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THE WHITE HOUSE

Last Day: September 13
Q WASHINGTON
<<, September 11, 1976

‘MEMORANDUM FOR THE PRESIDENT
% ,\\\\ FROM: JIM CANNON’%

SUBJECT: H.R. 8410 - Livestock Packer Bonding

Attached for your consideration is H.R. 8410, sponsored by
Representatives Thone and Bergland.

The enrolled bill would make constructive amendments to
the Packers and Stockyards Act to assure that livestock
producers will receive payment for livestock sold to meat
packers.

A detailed discussion of the provisions of the bill is
provided in OMB's enrolled bill report at Tab A.

OMB, Max Friedersdorf, Counsel's Office (Lazarus) and I
recommend approval of the enrolled bill and the proposed
signing statement which has been cleared by the White
House Editorial Office (Smith).

RECOMMENDATION

That you sign H.R. 8410 at Tab B.
That you approveg t signing statement at Tab C.

Approve Disapprove



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

SEP 3 1978

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 8410 - Livestock packer bonding
Sponsor -~ Rep. Thone (R) Nebraska and Rep. Bergland

(D) Minnesota

Last Day for Action

September 13, 1976 - Monday

Purgose

Amends the Packers and Stockyards Act to assure that live-

stock producers will receive payment for livestock sold
to meat packers.

Agency Recommendations

Office of Management and Budget Approval
Department of Agriculture Approval
Department of Commerce No objection
Federal Trade Commission No objection{inforrz
Department of Justice Cites concerns
Discussion

Under present law, the Secretary of Agriculture is author-
ized to provide close supervision, including imposition

of a bonding requirement for dealers and market agencies,
over transactions involving the purchase and sale of live-
stock at terminal markets. For many years, this system
assured most producers of receiving full payment for their
livestock because the predominate majority of livestock

iy}



was sold through large terminal markets. The Act also
authorizes the Secretary, at the wholesale marketing level,
to prohibit unfair, unjustly discriminatory, or deceptive
practices on the part of persons who slaughter livestock
or manufacture or prepare meat or meat products.

However, starting in the 1950's, ever-increasing propor-
tions of livestock (now over 80 percent) were sold for
slaughter directly to meat packers through country auc-
tion markets where bonding protection for producers has
generally not been required. This has increased the risk
exposure for producers in that the failure of a packing
firm often leaves the producers unpaid for their recent
sales. Between 1958 and 1975, packer failures resulted
in some $43 million worth of livestock for which producers
were not paid, with over $20 million of this debt being
created by the bankruptcy of the American Beef Packers

in January 1975. This recent and relatively large bank-
ruptcy is credited as being the principal force behind
congressional enactment of the enrolled bill.

H.R. 8410 would amend the Packers and Stockyards Act to
provide increased financial protection to livestock pro-
ducers. The major provisions of the enrolled bill would:

- authorize the Secretary to require packers, purchas-
ing more than $500,000 of livestock annually, to
obtain reasonable bonds to protect livestock sellers;

- broaden the Secretary's authority in eliminating
impediments to fair competition to cover all persons
competing in the wholesale marketing of meat or meat
products;

- empower the Secretary, after notice and a hearing,
to issue an order requiring an insolvent packer to
cease and desist from purchasing livestock, either
entirely or under such conditions as the Secretary
may prescribe;




- give the Secretary authority to request the Attorney
General to seek a temporary injunction or order to
restrain persons subject to the Act from operating
except under those conditions necessary to protect
livestock sellers until administrative action is
completed ~-- such action could be taken when an
operator fails to pay for livestock or operates
while insolvent or without a bond;

- require payment by packers, market agencies and
dealers for livestock by the close of the next
business day unless other prior arrangements are
expressly agreed to in writing between the buyer
and seller;

- stipulate, for all sales in which the seller does
not extend credit to the buyer, that the livestock,
the product inventory of the packer, and the
accounts receivable and proceeds therefrom, be held
in trust for the livestock sellers until the packer
has paid for the livestock (applies only to packers
purchasing over $500,000 of livestock annually);

- authorize the assessment of civil penalties of up
to $10,000 for each violation of the Act; and,

- provide generally for the preemption of State laws
dealing with bonding and prompt payment require-
ments for packers.

In reporting to the Congress last summer, the Department
of Agriculture, at your direction, opposed H.R. 8410 on

the grounds that it would (a) be contrary to your regu-
latory reform effort and (b) authorize new spending (now
estimated at 55 man-years costing $1,052,000 annually).
However, in late October of 1975, Secretary Butz advised
Domestic Council staff that the 94th Congress would enact
some form of packer bonding legislation, and subsequently,
you approved the Secretary's request for the Administration



necessary to restore the confidence the live-
stock producers need to continue to provide
the livestock required to assure the American
public an adequate and constant source of
meat and meat food products."

We understand that Agriculture is preparing a signing
statement, for your consideration, that will be forwarded
directly to the White House.

anco 27. Jﬂzr

ssistant Director
Legislative Reference

Enclosures



STATEMENT BY THE PRESIDENT

I am pleased today to sign into law H.R. 8410, which
assures that our livestock producers will receive payment
due for livestock sold to meat packers. This legislation
arose out of a demonstrated need for greater protection of
livestock producers. I commend the Congress for developing
AH.R. 8410 to provide this protection which is in the best
interest of producers, packers and consumers.

This bill makes constructive amendments to the Packers
and Stockyards Act which will both reassure livestock
producers and help provide stability in the marketplace.
Producers will be reimbursed for livestock sold to meat
packers covered by the Act which go out of business
unexpectedly. Consumers will be able to count on more
stable meat supplies at retail stores.

Without this legislation, sales of livestock to meat-
packing firms would have continued without adequate
assurances of payment -- as was the case last year when
a major midwestern meat packer went bankrupt while many of
our cattle producers were left holding over $20 million of
worthless checks. Producers will be protected against
this kind of catastrophe in the future.

Although I am opposed to unnecessary interference by
government in private business enterprise, Federal action
in this instance was necessary and appropriate. The
legislation I am signing today accomplishes its legitimate
objectives without excessive restrictions on industry and
without the creation of superfluous new government agencies.

I would like to commend the bipartisan efforts of the
Congress in rapidly responding to the clear need for the
legislation now before me, and I am pleased to see the

turnout of Members of Congress here today who were instrumental
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in the passage of this legislation. Your constructive
efforts have earned the strong support of all the major
farm organizations and livestock producer groups.

The competitive, free enterprise nature of the
livestock industry in particular and American agriculture
in general has long been the envy of the world. No other
nation can match the ability of American farmers and
ranchers to provide food for the consumer at a reasonable
cost.

H.R. 8410 will help make a good system even better.

I take pleasure in signing this bill today.




II.

THE WHITE HOUSE

WASHINGTON
September 11, 1976

SIGNING CEREMONY FOR H.R. 8410

AMENDMENTS TO THE PACKERS AND STOCKYARDS ACT

Monday, September 13, 1976
2:00 p.m. (15 minutes)
The Rose Garden

From: Jim Cannon

PURPOSE

To sign enrolled bill H.R. 8410, which amends the

Packers and Stockyards Act to give livestock produceré
greater protection. '

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A.

Background: You have agreed to sign H.R. 8410,
which assures that livestock producers will receive
payment for livestock sold to meat packers and
provides producers with other financial protections.

Last summer you directed the Department of
Agriculture to oppose an early version of this
legislation because it was argued that it would be
centrary to your regulatory reform effort and
unnecessarily increase budget and industry costs.
Subsequently, after Governor Ray, Secretary Butz
and others urged reconsideration of this position,
you approved Secretary Butz's request for authority
to attempt to work with Congress in developing an
acceptable legislative compromise. '

The bill you are signing today provides livestock
producers with increased financial protection and

is enthusiastically supported by farm state producers
and their political representatives.




III.

B. Participants:

C.

Jack Knebel, Under Secretary of the Department
of Agrlculture

Dick Feltner, Assistant Secretary of the Department
of Agriculture

Marvin McLain, Department of Agrlculture Packers
and Stockyards Administrator

Jo Anne Doddy-Fort, Natlonal Governors' Conference
Elliott Alman, National Association of Counties
Early Mackey, Director, National Conference of
State Legislatures
Nancy Grden, National Conference of State Legislatures

Staff: Jim Cannon
Max Friedersdorf
Paul Leach
Congressional Participants listed at Tab A.

Industry Participants listed at Tab B.

Press Plan: To be announced; full press coverage

TALKING POINTS

To be supplied by Bob Orben.



PARTICIPANTS

Senate

James Allen

Lawton Chiles and wife

John Glenn

Charles Percy
Abraham Ribicoff
William Roth

House

Jack Brooks '
Clarence Brown
George Danielson
John Erlenborn
Dante Fascell
Waltexr Flowers
Frank Horton
Romano Mazzolil
Carlos Moorhead
Edward Pattison
Peter Rodino
Jack Wydler

Congressional Staff

>Senate

John Childers
James Davidson
Constance Evans
Marilyn Harris
Paul Hoff

Claudia Ingram
Gary Klein
Margaret Maruschak
Charles Morrison
George Patten
Jack Pridgen
Laura Shackelford
Gerald Sturges
Richard Wegman

House

John Philip Carlson
Jim Cline ~

'~ Alan Coffey

Earl Dudley
Timothy Ingram
William Jones
Dave Lovenheim
Frank Polk
William Shattuck
Amber Shultz

Tom Sullivan



INDUSTRY PARTICIPANTS

Allan Grant - National President of American Farm Bureau
Federation

John Datt - Director of Farm Bureau Washington Office

Harry Bell - President of South Carolina Farm Bureau

Dick Johnson - President of Missouri Farm Bureau

John Scott - Master of the National Grange

Robert Frederick - Washington Legislative Representative
of the National Grange

Bill McMillan - Executive Vice Pre81dent of American National
Cattlemen's Association

Donald Hunter - Pre81dent of National Livestock Feeders
Association

Don Magdanz - Executive Vice President of National Livestock
Feeders Association

Bill Jones - Executive Vice President of National Livestock
Feeders Association

Virgil Huseman - Kansas Livestock Association

Floyd Fairleigh -~ President of Kansas Livestock Assoc1atlon
Feedexrs Council
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ACTION MENIORANDUM WASHINGTON'' LOG NO.:

Date: September 10 Time: l1130am

FOR ACTION: Max Friedersdorf

Ken Lazarus - ee (for information):  y50¢ Marsh

Robert Hartmann Jim Connor
Jim Lynn Ed Schmults
FROM THE STAFF SECRETARY ) T
0 a
: 200pm e
DUE: Date: September 10 Tirne: P
SUBJECT:

H.R. 8410-Livestock packer bonding
(signing statement)

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

X

For Your Comments Draft Remarks

REMARKS:

please return to judy johnston, ground floor west wing

67//0 - C,‘,fm/ eent ‘ZLM Attt gt fea e f
57';"’9 - Foecearcldod W Yy 7PV

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If vou have any questions or if you anticipate a
delay in submitting the rsquired material, please James M, Cannon
telephone the Staff Secretary immediately. ; For the President
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STATEMENT BY THE PRESIDENT

I am pleased today to sign into law, H.R, 8410( which assures
that our livestock producers will receive payment, due for
livestock sold to meat packers. This legislation arose out
of a demonstrated need for greater protection of livestock
producers, I copmend the Céngress for developing H.R. 8410
to provide reuseﬁabig protection which is in the best interest
of producers, packeis and consumers,

This bill makes constructive amendments to the Packers and
Stockyards Act which wil%A;Z;ssure livestock producers and
help provide stability in the marketplace. Producersxwill be
reimbursed for livestock sold to meat packing pl§nts which

go out of business unexpectedly. 'iiﬁﬁéznsumers will be able

to count onAftable meat supplies at retail stores.

Tegetirer; IS TOWYY " 5 hard-working producers a .

packers wht~headle their liyesseek™Provide the American
| ] ; . e m%w‘m"“‘""%w
consumer i3 bargain in meats un& elsewhere. This bill

N lprei@maagmeetiraco T Ui ety o Tt T P EUE e VL o e L ShlB

Without this legislation, sales of livestock to meat packing
firms would have continued with no assurances of payment --
as was the case last year when a major midwestern meat packer

went bankrupt while many of our cattle producers were left-
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holding over $20 million of worthless checks. Producersarbu‘ﬁb
: A
1Eﬁﬂﬂ!!§§§motectfbﬂ against this kind of catastrophe in the

future.

AlthoughI am opposed toO unnecessary interference by govern-

ment in private business engerprisg, I;-vpamieryere eral action
Iy FHae m)zw‘-cl YA M/

4
WRAR e lntivtuie 1 glsLation7£?am gning today ,

accomplishes its legitimate objectives without[éﬂihn@iexcessive
drd ol

restrictions on industry@?ﬁathe creation of superfluous new

government agencies.

I would like to commend the bipartisan efforts of the Congress
in rapidly responding to the clear need for the legislation

now before me:sxiand I am pleased to see the turnout of Members
of Congress here today who were instrumental in the passage of
this legislation. Your constructive efforts have earned the
strong support of all the major farm organizations and livestock

producer groups,

The competitive, free enterprise nature of the livestock
industry in particula{)and Amerdican agriculture in general,

has long been the envy of the world. No other nation hes—ean

g Al G —eeed. can match the ability of American

farmers and ranchers to provide food for the consumer at

reasonable costs.
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H.R. 8410 will help make a good system even better, amadr
Thio fetls

I take pleasure in signing i today.
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OMB Comments on statement

STATEMENT BY THE PRESIDENT

I am pleased today to sign into law, H.R. 8410, which assures

that our livestock producers will receive payment, due for , \ﬁé
livestock sold to meat packers. This legislation arose out E:
of a demonstrated need for greater protection of livestock §
producers. I commend the Congress for developing H.R. 8410 %

to provide reasonable protection which is in the best inte

of producers, packers and consumers,

This bill makes constructive amendments to the Packers and
Stockyards Act which will reassure livestock producers and

help provide stability in the marketplace. Producer%“ygig

reimbursed for livestock sold toMmeathggektﬁg~p*ant§;whieh
gQ_Qub—ef—bﬁséness~anexpeeted*il And consumers will be abl

to count on stable meat supplies at retail stores.

Together, this country's hard-working producers and the

packers who handle their livestock provide the American
»
consumer with a bargain in meats unequaled elsewhere. This b'”i5£

will help to assure the continuity of that productive relationship

Without this legislation,,sales of livestock to meat packing
engtzaéb aiLyuésg ,

firms would have continue%'[w-i-t-h—na assurances of payment; --

as was the case last year wien a major midwestern meat packer

went bankrupt while many/of our cattle producers were left

~M 7ak,5vv‘ww¢wi,
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holding over $20 million of worthless checks. Producers
deserve protection against this kind of catastrophe in the

future.

AlthoughI am opposed to unnecessary interferencé by govern-
ment in private business enterprise, I do favor Federal action
when appropriate. The legislation I am signing today
accomplishes its legitimate objectives without either excessive
restrictions on industry or the creation of superfluous new

government agencies.,

- I would like to commend the bipartisan efforts of the Congress
in rapidly responding to the clear need for the legislation

now before me -- and I am pleased to see‘the turnout of Members
of Congress here today who were instrumental in the passage of
this legislation. Your constructive efforts have earned the
strong support of all the major farm organizations and livestock

producer groups.

The competitive, free enterprise nature of the livestock
industry in particular and Amerdican agriculture in general
has long been the envy of the world. ©No other nation has an
agricultural industry which can match the ability of American
farmers and ranchers to provide food for the consumer at

reasonable costs.
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H.R. 8410 will help make a good system even better and

I take pleaéure in signing it today.



STATEMENT BY THE PRESIDENT

I am pleased today to sign into law;;z/R 8410, which assures

.oroducers w1ll recelve payment‘fgue for

that our livestock

Tivestock s01d to meat packers is legls atlon arose out
of a demonstrated need for greater protection of livestock
producers., I commend the Congress for developlng H.R. 8410

THiS
to provide\mynq%nﬂﬁh!;motection which is in the best interest

of producers, packers and consumers.

This bill makes constructive amendments to the Packers and
)
Stockyards Act which willfreassure livestock producers and
help provide stability in the marketplace. Producers will be
ACKERS CovERED BY THE
reimbursed for livestock sold meat i eT

wWew go out of business unexpectedly. i €onsumers will be able

§ gioﬂ»)
to count onkstable meat supplies at retail stores,

QDgether, this country's hard-working producers and the

packers who handle livestock provide.the American
M

el

ci:iifiiﬂzifﬁﬂgﬂgaxgafn“iﬁ”heats un&gualed elsewhere. This bill
s
\JWiTl help to assure the continuity of that productivé relationshi

Without this legislation, sales of llvestock to meat packlng

iTHevT AD

firms would have continue assurances of payment --

as was the case last year when a major midwestern meat packer

went bankrupt while many of our cattle producers were left
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holding over $20 million of worthless checks. Producers Wikhk
ihgg;-e protecéﬁk‘ against this kind of catastrophe in the

future.

AlthoughI am opposed to unnecessary interference by govern-
ment in private business enterprise, e fyeey Federal action

IN TWS INSTANCE WAS NEcRSSARY AnD)
appropriate. The legislation I am signing today

accomplishes its legitimate objectives without #é¢e@® excessive
ND WITHoO T
restrictions on industry the creation of superfluocus new

government agencies.

I would like to commend the bipartisan efforts of the Congress
in rapidly responding to the clear need for the legislation

now before me).lpand I am pleased to see the turnout of Members
of Congress here today who were instrumental in the passage of
this legislation, Your constructive efforts have earned the
strong support of all the major farm organizations and livestock

producer groups.

The competitive, free enterprise nature of the livestock
industry in particular and Américan agriculture in general
has long been the envy of the world. No‘other natioh R
e can match the ability of American
farmers and ranchers to provide food for the consumer at A

reasonable costij.
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H.R., 8410 will help make a good system even better, iR
. L]
I take pleasure in signing SIS THIS BiLL TobAY,









STATEMENT BY THE PRESIDENT

I am pleased today to sign into law H.R. 8410, which
assures that our livestock producers will receive payment
due for livestock sold to meat packers. This legislatidn
arose out of a demonstrated need for greater protection of
livestock producers. I commend the Congress for developing
H.R. 8410 to provide this protection which is in the best
interest of producers, packers and consumers.

This bill makes constructive amendments to the Packers
and Stockyards Act which will both reassure livestock
producers and help provide stability in the marketplace.
Producers will be reimbursed for livestock sold to meat
packers covered by the Act which go out of business
unexpectedly. Consumers will be able to count on more
stable meat supplies at retail stores.

Without this legislation, sales of livestock to meat-
packing firms would have continued without adequate
assurances of payment -- as was the case last year when
a major midwestern meat packer went bankrupt while many of
our cattle producers were left holding over $20 million of
worthless checks. Producers will be protected against
this kind of catastrophe in the future.

Although I am opposed to unnecessary interference by
government in private business enterprise, Federal action
in this instance was necessary and appropriate. The
legislation I am signing today accomplishes its legitimate

objectives without excessive restrictions on industry and

without the creation of superfluous new government agencies.

I would like to commend the bipartisan efforts of the
Congress in rapidly responding to the clear need for the

legislation now before me, and I am pleased to see the

turnout of Members of Congress here today who were instrumental
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in the passage of this legislation. Your constructive
efforts have earned the strong support of all the major
farm organizations and livestock producer groups.

The competitive, free enterprise nature of the
livestock industry in particular and American agriculture
in general has long been the envy of the world. No other
nation can match the ability of American farmers and
ranchers to provide food for the consumer at‘a reasonable
cost.

H.R. 8410 will help make a good system even better.

I take pleasure in signing this bill today.
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MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 8410 - Livestock packer bonding

Sponsor -~ Rep. Thone (R) Nebraska and Rep. Bergland
(D) Minnesota

Last Day for Action

September 13, 1976 - Monday

Purpose
Amends the Packers and Stockyards Act to assure that live-

stock producers will receive payment for livestock sold
to meat packers.

Agency Recommendations

Office of Management and Budget Approval
Department of Agriculture Approval
Department of Commerce ' No objection
Federal Trade Commission No objection
Department of Justice - Cites concerns
Discussion

Under present law, the Secretary of Agriculture is author-
ized to provide close supervision, including imposition

of a bonding requirement for dealers and market agencies,
over transactions involving the purchase and sale of live-
stock at terminal markets. For many years, this system
assured most producers of receiving full payment for their
livestock because the predominate majority of livestock




was sold through large terminal markets. The Act also
authorizes the Secretary, at the wholesale marketing level,
to prohibit unfair, unjustly discriminatory, or deceptive
practices on the part of per'sons who slaughter livestock
or manufacture or prepare meat or meat products.

However, starting in the 1950's, ever-increasing propor-
tions of livestock (now over 80 percent) were sold for
slaughter directly to meat packers through country auc-
tion markets where bonding protection for producers has
generally not been required. This has increased the risk
exposure for producers in that the failure of a packing
firm often leaves the producers unpaid for their recent
 sales. Between 1958 and 1975, packer failures resulted
in some $43 million worth of livestock for which producers
wzre not paid, with over $20 million of this debt being
created by the bankruptcy of the American Beef Packers

in January 1975. This recent and relatively large bank-
ruptcy is credited as being the principal force behlnd
congressional enactment of the enrolled bill.

-H.R. 8410 would amend the Packers and Stockyards Act to
provide increased financial protection to livestock pro-
ducers. The major provisions of the enrolled bill would:

- authorize the Secretary to reguire packers, purchas-
ing more than $500,000 of livestock annually, to
obtain reasonable bonds to protect livestock sellers;

- broaden the Secretary's authority in eliminating

* impediments to fair competition to cover all persons
competing in the wholesale marketing of meat or meat
products;

- empower the Secretary, after notice and a hearing,
to issue an order requiring an insolvent packer to
cease and desist from purchasing livestock, either
entirely or under such conditions as the Secretary
may prescribe;



- give the Secretary authority to request the Attorney
General to seek a temporary injunction or order to
‘restrain persons subject to the Act from operating
except under those conditions necessary to protect
livestock sellers until administrative action is
comg'z2ted =-- such action could be taken when an
oper-zor fails to pay for livestock or operates
while insolvent or without a bond;

- require payment by packers, market agencies and
dealers for livestock by the close of the next

. business day unless other prior arrangements are
axpressly agreed to in writing between the buyer
and seller;

- stipulate, for all sales in which the seller does
not extend credit to the buyer, that the livestock,
the product inventory of the packer, and the
accounts receivable and proceeds therefrom, be held
in trust for the livestock sellers until the packer
has paid for the livestock (applies only to packers
purchasing over $500,000 of livestock annually);

- authorize the assessment of civil penalties of up
to $10,000 for each violation of the Act; and,

- provide generally for the preemption of State laws
dealing with bonding and prompt payment require=-
ments for packers.-

In reporting to the Congress last summer, the Department

of Agriculture, at your direction, opposed H.R. 8410 on

the grounds that it would (a) be contrary to your regu-
latory reform effort and (b) authorize new spending (now .
estimated at 55 man-years costing $1,052,000 annually).
However, in late October of 1975, Secretary Butz advised
Domestic Council staff that the 94th Congress would enact
scme form of packer bonding legislation, and subsequently,
you approved the Secretary's reqguest for the Administration



to work with the Congress in developing legislation that
would be acceptable. Following your decision to support
the concept of packer bonding legislation, Agriculture
was successful in achieving two significant modifications
to H.R. 8410: '

- 1ts scope was narrowed considerably (as introduced
the bill would have given ths Secretary jurisdic-
tion over all transfers of meat or poultry products
except the final sale to the consumer and this was
wuch too broad): and,

~ a discriminatory provision modifying the bankruptcy
laws to improve the status of claims against insol-
vent packers by livestock producers was eliminated.

With the amendments cited above, the bill generally con-
forms to the approach sought by the Administration, and
in letters to the Agriculture Committees and members of
Congress, both Agriculture and this Office have expressed
support for enactment of the revised bill.

The Department of Justice, in its enrolled bill letter,
expresses 1ts continuing concern that H.R. 8410 would
unnecessarily extend Federal regulation to the meat
packing industry. However, Justice does not recommend
a veto of the enrolled bill, as it observes that:

"...It was apparently the consensus of those
voting on the bill that the possible loss of
competition among packers was at least offset
by the increased stability the bill would
bring to livestock production."

In its enrolled bill letter, Agriculture recommends approval
of H.R. 8410 and concludes that:

“"The bondilng, rayment and trust oroxlslons
of the bill will reduce these. losses and.
assist ndterla¢ly in stapilizing the finan-
cral conditieon of tiils iadustry. This bill
15 needed to provide the payment protection



necessary to restore the confidence the live-
stock producers need to continue to provide
the livestock reguired to assure the American
public an adequate and *constant source of
meat and meat food products."

We understand that Agriculture is preparing a Signing

statement, for your consideration, that will be forwarded
directly to the White House.

Camce 7M. <:2§i27
Késistant Director for

Legislative Reference

Enclosures
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DUE: Date: September 10 e pm
SUBJECT:

H.R. 8410-Livestock packer bonding
(Signing statement)

ACTION REQUESTED:

e EOX Necessaxy Action For Your Recommendations

Prepare Agenda and Brief Draft Reply
* For Your Comments Draft Remarks
REMARKS:

please return to judy johnston, ground floor west wing

- PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If vou have any questions or if you anticipate a .
delay in submilting the required material, please James M, Cannon *; -

telephone the Staff Secretary immediately. For the President '
i



STATEMENT BY THE PRESIDENT

I am pleased today to sign into law, H.Rq)%310, which assures
that our livestocé;éyoducers will r§2§I§é payment, due for
livestock sold to"'m&at packers. This legislation arose out
of a demonstrated need for greater protection of livestock
producers., I commend the Cdngress for developing H.R. 8410

to provide reasonable protection which is in the best interest

of producé?é%\packers and consumers,

This bill makes constructive‘;mendments to the Packers and
Stockyards Act which will reassure livestock producers and
help provide stability in the marketplace. Producers‘will be
reimbursed for livestock sold to meét packing plants'which
go out of business unexpectedly. And consumers will be able

to count on stable meat suﬁ%%&és at retail stores.

Together, this country's hard-working producers and the
packers who handle their livestock provide the American
consumer with a bargain in meats unequaled-elsewhere. This bill

will help to assure the continuity of that productive relationship

without this legislation, sales of livestock to meat packing
firms would have continued with no assuzances of payment --
as was the case last year when a majo¥ midwestern mea%ﬁgégker

went bangéﬁét’while many of our cattled%éoaucers were left



-2

holding over $20 million of worthless checks., Producers
deserve protection against this kind of catastrophe in the

future.

AlthoughI am opposed to unnecessary interference by govern-
ment in private business enterprise, I do favor Federal action
when appropriate. The legislation I am signing today
accomplishes its legitimate objectives without either excessive
restrictions on industry or the creation of superfluous new

government agencies.

I would 1i to commend the bigartisan efforts of the Congress
in rapidly responding to the clear need for thé legislation

now before me -— and I am pleased to see the turnou Members
of Congress here today who were 1nstrumental in the passage of
this legislation. Your constructive efforts have earned the
strong support of all the major farm organizations and livestock

producer groups.

The competitive, free enterprise nature of the livestock
industry in particular and Américan agriculture in general
has long been the envy of the world. No other nation has an
agricultural industry which can match the ability of American
farmers and ranchers to provide food for the consumer at

reasonable costs,
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H.Rgﬁgﬁio will help make a good system even better and

I take pleasure in signing it today.



STATEMENT BY THE PRESIDENT

I am pleased today to sign into law, H.R., 8410, which assures
that our livestock producers will receive payment, due for
livestock sold to meat packers, This legislation arose out

of a demonstrated need for greater protection of livestock
producers. I commend the Congress for developing H.R. 8410

to provide reasonable protection which is in the best interest

of producers, packers and consumers,

This bill makes constructive amendments to the Packers and
Stockyards Act which will reassure livestock producers and
help provide stability in the marketplace. Producers will be
reimbursed for livestock sold to meat packing plants which
go out of business unexpectedly. And consumers will be able

to count on stable meat supplies at retail stores.

Together, this country's hard-working producers and the
packers who handle their livestock provide the American
consumer with a bargain in meats unequaled-elsewhere. This bill

will help to assure the continuity of that productive relationship|

Without this legislation, sales of livestock to meat packing
firms would have continued with no assurances of payment --
as was the case last year when a major midwestern meat packer

went bankrupt while many of our cattle producers were left
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holding over $20 million of worthless checks. Producers
deserve protection against this kind of catastrophe in the

future.

AlthoughI am opposed to unnecessary interference by govern-
ment in private business enterprise, I do favor Federal action
when appropriate. The legislation I am signing today
accomplishes its legitimate objectives without either excessive
restrictions on industry or the creation of superfluous new

government agencies.

I would like to commend the bipartisan efforts of the Congress
in rapidly responding to the clear need for the legislation

now before me -- and I am pleased to see the turnout of Members
of Congress here today who were instrumental in the passage of
this legislation. Your constructive efforts have earned the
strong support of all the major farm organizations and livestock

producer groups.

The competitive, free enterprise nature of the livestock
industry in particular and Amerdcan agriculture in general
has long been the envy of the world. No other nation has an
agricultural industry which can match the ability of American
farmers and ranchers to provide food for the consumer at

reasonable costs.
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H.R. 8410 will help make a good system even better and

I take pleasure in signing it today.






DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

August 19, 1976
Honorable James T. Lynn

Director, Office of Management
and Budget
Washington, D. C. 20503

Dear Mr, Lynn:

In reply to the request of your office, the following report is submitted
on the enrolled enactment of H.R. 8410, "To amend the Packers and Stock-
yards Act of 1921, as amended, and for other purposes". The bill makes
changes in the Packers and Stockyards Act to assure livestock producers
will receive payment for livestock sold to meat packers and makes other

changes for efficient enforcement of the Act and to better accomplish its
purposes,

The Department recommends that the President approve the bill.

Approximately one~third of all agricultural income is derived from the
production and sale of livestock. Full and prompt payment for this live-
stock is essential to a healthy and prosperous agriculture.

Livestock producers in recent years have suffered substantial financial
losses through the failure of packers to pay for livestock purchased. One
such failure involved losses to approximately 1,000 producers in 13 states,
totaling over $20 million, of which only about half has been repaid. These
losses have seriously reduced the trust and confidence which the livestock
producer must have in obtaining full and prompt payment from packers if
the livestock marketing system is to continue to function freely and
competitively.

The bonding, payment and trust provisions of the bill will reduce these
losses and assist materially in stabilizing the financial condition of
this industry. This bill is needed to provide the payment protection
necessary to restore the confidence the livestock producers need to con-
tinue to provide the livestock required to assure the American public an
adequate and constant source of meat and meat food products.

No additional funds will be needed for the transitional quarter ending
September 30, but a total of $1,052,000 additional would be needed under
this bill for fiscal year 1977.

Sincerely,
/TR

RICHARD L. FELTNER

Acting Secretary
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H.R. 8410 — Major Provisions

Brief Summary

Bonding

Authorizes the Secretary to require
packers, purchasing more than $500,000
of livestock annually, to obtain
reasonable bonds to protect live-
stock sellers.

2, Payment

Requires payment by packers, market
agencies and dealers for livestock

by the close of the next business day
unless expressly agreed in writing
between the buyer and seller.

Provides that livestock sellers for
cash shall have a constructive statutory
trust in that livestock, the product
inventory of the packer and the
accounts receivable and proceeds
therefrom, until the packer has paid
for the livestock. The livestock
seller, when not paid, must notify
the packer and P&SA within fixed

time perlods to preserve the bene-
fits of the trust. Packers pur-
chasing $500,000 or less of livestock
are exempt from this requirement.

Changes in Current Law

This authority is similar to the authority currently
existing with respect to market agencies and dealers,
It recognizes that the majority of slaughter livestock
1s currently purchased directly by packers from
producers and feeders.

This section incorporates in the Act a provision similar
to the current prompt payment regulation under the Act,
seeks to prevent the involuntary taking of credit by the
buyer by requiring credit extensions to be in writing and
requires delivery of payment at the place of transfer of
possession unless other arrangements have been made or
are required by the statute.

This new safeguard ig designed to provide livestock
sellers for cash with a priority interest in certain
assets of the packer until paid. It does not amend the
bankruptecy laws. It does provide cash sellers of a
perishable product, the identity of which is lost
almost immediately in the packing operation, a means of
obtaining payment if the check received from the packer
at the time of sale should not be honored or the packer
otherwise fails to pay.



Brief Summary

Jurisdiction

Brings under the competitive practices
provisions of the Act those persons acting
as wholesale meat brokers, dealers and
distributors who do not slaughter live-
stock or manufacture or prepare meat or
meat food products. The bonding, payment
and trust requirements of the Act do not

apply.

Temporary Injunctions

Authorizes the courts to issue temporary
injunctions until administrative actions
are concluded.

Assessment of Civil Penalties

Authorizes the assessment of civil penalties
in addition to current authority to issue
cease and desist orders and to suspend
market agency and dealer registrations.

Preemption of State Laws

Prevents the enforcement by states of
their packer bonding laws and their packer
prompt payment laws, except those payment
laws applicable to the purchase of live-
stock at stockyards, if the packer is
operating in compliance with the federal
bonding and prompt payment requirements.

Changes in Current Law

Currently only those persons who slaughter livestock or
manufacture or prepare meat or meat products are subject
to the Act in the marketing of these products at the
wholesale level., This provision would make the provisions
of the statute equally applicable to all persons competing
in the marketing of these products at the wholesale level
and enable the Secretary to eliminate any impediments to
fair competition which could seriously affect prices for
meat and livestock.

Permits the Secretary to provide immediate protection to
livestock sellers and others when violations of the Act
could result in irreparable injury. Specified uses include
operating without bond or inability to pay.

This provision is new. It provides greater flexibility
to the Secretary in determining an appropriate sanction
for violations of the Act. It is consistent with the
recommendations of the Adminstrative Conference for
increased use of such penalties.

The preemption of state bonding laws follows a recommenda-
tion by the National Association of State Departments of
Agriculture in 1975 that packer bonding be handled under ,
the P&S Act. It will eliminate duplication in enforcement
in the 26 states with packer bonding laws. Although the
preemption also applies to enforcement by states of their
livestock payment laws, states would be able to continue
to enact and enforce livestock payment laws at stockyards
as long as such laws were not in conflict with the Act.
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§ I % | GENERAL COUNSEL OF THE
e [l UNITED STATES DEPARTMENT OF COMMERCE
%, b & | Washington, D.C. 20230
"'471'50"

AUG 2 4 1976

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference

Dear Mr. Lynn:

This is in reply to your request for the views of this Department
concerning H.R. 8410, an enrolled enactment

""To amend the Packers and Stockyards Act of 1921, as
amended, and for other purposes."

The enrolled enactment amends the Packers and Stockyards Act
of 1921 in a number of respects. The general thrust of the proposed
revisions of the Act is to assure livestock producers that they will
receive payment for animals they send to packing plants. This would
be achieved by requiring certain packers to be bonded and to hold
proceeds from sales of livestock in trust until the producers who
sold to them on a cash basis have been paid.

The legislation would, among other things, also broaden the
coverage of the Packers and Stockyards Act and provide authority
for cease and desist orders and temporary injunctions with respect
to operations by packers who are insolvent.

The Department of Commerce would interpose no objection to
approval by the President of H. R. 8410.

Enactment of this legislation would involve no expenditure of
funds by this Department.

Sincerely,

/

[

[ /.
neral’ Counsel

O\UTIOn,

eRICAY
W &
g @
b, N
LIRS

P/

77761910

®



ASSISTANT ATTORNEY GENERAL
WEGISLATIVE AFFAIRS

Bepartment of Justice
Washington, B.¢C. 20530

4

August 16, 1976

Honorable James T. Lynn,
Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined a
facsimile of the enrolled bill H.R. 8410 (94th Cong. 24 Sess.),
"To amend the Packers and Stockyards Act of 1921."

The purpose of this piece of legislation is to provide
increased financial protection to livestock producers. The
amendments to the Packers and Stockyards Act made in this
legislation would, among other things, change the definition
of the term “packer" to include those who manufacture or pre=-
pare meats or meat products and, in some cases, those who
mar ket meats or meat products as wholesale brokers, dealers
or distributors. The bill requires that packers buying
livestock be bonded and that packers hold all livestock,
meats and proceeds therefrom in trust until all producers
selling livestock to a packer have received payment. Other
provisions of this bill give the Secretary the power to
order packers that are insolvent to cease and desist from
purchasing livestock or to purchase livestock only under
conditions set by the Secretary and, under the bill, all
packers would be required to make payment for livestock
purchases before the close of the next business day follow-
ing the purchase.

The Department of Justice has previously opposed legisla-
tion before Congress containing many of the provisions included
in H.R. 8410. It is the Department's position that a sub~-
stantial increase in the level of regulation in an industry,
such as that proposed in this bill, can only be justified
where a compelling need for such protective legislation is
shown. The danger of debtors defaulting in their obligations
is a risk that is faced in all types of business. We question
whether livestock producers are more in need of the type of



protection provided in H.R. 8410 than are sellers in many
other industries, and we view with considerable trepidation
the possibility that enactment of this bill will give rise
to agitation for similar protective legislation by other
groups of businessmen.

In a letter to you on July 8, 1974, the Department
strongly opposed the passage of H.R. 4070, H.R. 5493 or H.R.
5827 (94th Cong., lst Sess.). These bills were the prede-
cessors of H.R. 8410 and that bill is in some ways very
similar to the earlier versions. One significant difference
between H.R. 8410 and the bills opposed in our letter is that
H.R. 8410 contains a much less expansive definition of the
term “packer" than did the earlier bills. Under the existing
law in order to qualify as a packer a person must either buy
livestock for slaughter or manufacture or prepare meat or
meat food products. The bills opposed in our earlier letter
would have extended the Secretary's regulatory power broadly
to include all persons buying or selling meat, meat products,
poultry or poultry products. This would have given the
Secretary jurisdiction over all transfers of meat or poultry
products except the final sale to the consumer, which would
have remained subject to FTC jurisdiction, Such an expansion
of the Secretary's regulatory power clearly would have been
in excess of what was reasonably necessary to protect the
interests of livestock producers. The definition of the term
packer in H.R. 8410, while expanding the Secretary's juris-
diction, does not include persons dealing in poultry and
adds only meat wholesalers, many of whom manufacture or
prepare meat and are already packers under the present law.
Under H.R. 8410, wholesalers are only deemed to be packers
when necessary to accomplish the purposes of the Act.
Consequently, the enrolled Bill represents much less of an
expansion of a federal regulation in this area than the
earlier bills did.



As for the effects of enactment of H.R. 8410, it is
clear that the costs incurred by packers in obtaining the
required bonds and in complying with regulations passed by
Agriculture to implement the legislation will be reflected
in the food bill of the American consumer. While we cannot
predict that the signing of H.R. 8410 would substantially
diminish competition in the industry, it is possible that
enactment of the legislation will put some small packers out
of business and discourage other companies from entering the
industry. Those packers unable to obtain bonds will no
longer be able to operate without violation of the law and
some of those forced to pay very high premiums in order to
obtain bonds could be forced to shut down also. The pro-
vision giving the Secretary the power to order “"insolvent®
packers to halt purchases could lead to the loss of some
competitors who might otherwise have made it through short
periods of operations in the red, and the provisions
requiring livestock, meats and the proceeds therefrom to
be held in trust will undoubtedly make it more difficult
for packers to obtain financing for their operations.

There are provisions in the bill exempting packers whose
annual purchases do not exceed $500,000 from the bonding
requirement and the trust provision, but a $500,000 limit
exempts only the very smallest packer.

During hearings on the legislation, Congress had
before it our objections to proposals similar to those in
H.R. 8410 and heard testimony from small packers who felt
the legislation might endanger their operations. It was
apparently the consensus of those voting on the bill that
the possible loss of competition among packers was at least
offset by the increased stability the bill would bring to
livestock production.




While the Department of Justice has serious reservations
about the wisdom of this kind of legislation, the enrolled
bill represents much less of an expansion of Federal regula-
tion than did earlier proposals and it reflects the considered
view of Congress that the protection of livestock producers
warrants imposition of these burdens on the meat industry.
Consequently, the Department of Justice does not recommend a
veto of this bill.

Sincerely, :
Michael M. Uhlmann
Assistant Attorney General
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Ed Schmults
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THE WHITE HOUSE

WASHINZETON

September 8, 1976

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX L. FRIEDERSDORFM 5
SUBJECT :

H.R. 8410 - Livestock packer bonding

The Office of Legislative Affairs concurs with the agencies

that the subject bill be signed. (Signing ceremony
has been requested.)

Attachments



-

THE WHITE HOUSE

 ACTION MEMORANDUM WASIINGTON | LOG NO.:
Date: September 10 Time: Jl1l130am
OR ACTION: Max Frieders%grf// g ton)
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Robert Hartmann Jim Connor
Jim Lynn ‘ Ed Schmults

FROM THE STAFF SECRETARY

September 10 200pm

DUE: Date: Time:

SUBJECT:

H.R. 8410-Livestock packer bonding
(Signing statement)

ACTION REQUESTED:

For Your Recommendations

'For Necessary Action

Prepare Agenda and Brief Draft Reply

For Your Comments Draft Remarks

REMARKS:

please return to judy johnston, ground floor west wing
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

1f vou have any questions or if you anticipate a
delay in submilting the required material, please Jamss M., Cannon ~:
telephone the Staff Secretary immediately. For the President :



94t ConcrEss | HOUSE OF REPRESENTATIVES RepoRT
2d Session . T _ No. 94-1043

PACKERS AND STOCKYARDS ACT OF 1921,
AS AMENDED '

APRIL 14, 1976.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. Forey, from the Committee on Agriculture,
submitted the following

REPORT

together with
DISSENTING VIEWS

[To accompany H.R. 8410]

The Committee on Agriculture, to whom was referred the bill (H.R.
8410) to amend the Packers and Stockyards Act of 1921, as amended,
and for other purposes having considered the same, report favorably
flhereon with an amendment and recommend that the b1ll as amended

0 pass.

"The amendment is as follows:

Page 1, line 3, strike out all after the enacting clause and insert the
following :

That the proviso in the paragraph designated “Packers and Stockyards Act,”
under the heading “MARKETING SERVICE,” in the Act of July 12, 1943 (57
Stat. 422; 7 U.S.C. 204), is amended by striking out “market agency and dealer”
and inserting in lieu thereof “market agency (as defined in title III of the Act),
every packer (as defined in title IT of the Act) in connection with its livestock
purchasing operations (except that those packers whose average annual pur-
chases do not exceed $500,000 will be exempt from the provisions of this sec-
gon )’; and every other person operating as a dealer (as defined in title III of the
ct)”.

SEc. 2. Section 201 of said Packers and Stockyards Act (7 U.S.C. 191) is
amended to read:

“Sec. 201. When used in this Act the term ‘packer’ means any person engaged
in the business (a) of buying livestock in commerce for purposes of slaughter,
or (b) of manufacturing or preparing meats or meat food products for sale or
shipment in commerce, or (c¢) of marketing meats, meat food products, or live-
stock products in an unmanufactured form acting as a wholesale broker, dealer
or distributor in commerce : Provided, however, That nothing in this section shall
affect the jurisdiction of the Federal Trade Commission with respect to retail
sales of meat, meat food products, livestock products in unmanufactured form,
or poultry products as provided in Section 406 of this Act.”.

57-0086



" Skt, 3. Sections 202 and 312(a) of said Packers-and Stockyards Aet (7 U.8.C.

192 and 218(a)) are amended by deleting the phrase “in commerce” wherever
it appears in said sections, and by deleting the commas immediately before and
following the phrase “in commerce” in sections 202(b) and 312(a) of said Act
(7 U.8.C. 192(b) and 213(a)).

SkEc. 4. That the proviso in the paragraph designated “Packers and Stockyards
Act” under the heading “MARKETING SERVICE” in the Act of July 12, 1943
(57 Stat. 422; 7 U.8.C. 204), is further amended by adding at the end thereof
a new sefiténce as follows: “If the Secretary finds any packer is insolvent, he
may after notice and hearing issue an ofder under the provisions of section 203
requiring such packer to cease and desist from purchasing livestock while
insolvent except under such conditions as the Secretary may prescribe to
effectuate the purposes of the Act.”. e -

Sec. 5. Said Packers and Stockyards Act is further amended by redesignating
gectibr 408 as section 411 and by adding to the Act a new section 408 to read
as follows: . T Co

“SeEc. 408. Whenever the Secretary has reason to believe that any person
subject to this Act, (a) with respect to any tramsactions subject to the Act,
has failed to pay or is unable to pay for livestock, meats, meat food products,
or livestock products in unmanufactured form, or has failed to remit to the per-
son entitled thereto the net proceeds from the sale of any such commodity sold
on a cominission basis; or (b) has operated while insolvent, or otherwise in
violation of the Act in a manher which may reasonably be expected to cause
irreparable damage to another person; or (c¢) does not have the required bond,
and that it would be in the public interest to enjoin such person from operating
subject to this Act or enjoin him from-operating subject to this Act except under
such conditions as would protect vendors or consignors of such commodities or
other affected persons, until complaint under this Act is issued and dismissed
by the Secretary or until order to cease and desist made thereon by the Secre-
tary has become final and effective within the meaning of this Act or is set
aside on appellate review of the  Secretary’s order, the Secretary may notify
the Attorney General, who may apply to the United States district court for the
district in which such person has his principal place of business or in which he
resides for a temporary injunction or restraining order. When needed to effec-
tuate the purposes of this section, the court shall, upon a proper showing, issue
a temporary injunction or restraining order, without bond. Attornéys employed
by the Secretary of Agriculture may, with the approval of the Attorney General,
appear in the United . States district court representing the Secretary in any
action seeking such a temporary restraining order or injunection.”. L

SEcC.'6. Subsection 308(4a) of said Packers and Stockyards Act (7 U.S.C.209(a))
is amended to read: A

“(a) If any person subject to this Act violates any of the provisions of the
Act, or of any order of the Secretary under the Act, relating to the purchase,
sale or handling of livestock, he shall be lidble to the person or persons injured
thereby for the full amount of damages sustained in consequence of such
violation.”. ‘

Sec. 7. Said Packers and Stockyards Act is further amended by adding after
section 408 (7 U.S.C. 229) a new section 409 to read as follows:

“SEc. 409. (a) Each packer, market agency, or dealer purchasing livestock
shall, before the close of the next business day following the purchase of live-
stock and transfer of possessioun thereof; deliver to the seller or his duly author:
ized agent the full amount of the purchase price : Provided, however, That each
packer, market agency or dealer purchasing livestock for slaughter shall, before
the close of the next business day following purchase of livestock and transfer
of possession thereof, actually deliver at the point of transfer of possession to
the seller or his duly authorized representative a check or shall wire transfer
funds to seller’s accounts for the full amount of the purchase price; or, in the
case of a purchase on a carcass or ‘grade and yield’ basis, purchaser shall
make payment by check at the point of transfer or shall wire transfer funds to
seller’s account for the full amount of the purchase price not later than the close
of the first business day following determination of purchase price.

“(b) Notwithstanding the provisions of paragraph (a) of this section and
subject to such terms and conditions as the Secretary may prescribe, the parties
to the purchase and sale of livestock may expressly agree in writing, befotre such
purchase or sale, to effect payment in a manner other than that required in
paragraph (a). Any such agreement shall be disclosed in the records of any
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market agency or dealer selling the livestock, and in the purchaser’s records and
on the accounts or other documents issued by the purchaser relating to the
transaction.

(e} Any delay or attempt to delay by a market agency, dealer, or packer
purchasing livestock, the collection of funds as herein provided, or otherwise for
the purpose of or resulting in extending the normal period of payment for such
Hvestock shall be considered an *unfair practice’ in violation of the Act._'Notfhing
in this section shall be deemed to limit the meaning of the term ‘unfair practice’
as used in the Act.”,

‘Sec. 8. Said Packers and Stockyards Act, 1921, as amended (7 U.S.C. 181, et
seq.), is hereby further amended by addmg thereto after section 505 (7 U.B.C.
183) a4 hew section 208, to read as follows:

. BECc, 208, (a) It is. hereby found that a burden on and obstruetion to commerce
in livestock is caused by financing ar’rangements under which packers encumber,
give lenders security interest in, or place lians on, livestock purchased by pack-
ers in cash sales; or on inventfories of or receivables or proceeds from meat, meat
food products, or llvestock products therefrom, when payment is not made for the
livestock and that such arrangements are contrary to the public interest. This
section is intended to remedy such burden on and obstruction to commerce in
livestock and protect the public interest.

“{b) All livestock purchased by a packer in cash sales, and all inventories of,
or receivables or proceeds from ment, meat food products, or livestock products
derived therefrom, shall be held by such packer in trust for the. benefit of all
unpaid cash sellers of such livestock until full payment has been received by such
unpaxd sellers: Provided, however, That any packer whose average annyal pur-
chases o not exceed $500 000 will be exémpt from the provisions of this section.
Payment shall not be considered to have been made if the seller receives a pay-
ment instrument which is dishonored : Provided, however, That the unpaid seller
shall lbse the beneﬁt of such trust if, in the ev ent that a.payment instrument has
not been received within fifteen days of the final date for making a payment
under section 408, or within five business days after the seller has received notice
that ' the payment instrument promptly presented. for payment has been dis-
honored, the seller has not preserved his trust under this subsection.

“Phe trust shall be preserved by giving written notice to the packer and by.
filing such notice with the Secretary.

“{c) For the purpose of this section, a cash sale means a sale in which the
seller does not expressly extend credit to the. buyer.”, ”

Sec. 9. Said Packers and Stockyards Act is further amended by adding after
new section 409 a new section 410 to read as follows:

“Sec. 410. No requirement of auy State or territory of the United States, or
any subdivision thereof, or the District of Columbia, with respect to bonding
of packers or prompt payment by packers for Iivestock purchases may he
enforced upon any packer operating in compliance with. the bonding provisions
under the Act of July 12, 1943 (57 Stat. 422; 7 U.S8.C. 204), and prompt payment
provisions of section 409 of this Act respectively noo

‘Sec. 10. Pending proceedings shall not be abated by reason of any provision
of this. Act, but shall be disposed of pursuant to the provisions of the Packers
and Stockyards Act, 1921, as amended, and the Act of July 12, 1943, in effect.
immediately prior to the effective date of this Act.

8gc. 11, Section 407 of such Act is amended by addmg a new subsection (d}
to réad ag follows:

H{ady There is hereby authorized to be appropriated to earry out the purposes
of this Act for each fiscal year beginning with the fiscal year ending Septem-
ber- 30, 1978, such sums as may hereafter be authorized biennially by the
Congress ”?,

Brier EXPLANATION OF THE LEGISLATION’

" H.R. 8410, as amended, would operate to assure livestock producers
they will recelve payment for the animals they send to packing plants
by amending the Packers and Stockyards Act, 1921, as amended.

In brief, the bill would:

(1) Requlre any packer with average annual purchases of over
$500,000 to be bonded and to hold all livestock, meats, and proceeds
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thérefrom in trust until all producers who had sold livestock to the
packer on a cash basis had received payment for such livestock:.

- (2): Clearly bring wholesale brokers, dealers, and distributors
marketing meats, meat food products or livestock products under
regulation as packers under title IT of the Act; and bring under the
jurisdiction of the Secretary of Agriculture all transactions of packers
which operate in commerce—not merely these transactions which are
themselves in commerce. o

(8) Give the Secretary of Agriculture authority to order packers
to cease and desist from operating while insolvent except under such
conditions as he may prescribe. The bill also gives the Secretary spe-
cific authority to request the Attorney (eneral to seek a temporary
injunction in Federal district court, pending administrative action,
to prevent irreparable injury to producers or members of the industry
which would result if persons subject to the Act were permitted to
operate while insolvent or otherwise in violation of the Act.

(4) Authorize the filing in court of a private cause of action seek-
ing damages against any person subject to the Act arising out of his
violation of any provision of the Act, or of any order of the Secretary
under the Act, relating to purchase, sale or handling of livestock.

(3) Require packers, market agencies and dealers purchasing live-
stock to deliver to-the seller or his agent at the point of transfer of
possession of the animals by check or wire transfer of funds to the
seller’s account the full amount of the purchase price before the closs
of the next business day unless otherwise agreed in writing. Any
delay or attempt to delay payment would constitute an unfair praec-
tice 1n violation of the Packers and Stockyards Act. :

~(6) Provide that the packer bonding and prompt payment provi-
gions would preempt State laws on the same subject.

(7) Require, beginning with the fiscal year ending September 30,
1978, biennial authorization of appropriations to carry out the pur-
poses of the Packers and Stockyards Act.

Purrose aND NEED For LEGISLATION

The Packers and Stockyards Act, 1921 (42 Stat. 159, 7 U.S.C. 181
et seq.), was enacted at a time when well over 80 percent of all live-
stock was sold through large terminal markets. The Act provided for
close supervision by the Secretary of Agriculture of transactions in-
volving the purchase and sale of livestock at such markets. The Act
served its purpose well, and, in 1935, was amended to bring the pur-
chase and sale of poultry at major markets within the Secretary’s
regulatory jurisdiction, The failure by Congress to include in the Act
a provision requiring bonds of market agencies and dealers was early
recognized, and discretionary authority to require such bonds was
granted to the Secretary in the annual Department of Agriculture
Appropriation Acts from 1924 until 1942. This authority was made
permanent by the Act of July 12, 1943 (57 Stat. 422, 7 U.S.C. 204).

However, in the decades following enactment of the basic statute in
1921. and especially in the decade following World War IT, the pattern
of livestock marketing in the -United States changed drastically.
Fewer and fewer livestock moved to slaughter through the great
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terminal markets. By the mid-1950’ it had become clear that packers
were purchasing a large percentage of their slaughter livestock
through country auction markets. In 1958, Congress amended the Act
to subject such markets to supervision by the Secretary (Act of Sep-
tember 2, 1958, 72 Stat. 1749). National livestock marketing patterns
continued to change as packers continued the push to acquire slaughter
livestock at its source. 'f)oday the Department of Agriculture estimates
that well over 80 percent of all slaughter livestock is purchased by
packers directly from producers and custom feedlots.

. The consequences of these changes in livestock marketing patterns
is dperhaps best reflected in statistics of the Packers and Stockyards
Administration which picture the results of the increased exposure of
livestock producers to the risks created by certain business practices
engaged in by members of the packing industry. Between 1958 and
early 1975 167 packers failed, leavin ﬁvestock producers unpaid for
over $43 million worth of livestock. By far the largest of such fail-
ures was that of American Beef Packers (ABP), which went bank-
rupt in January 1975, leaving producers in 13 states unpaid for a
total of over $20 million in livestock sales. Of particular concern to the
livestock producers in this instance was the fact that ABP’s principal
source of financing, General Electric Acceptance Corp., stood ahead of
them among the bankrupt’s creditors by virtue of its duly protected
security interest in ABP’s inventory, ete., i.e., livestock and derivative
products which the producers had sold on a cash basis and for which
they had not been paid.

As of July 1, 1975, 23 States had responded to the ominous trend of
packer failures by enacting laws requiring bonds of packers. In the
wake of the ABP bankruptcy, several States, including Kansas, Okla-
homa, and Texas, have enacted laws subjecting packers to strict
prongpt X&yment requirements.

USDA figures show that in 1973 some $31 billion worth of livestock
and $4 billion worth of poultry were marketed in the United States,
representing approximately one-third of all farm income. Livestock
is probably the single most important source of protein in the Ameri-
can diet. Thus, livestock producers occupy a position of unique na-
tional importance. No individual is engaged in a riskier endeavor or
one more vital to the national interest than the producer. And no
entrepreneur is so completely at the merey of the marketplace. The
livestock producer, if he successfully combats the vicissitudes of
weather, financing, skyrocketing costs, etc., must sell when his cattle
are ready irrespective of the market. His Iivestock may represent his
entire year’s output. And, if he is not paid, he faces ruin. While some
may argue that business is business and that farmers must take their
chances along with everyone else, this Committee must view the situa-
tion from a larger perspective. We would be derelict in our responsi-
bilities to the American people if we failed to address the evils which
have inflicted heavy losses upon the very: producers upon whom the
Nation depends for such an important part of its basic foed supply.

SECTION-BY-SECTION ANALYSIS

 Section 1.—This section amends the'provision contained in the Ap-
propriation Act of July 12, 1943 (57 Stat. 422, 7 U.S.C. 204), which
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empowers the Secretary of Agriculture to require reasonable bonds
from market agencies and dealers, to clarify that the Secretary’s au-
thority to require such bonds extends to packers as well. However, the
provision applies only to packers whose average annual purchases ex-
ceed $500,000 and such a packer could be required to be bonded only
in connection with his livestock purchasing operations. '

~ Section 2—This section amends section 201 of the Packers and
Stockyards Act (defining the term “packer”) by deleting subsection
(d) thereof and by revising subsection (¢) to clarify that persons who,
as wholesale brokers, dealers, or distributors, market in commerce
meats, meat food products, or livestock products in unmanufactured
form are encompassed within the definition. The effect is to clearly
make such persons subject to regulation under title IT of the Act.
However, the amendment makes no change in subsections (a) and
(b) of section 201. , ' ,

Section 3.~—~This section deletes the phrase “in commerce” from sec-
tion 202 (relating to packers) and subsection (a) of section 312 (relat-
g to stockyard owners, market agencies, or dealers) of the Act, which
prolibit unfair, unjustly discriminatory or deceptive practices, etc.
The effect of this amendment is to bring within these sections all
transactions of persons subject to the Secretary’s jurisdiction under
the Act, and not merely those transactions which occur in commerce.

Section 4.—This section further amends the bonding provision con-
tained in the Act of July 12, 1943 (7 U.S.C. 204) to empower the
Secretary of Agriculture. after notice and hearing, to issue an order
under the provisions of section 203 of the Act requiring an insolvent
packer to cease and desist entirely from purchasing livestock, or to
cease and desist from purchasing livestock except under such condi-
tions as the Secretary may prescribe to effectuate the purposes of the
Act.

Section 5.~~This section amends title IV of the Act by redesignating
section 408 as section 411 and by adding to the Act a new section 408.
In the eveut any person subject to the Act does not have the required
bond. or has failed, or is unable, to pay for livestock, meats, etc., or
has operated while insolvent or otherwise in violation of the Act, the
new section gives the Secretary specific authority to request the Attor-
ney General to seek from U.S. district court a temporary injunction
or order restraining such person from operating subject to the Act,
or from so operating except under such conditions as would protect
affected persons until the Secretary could institute and complete ap-
propriate administrative proceedings. With the approval of the Attor-
ney General; attorneys employed by the Secretary could appear for
the Secretary and the U.S. district court in which the person resides or
has liis principal place of business would be empowered to issue a tem-
porary injunction or restraining order, without bond.

Seetion 6.—This section amends subsection (a) of section 308 of
the Act to add packers to the categories of regulated persons against
whom a private action could be brought by any person injured by
a violation of the Act. However, the specific reference to violation of
sections 304, 305, 306, or 307 of the Act is deleted and packers, stock-
yard owners, market agencies, or dealers would be hable only for
violation of any provision of the Act or order of the Secretary relat-
ing to the purchase, sale or handling of livestock. '
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- Section ?.—This section adds to title IV of the Packers and Stock-
vards Act a new section 409 which, absent an éxpress prior agree-
ment in writing between the buyer and seller, requires each packer
market agency, or dealer purchasing livestock before the close of
the next business day following the pyrchase of livestock and transfer
of possession thereof to wire transfer funds to the seller’s. account
or to deliver to the seller or his duly authorized agent, at the point
of transfer of possession of the livestock, a check for the full amount
of the purchase price. The delivery of a draft would not satisfy this
requirement. In the case of a purchase on a carcass or “grade and
yield” basis the check or wire transfer of funds would be due not
later than the close of the first business day following determination
of purchase price. Any delay or attempt to delay by a market agency,
dealer, or packer purchasing livestock, the collection of funds as pro-
vided pursuant to subsection (a) or (b) or otherwise for the purpose
of or resulting in extending the normal period of payment for such
Rvestock shall be considered an “unfair practice” in violation of the
ct.

Section 8—This section adds to title IT of the Act a new section
206 which applies to any packer whose average annual purchases ex-
ceed $500,000. The new section requires that all livestock purchased
by a packer in cash sales, and all inventories of, or receivables or pro-
ceeds from, meat, meat food products, or livestock products derived
therefrom be held by such packer in trust for the benefit of all unpaid
cash sellers of such livestock until full payment has been received by
such unpaid sellers. Payment shall not be considered to have been
made if the seller receives a payment instrument which is dishonored.
However an unpaid seller loses the benefit of the trust unless he gives
written notice to the packer and to the Secretary (1) within 15 days
of the final date for making payment under section 409, or (2) within
5 days after he has received notice that the payment instrument,
promptly presently for payment, has been dishonored. A cash sale
1s defined as a sale in which the seller does not expressly extend credit
to the buyer.

No specific identification of the livestock from which carcasses,

meats, proceeds or receivables were derived is required. Instead, they
are held in a pool in trust for the benefit of all unpaid cash sellers.
Each such seller would be entitled to a pro rata share in settlement of
his account. The trust does not extend to livestock, meats, etc., which
have been purchased from the packer in good faith transactions. The
provisions of this section would prevail over State law.
. Section 9—This section adds to title IV of the Act a new section 410
(preemption provision) which provides that no requirement of a
SIt)ate or territory of the United States or any subdivision thereof or
the District of Columbia with respect to bonding of packers, or prompt
payment by packers, for livestock purchases may be enforced upon
any packer operating in compliance with the bonding provisions of the
Act of July 12, 1943, as amended, and the prompt payment provisions
of new section 409 of the Act. ,

Section 10~This section provides that proceedings pendin% upon
enactment of these amendments shall not be abated but shall be dis-
posed of pursuant to the (ﬁ)rovisions of the Packers and Stockyards
Act, 1921, as amended, and the Act of July 12, 1943, in effect imme-
diately prior to the effective date of these amendments.
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Section 11.—This section amends section 407 of the Act by adding
a new subsection (d) which authorizes to be appropriated to carry out
the Iiurpo‘ses of the Packers and Stockyards Act, as amended, for each
fiscal year, beginning with the fiscal year énding September 30, 1978,
such sums as may hereafter be authorized biennially by the Congress.
Subsection (a) of such section contains a general authorization of
appropriations under which the Act, as amended, may be carried out
until October 1, 1977.

Comyrrrer CONSIDERATION

A, HEARINGS

During 1975, the Subcommittee on Livestock and Grains held exten-
sive hearings on H.R. 8410 and related bills. In addition to hearings
in Washington, D.C., the Subcommittee held one day of hearings in
Amarillo, Texas, and a joint one-day hearing with the Senate Commit-
tee on Agriculture and Forestry in Omaha, Nebraska. (See Amend
Packers and Stockyards Act of 1921, Hearings before the Subcommit-
tee on Livestock and Grains, Committee on Agriculture, House of
Representatives, 94th Cong., 1st Sess., July 12, 23, and 24, 1975, Serial
94-CC; Livestock Marketing, Hearings before the Subcommittee on
Agricultural Production, Marketing, and Stabilization of Prices of
the Committee on Agriculture and Forest , United States Senate,
94th Cong., 1st Sess., July 19 and 25, 1975.) Statements were made by
Senators Clark and Culver (Iowa{ Curtis and Hruska (Nebraska),
and Bellmon (Oklahoma), as we ] as by Congressmen Poage and
Hightower (Texas), Thone and McCollister (%ebraska), Grassley,
Harkin, and Bedell (Iowa), Sebelius (Kansas), Litton (Missour:)
and Congresswoman Virginia Smith (Nebraska). Testimony was pre-
sented by the U.S. Department of Agriculture, the U.S. Department of
Justice, & number of individual livestock producers, many State and
national producer and livestock feeder associations, and several pack-
ers and national packer organizations.

The Departments of Agriculture and Justice initially opposed any
form of legislation on the ground that the Administration disfavored
additional regulation. However, the Secretary of Agriculture recently
testified before the Committee on Agriculture and indicated that the
Administration would support meaningful legislation.

The principal complaints from the producer and feeder representa-
tives were the lack of protection from packer failures and from various
devices (such as use of drafts or checks drawn on distant banks)
utilized by packers to delay payment for livestock purchased. The
resulting “float,” which amounts to enormous sums on a national
aggregate basis, is used by é)ackers to help finance their operations.
This group of producer and feeder representatives o*verwhelminglg
supported enactment of a Federal statute which requires bonding of,
and prompt payment by, packers; prevents a packer from encumber-
ing livestock for which he has not paid; gives cash sellers of livestock
to packers a priority over other creditors in the event of bankruptey,
and empowers the Packers and Stockyards A dministration to prevent
packers from operating while insolvent either by administrative order
or court injunction, S '
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The packer representatives supported a uniform national bonding
provision which would preempt the various state requirements. How-
ever, they generally opposed Federal prompt payment or financing
strictures unless any requirement imposed were likewise imposed upon
those to whom packers sell their products.

B. COMMITTEE MARKUTI

The Subcommittee on Livestock and Grains held a markup session
on February 6, 1976. It used as a basis for markup a committee print
of a bill which consisted largely of the provisions of H.R. 8410,
together with a number of amendments. The committee print :

1. Required packers to provide reasonable bonds in con-
nection with their livestock purchasing operations. (Sec. 1)

2. Redefined “packer” to include most persons operating in
commerce in the meat industry; such as persons buying or
otherwise acquiring in ecommerce livestock for slaughter,
manufacturing or preparing in any manner meat or meatf
food products, and brokers, selling agents, distributors, food
retailers purchasing or selling meats. This change would have
made the remedies now available against packers who violate
Section 202 (unfair trade practices% apply to these categories
of persons, (Sec. 2) ‘

3. Provided that the Act regulates all livestock and meat
transactions of persons subject to the Act who are engaged
in business in commerce, regardless of whether the particular
transaction was in comnierce. (Sec. 3) '

4. Provided authority for the Secretary to order packers
t(OS cease) and desist from purchasing livestock while insolvent.

ec. 4 . :

5. Authorized the Secretary to request the Attorney Gen-
eral to seek a temporary injunction or temporary restraining
order in Federal district court pending administrative ac-
tion, to prevent irreparable injury to a person that results
from a person subject to the Act failing to pay for livestock,
meats, meat food products or from otherwise violating the
Act. (Sec. 5) ‘

6. Authorized a civil action for damages for injury sus-
tained as a result of violation of the Act by persons subject
to the Act. (Sec. 6)

-~ 7. Provided for prompt payment by requiring a packer,
market agency or dealer purchasing livestock to transmit or
deliver to the seller or his agent before the close of the next -
business day the full amount of the purchase price, unless
the parties otherwise agreed. (Sec. 7) '

8. Provided three alternative optional remedies for un-
paid sellers of livestock (Sec. 8)— :

“Option 1 made it unlawful for a packer to give a se-
curity interest on livestock purchased in a cash sale in excess
of the amount owed the unpaid seller; - :

“Option 2 created a statutory lien for each seller of live-
stock to a packer in a cash sale that would extend to the

H. Rept. 04-1043—76-2
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livestock, inventories and receivables, and proceeds therefrom: -
- to the extent of the amount owed ; and, o

“Option 3 provided that livestock purchased in a cash sales - .
transaction, the inventories and receivables from the sale of . .
the meat would be held in trust by the packer for the benefit -
of the unpaid seller.”

9. Provided for preeemption of State statutes in respect
2% bog()ling and prompt payment requirements of the Act.

ec. 9) , o

10. Provided for a study of the acquisition of meat, meat
food products, or livestock products in unmanufactured form
by packers (as broadly defined in the committee print), in-
cluding the manner and timing of payment by such packers
after acquisition of meats and products and for the Secre-
tary to provide recommendations on legislation deemed nec-
essary. (Sec. 10)

The Subcommittee discussed the various provisions of the committee
print in great detail. In discussing the amendment to the definition
of “packer,” it was made clear by the Subcommittee that commercial
feedlots, which only handle livestock that belong to others were not
included within the definition of a packer. The Subcommittee also
made it clear that the definition of packer exempted poultry dealers
or processors, then voted to delete any reference to poultry in section
5 which authorized the Secretary to require packers to cease and desist
from making purchases while insolvent, and to exclude poultry from
section 6, the section that authorizes private causes of action against
persons who violate provisions of the Act.

The Subcommittee members reviewed in detail section 8 and voiced
agreement with the change under which packers operating in com-
merce would be covered under section 202 and 312(a) with respect to
all their transactions—deleting the current requirement of law that
each and every transaction charged as a violation must be an inter-
state transaction.

The Subcommittee amended the prompt payment provision (sec-
tion 7) to expressly require that any agreement of the parties to pro-
vide that they be excluded from its provisions must be in writing.
The issue arose as to whether the agreement between the packer and
the livestock dealer must be renewed each time there is a transaction
and it was indicated in the discussion that the agreement can be for
a certain specified time or an unlimited time.

Committee members discussed also the provisions authorizing tem-
porary restraining orders and temporary injunctions and expressed
the view that the actions were not to be ex parte but were to be taken
after notice to the opposing party.

In considering the section that provides remedies to an unpaid live-
stock seller in a cash sales transaction (Sec. 8), the Subcommittee
voted down an amendment that would have deleted the entire section.
It then voted to adopt Option 8, which provided for the livestock,
inventories and accounts receivable to be held in trust by the packer
for the unpaid seller. It was explained that this provision was based
on the Court of Appeals decision in the case of I'n Re Samuels Co., Inc.,
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483 F. 2d 557 (56th Cir. 1973), in which the Court interpreted the
Packers and Stockyards Act and implementing regulations as provid-
ing for this result and that the constructive trust prevailed over provi-
sions of state law. The Supreme Court later overruled the Circuit
Court on the ground that the Packers and Stockyards Act contained no
trust provision. It was made clear in the discussion that the trust ap-
plied only to livestock, meats, receivables and proceeds in the hands
of the packer who purchased livestock from the unpaid seller and not
to subsequent purchasers from such packer. The Subcommittee
adopted perfecting amendments to provide that the trust applied not
only to inventory and receivables but also to cash realized by the
packer on the sale of meat, and that payment would not be consid-
ered to be made if a livestock seller received a payment instrument
which was dishonored. ‘

The Subcommittee, after discussion, deleted from the committee
print section 10 which provided for the study of payment practices
of packers buying meat and meat products. It agreed to consider at a
later time the possibility of a section requiring prompt payment by
purchasers from packers.

The Subcommittee then agreed by voice vote, in the presence of a
quorum, to report to the full Committee H.R. 8410, together with the
amendments adopted in the markup session.

The Committee on Agriculture met in markup session to consider
the bill, H.R. 8410, as amended on February 19, March 30, and
March 31, 1976. The Committee adopted a number of amendments to
the bill reported by the Subcommittee. Included among the amend-
ments was a provision to exclude from the bonding and the trust
provisions packers whose average annual purchases do not exceed
$500,000.

The Committee agreed to an amendment by Mr. Kelly to section 2
dealing with the definition of “packer,” to reinstate subsections (a)
and (b) of the present definition now contained in the Act, but to in-
clude, as well, persons marketing meats, meat food products, or live-
stock products in unmanufactured form while acting as wholesale
brokers, dealers, or distributors in commerce. The latter provision
would cover wholesalers of boxed beef.

An amendment to section 6 (private causes of action for violations
of provisions of the Act), proposed by Mr. Thone, was adopted to
limit the provisions of this section to violations relating to the pur-
chase. sale or handling of livestock rather than to have it apply to any
violation of the Act as provided in the bill reported by the Subcom-
mittee.

Considerable discussion ersued on an amendment to section 7
{prommt pay) proposed by Mr. Hightower. The amendment. restruc-
tures the promnt payment provision to require pavinent solely bv de-
liverv of a check or wire transfer of funds to the seller’s account elimi-
nating payment by mail. Tt also provides that in the rase of a pur-
chase on a carcass cr “grade and yield” basis, payment is required not
later than the close of the first business dav following determination
of the purchase price. It was pointed out that, if a producer made a
sale to a packer and contracted for the hauling of the cattle to the
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packer, the transfer of possession would occur at the packing plant,
and that the packer would have the obligation to make payment to
the seller or his agent at that point. If the buyer stands ready, willing,
and able to tender a check at the point of transfer of possession at the
time transfer takes place and for 24 hours thereafter, but no repre-
sentative of the seller appeared to accept the check, the buyer would
have satisfied his obligation under this provision. The buyer would,
liowever, still have an obligation to make payment within a reasonable
period of time. ] .

The seller could pick up the check himself or constitute a commis-
sion agent or trucker as his agent to pick up the check. He could also
agree in writing to other payment arrangements. The Committee
agreed to an amendment to provide that such other arrangements
would be subject to such terms and conditions as the Secretary might
prescribe to protect either party from being forced into an arrange-
ment to which he otherwise might not wish to agree or to cover other
unforeseen circumstances. The Committee deleted from the amend-
ment any reference to “transmittal” of payment to make clear that,
absent a prior written agreement between seller and buyer, the pay-
ment requirement could not be satisfied by transmitting it by iail.
The Committee then agreed to the Hightower amendment by voice
vote.

An amendment was offered by Mr, Bedell which would have made
poultry processors subject to those provisions of the Act which au-
thorize cease and desist orders and preliminary injunctions pending
administrative action in the event of violations, The amendment was
rejected,

]Mr. Foley offered an amendment to delete from the bill section 8
which provides for impressing a trust in behalf of an unpaid seller.
It was argued that this provision resulted in overbalancing the bill in
favor of the sellers of livestock when added to the other protections
provided unpaid sellers, such as the bonding and prompt payment
provisions, and the provisions for cease and desist orders, injunctions
and private causes of action for damages. Also it was stated that it
would adversely affect the ability -of small independent packers to
obtain credit and thus militate against their creditworthiness since
small packers might not be able to obtain financing until the check
they gave in payment cleared the bank which may be as long as a week
or more after receipt of the check. The amendment lost by a vote of
8-18. \

Mr. Thornton proposed an amendment to require the unpaid seller
to take prompt action to perfect his trust or lose its benefit. Under his
amendment, written notive would be required to be made to the packer
and to the Secretary within 10 days of the final date for making pay-
ment if a payment instrument had not been received or within 5 days
after the seller received notice that the payment instrument promptly
presented for payment had been dishonored. The amendment was
adopted by a vote of 17-14. It was later amended by the Committee at
the instance of Mr, Moore to extend from 10 to 15 days the deadline
for giving written notice in the event of nonpayment and to make
other technical changes.
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Mr. de la Garza then proposed an amendment to assure effective
continual oversight by the 8ommittee of activities under the Act.
Under his amendment, an annual authorization of appropriations
would be required beginning with the fiscal year ending September 30,
1978. The authorization for appropriations currently in the Act would
provide authority until October 1, 1977, for funding the Packers and
Stockyards Act, as amended by this bill. o

This proposal was amended to require the authorization to be made
every 2 years instead of on an annual basis. The amendment, as
amended, was adopted by the Committee, It then adopted a few techni-
cal perfecting amendments. The Committee rejected an amendment
by Mr. McHugh to require sellers of livestock to disclose the existence
of liens and security interests in the livestock at the time of sale, sub-
ject to criminal penalties in the event of a violation.

Finally, the Committee voted to strike everything after the enact-
ing clause and insert as a substitute the provisions of H.R. 8410 with
the amendments agreed to in the markup session and to report the bill
with such amendment to the House with a recommendation that it do
pass. The action was taken in the presence of a quorum by a vote of
35-2.

ApmintsTRATION PosiTion

On July 23,1975, at the time of the hearing on H.R. 8410 and related
bills, representatives of the Administration testified in opposition to
these bills, and a letter dated August 18, 1975, was received from the
Department of Agriculture also opposing the bills.

On February 38, 1976, the Secretary of Agriculture appeared before
the Committee on Agriculture to testify regarding the general agri-
cultural situation. At that time, the Secretary expressed a different
position in the following colloquy with Mr. Thone:

“Mr. TaonE. * * * I would like to then briefly explore the Stock-
yards Act amendments. We have held hearings in Texas and Nebraska
on this as well as here in Washington.

“We worked closely with Mr. Poage on it. Mr. Bergland and I
have a bill which will be marked up Friday, H.R. 8410,

“If you remember some time ago we wanted to put some teeth in
that paper tiger called the Stockyards Administration. At the eleventh
hour we had the rug pulled out from under us by OMB, Justice,
USDA, and I don’t really know who else. One of your emissaries came
up and apologized for it.

“That did not help us too much at that time.

“Is it my understanding that if we come up with a meaningful bill
that will effectively do something in this area, we will have strong
Administration support. Is this correct ?

“Mr. Butz. Yes. I think the objection earlier was based on the fact
that they did have budgetary implications and manpower implica-
tions, but in the meantime there are some 22 States that passed bond-
ing requirements. We have a crazy guilt pattern in no-mans land
out there. Somebody has to cooperate with across state line situations.

“There is a need for standardization.”
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CURI‘D\T Axp Five SUBSEQUENT Fiscar Year Cost EstistaTe

Pursuant to clause 7 of rule XIII of the Rules of the House of Rep-
resentatives, the Committee submits the following cost estimates re-
garding costs to be ineurred by the Federal Government during the

“current and the five subsequent fiscal years as the result of the enact-
ment of this legislation. The Committee is of the view that. program
costs should approximate the estimates provided by the Congressional
Budget Office. The Congressional Budget Office has estimated pro«rram

costs as follows:
[In thousands of-dollars]

Transition quarter_.____._._______ - 278
Fiscal year:
1977 o __ - ——e e 1,161
1978 .- 1,234
AT e 1,293
1980 I -—- 1,366
21981 —— R - 1,435

The basis for these figures is explalned in the Budget Act Compliance
section of this report.

The U.S. Department of Agriculture has estimated slightly higher
costs. The difference between the two sets of estimates is attributable
to a difference in the effect of inflation over the 5-year period.

‘'The cost estimate received from the Department appears in full
below : :

: DEPARTMENT OF AGRICULTURE,

OFFICE OF THE SLCRETARY,
Washington, D.C., April 9, 1976.
Hon. Tmoumas S. Forey,
Chairman, Committee on Agriculture,
House of Representatives, Washington, D.C.

Dear Mr. Caamrman: As requested the following are our estimates
of the cost of H.R. 8410, approved by the House Committee on Agr
culture on March 31, 1976. The present costs of implementing the %111
would be apprommately $1.1 million. Of this amount, $200,000 would
be due to the preemption of States in section 9 of the bill,

The 5-year cost, with projected inflation, are as follows:

[In thousands of dollars]
Fiscal year:

T 1,152
1978 - e 1,238
1979 e 1,325
1980 __ i L e 1,411
198 e 1, 491

Ricuarp L. Frurner, Assistant Secretary.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1) (4) of Rule XTI of the Rules of the House
of Representatives, the Committee estimates that enactment of H.R.
8410 will have no inflationary impact on the national economy. To
the contrary, it will assist in assuring that sellers of livestock will be
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paid promptly and in full on sales of livestock to packers thereby
contributing to the economic viability of ‘many small producers and
to continuation of a reliable supply of meat for consumers.

'

Bupeer Act COMPLIANCE (SEC’i‘ION 308 AND SkcTION 403)

The provisions of clause'2(1) (3) (B) of Rule XI of the Rules of
-the House of Representatives and section 308(a) of the Congressional
Budget Act of 1974 (relating to estimates of new budget authority
or new or increased tax expenditures) are not considered applicable.
The estimate and comparison prepared by the Director of the Con-
gressional Budget Office under clause 2(1) (8) (C) of Rule XTI of the
"Rules of the House of Representatives and section 403 of the Congres-
sional Budget Aet of 1974 submitted to the Committee prior to the fil-
ing of this report are as follows:

Coxcress OF THE UNITED STATES,
Concression AL Bupcer OFFICE,
: y Washington, D.C., April 7, 1976.
Hon. Tuomas S. Forry,
Chairman, Committee on Agriculture, U.S. House of Representatives,
 Washington, D.C.
. Drar Mr. CraIRMAN : Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estimate for H.R. 8410, Amendments to the Packers and
‘Stoeckyards Act of 1921, :
Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.
Sincerely,

Arice M. Rivuin, Director.
ConerEssioNAL Bupcer OFFICE

COST ESTIMATE

1. Bill Number : H.R. 8410. ,

2. Bill Title: Amendments to the Packers and Stockyards Act of
1921.

3. Purpose of Bill:

General.—This bill amends the Packers and Stockyards Act of 1921
by requiring any packer with average annual purchases of over
$500,000 to be bonded. The bill would also bring brokers and other
wholesalers of meat under the regulatory jurisdiction of the Secretary
of Agriculture.

Specific.—Section 1 requires that every packer with average annual
purchases of over $500,000 must be bonded.

Section 5 gives the Secretary of Agriculture authority to order pack-
ers to stop operating while insolvent, except under certain conditions
“which he may prescribe. ' ;

Section 7 requires packers, market agencies and dealers purchasing
livestock to deliver to the seller or his agent, at the point of transfer

AprL 7, 1976.
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of the animals, a check or wire transfer for the full amount of the
purchase before the close of the next business day unless otherwise
agreed in writing.

Section 9 provides that the provisions of this bill preempt state
laws which cover the same subject.

4. Cost Estimate:

[In thousands of dollars]

Transition quarter 278
Fiscal year:
1977 : ‘ 1,161
1978 i 1, 234
1979 - 1,293
1980 -~ 1, 366
1981 _— 1,435

5. Basis for Estimate: Presently the Packers and Stockyards Ad-
ministration within the Department of Agriculture, supervises mar-
ket agencies and dealers purchasing livestock. This bill expands the
USDA responsibility to packers, and therefore there will be a need for
additional personnel. The administration now has 198 people, 134 in
thirteen regional offices and 64 in Washington. The present mix of
personnel is 2.5 professionals to 1 clerical. LThe people in the regional
office perform many duties and the additional personnel would have to
work within this system. This bill would require the USDA personnel
to monitor bonding, check on the packer’s solvency, bring injunctions
agamst violators of the Act, and investigate complaints. In addition,
extra personnel would be needed to take over functions now being
done by some states, as authorized by Section 9 of the bill. To pérform
these duties, it is estimated that each of the thirteen regional offices
would need 3 additional professionals and 1 clerical. The Washington
office would only need 5 additional staff members and the General
Counsel’s Office would need an additional 2 lawyers to handle the in-
creased legal tfunctions. The clerical rate of a GS-T, step 5 ($12,518),
multipliea by 15 clericals equals $187,770. The professional rate of a
GS-11, step 1 ($16,255), multiplied by 44 equals $715,220, which gives
a total personnel cost of $902,990. Overhead costs of 18 percent are
applied to this number to get $162,538, this figure includes the costs
for training, equipment, travel and rent. The total FY 1976 cost of this
bill would be $1,065,628. Manpower costs were based on FY 1976 fig-
ures and have to be adjusted tor inflation for 1978 through 1981. The
1978 cost would then be $1,234,308.

6. Estimate Comparison : None.

7. Previous CBO Estimate : None.

8. Estimate Prepared By : Jack Garrity (225-5275)

9. Istimate Approved By: .

James L. Buoy,
Assistant Director for Budget Analysis.

OVERSIGHT STATEMENT

No summary of oversight findings and recommendations made by
the Committee on Government Operations under clause 2(b) (2) of
Rule X of the Rules of the House of Representatives was available to
the Committee with reference to the subject matter specifically ad-
dressed by H.R. 8410, as amnended.
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No specific oversight activities, other than the hearings accompany-
ing the Committee’s consideration of H.R. 8410, as amended, and
related bills were made by the Committee, within the definition of
clause 2(b) (1) of Rule X of the House.

Cuaxcees 1Ny Existing Law

In compliance with clause 3 of Rule XTI of the Rules of the House
of Representatives, changes in existing law made by the bill are shown
as follows (existing law proposed to be omitted is enclosed in black
brackets, new matter is printed in italic, and existing law in which no
change is proposed is shown in roman) :

PACKERS AND STOCKYARDS ACT, 1921, AS AMENDED

An Act 1o regulate interstate and foreign commerce in live stock, live-stock
products, dairy produects, poultry, poultry products, and eggs, and for other
purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in CUongress assembled,

TITLE I--DEFINITIONS

This Act may be cited as the “Packers and Stockyards Act, 1921.”

Skc. 2. (@) When used in this Act—

(1) The term “person” includes individuals, partnerships, corpora-
tions, and associations;

(2) The term “Secretary’ means the Secretary of Agriculture;

(8) The term “meat food products” means all products and by-
products of the slaughtering and meat-packing industry—if edible;

(4) The term “live stock” means cattle, sheep, swine, horses, mules,
or goats—whether live or dead;

(5) The term “live-stock products” means all products and by-
products (other than meats and meat food products) of the slaugh-
tering and meat-packing industry derived in whole or in part from
Jive stock; and

(6) The term “commerce” means commerce between any State,
Terntory, or possession, or the District of Columbia, and any place
outside thereof; or between points within the same State, Territory,
or possession, or the District of Columbia, but through any place
outside thereof; or within any Territory or possession, or the Dis-
trict of Columbia.

() For the purpose of this Act (but not in anywise limiting the
foregoing definition) a transaction in respect to any article shall be
considered to be in commerce if such article is part of that current
whereby livestock, meats, meat food products, live-stock products,
dairy products, poultry, poultry products, or eggs, are sent from one
State with the expectation that they will end their transit, after
purchase, in another, including, in addition to cases within the
above general description, all cases where purchase or sale is either
for shipment to another State, or for slaughter of live stock within
the State and the shipment outside the State of the products re-
sulting from such slaughter. Articles normally in such current of

H. Rept. 94-1043—76
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commerce shall not be considered out of such current through
resort being had to any means or device intended to remove trans-
actions in respect thereto from the provisions of this Act. For the
purpose of this paragraph the word “State” includes Territory, the
District of Columbia, possession of the United States, and foreign

nation.
TITLE II—PACKERS

[Sec. 201. When used in this Act—

[The term “packer” means any person engaged in the business
(@) of buying live stock in commerce for purposes of slaughter, or
(6) of manufacturing or preparing meats or meat food products
for sale or shipment in commerce, or (¢) of manufacturing or pre-
paring live-stock products for sale or shipment in commerce, or
(d) of marketing meats, meat food products, live-stock products,
dairy products, poultry, poultry products, or eggs, in commerce; but
no person engaged in such business of manufacturing or preparing
live-stock products or in such marketing business shall be consid-
ered a packer unless—

[(1) Such person is also engaged in any business referred to in
clause (a) or (&) above, or unless

L(2) Such person owns or controls, directly or indirectly, through
stock ownership or control or otherwise, by himself or through his
agents, servants, or employees, any interest in any business referred
toin clause (@) or (&) above, or unless

L(3) Any interest in such business of manufacturing or preparing
live-stock products, or in such marketing business is owned or con-
trolled, directly or indirectly, through stock ownership or control or
otherwise, by himself or tl}lrrough is agents, servants, or employ-
ees, by any person engaged in any business referred to in clause
(@) or (b) above, or unless

L(4) Any person or persons jointly or severally, directly or
indirectly, through stock ownership or control or otherwise, by them-
selves or through their agents, servants, or employees, own or con-
trol in the aggregate 20 per centum or more of the voting power or
control in such %usiness of manufacturing or preparing live-stock
products or in such marketing business and also 20 per centum or
more of such power or control in any business referred to in clause
(@) or (b) above.]

Skc. 201. When used in this Act the term “packer” means any
person engaged in the business (a) of buying livestock in commerce
for purposes of slaughter, or (b) of manufacturing or preparing meats
or meat food products for sale or shipment in commerce, or (c¢) of
marketing meats, meat food products, or livestock products in an
unmanufacturerd form acting as a wholesale broker, dealer or dis-
tributor in commerce: Provided, however, That nothing in this sec-
tion shall affect the jurisdiction of the Federal Trade Commission
with respect to retail sales of meat, meat food products, livestock
products in unmanufactured form, or poultry products as provided
in Section 406 of this Act.

Skc. 202. It shall be unlawful with respect to livestock, meats, meat
food products, livestock products in unmanufactured form, poultry,
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or poultry products for any packer or any live poultry dealer or
handler to: o

(@) Engage in or use any unfair, unjustly discriminatory, or decep-
tive practice or device [[in commerce] ; or

() Make or give [in commerce,] any undue or unreasonable pref-

erence or advantage to any particular person or locality in any respect

whatsoever, or subject [in commerce,] any particular person or locality
to any undue or unreasonable prejudice or disadvantage in any respect
whatsoever; or

(¢) Sell or otherwise transfer to or for any other packer or any
live poultry dealer or handler, or buy or otherwise receive from or
for any other packer or any live poultry dealer or handler, any article
for the purpose or with the effect of apportioning the supply [in com-
merce] getween any such packers, if such apfportlonment has the tend-
ency or effect of restraining commerce or of creating a monopoly [in
commerce], or

(d) Sell or otherwise transfer to or for any other person, or buy
or otherwise receive from or for any other person, any article for
the purpose or with the effect of manipulating or controlling prices
[in commerce], or of creating a monopoly in the acquisition of, buy-
ing, selling, or dealing in, any article [in commerce], or of restraining
commerce; or

(¢) Engage in any course of business or do any act for the pur-
pose or with the effect of manipulating or controlling prices [in com-
merce], or of creating a monopoly in the acquisition of, buying, sell-
ing, or dealing in, any article [in commerce], or of restraining com-
merce; or

(7) Conspire, combine, agree, or arrange with any other person
(1) to apportion territory for carrying on business [in commerce], or
(2) to apportion purchases or sales of any article [in commerce], or
(3) to manipulate or control prices [in commerce]; or

(g) Conspire, combine, agree or arrange with any other person to
do, or aid or abet the doing of, any act made unlawful by subdivision
(@), (3), (c). (d), or (e).

Sec. 208. () Whenever the Secretary has reason to believe that
any packer has violated or is violating any provision of this title,
he shall cause a complaint in writing to be served upon the packer,
stating his charges in that respect, and requiring the packer to attend
and testify at a hearing at a time and place designated therein, at
least thirty days after the service of such complaint; and at such time
and place there shall be afforded the packer a reasonable opportunity
to be informed as to the evidence introduced against him (including
the right of cross-examination), and to be heard in person or by
counsel and through witnesses, under such regulations as the Secre-
tary may prescribe. Any person for good cause shown may on appli-
cation be allowed by the Secretary to intervene in such proceeding,
and appear in person or by counsel. At any time prior to the close of
the hearing the Secretary may amend the complaint; but in case of
any amendment adding new charges the hearing shall, on the request
of the packer, be adjourned for a period not exceeding fifteen days.

(0) If, after such hearing, the Secretary finds that the packer
has violated or is violating any provisions of this title covered by
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the charges, he shall make a report in writing in which he shall
state his findings as to the facts, and shall issue and cause to be
served on the packer an order requiring such packer to cease and
desist from continuing such violation. The testimony taken at the
hearing shall be reduced to writing and filed in the records of the
Department of Agriculture.

8:) Until the record in such hearing has been filed in a court of
appeals of the United States, as provided in section 204, the Secre-
tary at any time, upon such notice and in such manner as he deems
proper, but only after reasonable opportunity to the packer to be
heard, may amend or set aside the report or order, in whole or in part.

(d) Complaints, orders, and other processes of the Secretary under
this section may be served in the same manner as provided in section
5 of the Act entitled “An Act to create a Federal Trade Commission,
to define its powers and duties, and for other purposes,” approved
September 26, 1914.

Sec. 204. (¢) An order made under section 203 shall be final and
conclusive unless within thirty days after the service the packer ap-
peals to the court of appeals for the circuit in which he has his prin-
cipal place of business, by filing with the clerk of such court a written
petition praying that the Secretary’s order be set aside or modified
in the manner stated in the petition, together with a bond in such sum
as the court may determine, conditioned that such packer will pay the
costs of the proceedings if the court so directs.

(&) The clerk of the court shall immediately cause a copy of the
petition to be delivered to the Secretary, and the Secretary shall there-
upon file in the court the record in such proceedings, as provided in
section 2112 of title 28, United States Code. 1f before such record is
filed the Secretary amends or sets aside his report or order, in whole
or part, the petitioner may amend the petition within such time as the
court may determine, on notice te the Secretary.

(¢) At any time after such petition is filed, the court, on applica-
tion of the Secretary, may issue a temporary injunction, restraining,
to the extent it deems proper, the packer and lis officers, directors,
agents, and employees, from violating any of the provisions of the
order pending the final determination of the appeal.

(&) The evidence so taken or admitted, and filed as aforesaid as a
part of the record, shall be considered by the court as the evidence in
the case. The proceedings in such cases in the court of appeals shall
be made a preferred case and shall be expedited in every way.

(e) The court may affirm, modify, or set aside the order of the
Secretary.

(7) If the court determines that the just and proper disposition of
the case rvequires the taking of additional evidence, the court shall
order the hearing to be reopened for the taking of such evidence, in
such manner and upon such terms and conditions as the court may
deem proper. The Secretary may modify his findings as to the facts, or
make new findings, by reason of the additional evidence so taken, and
he shall file such modified or new findings and his recommendations, if
any, for the modification or setting aside of his order, with the return
of such additional evidence,
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(9) If the court of appeals affirms or modifies the order of the
Secretary, its decree shall operate as an injunction to restrain the
packer, and his officers, directors, agents, and employess from vielat-
Ing the provisions of such order or such order as modified.

(h) The court of appeals shall have jurisdiction, which upon the
filing of the record with it shall be exclusive, to review, and te
affirm, set aside, or modity, such orders of the Seeretary, and the
decree of such court shall be final except that it shall be subject to
review by the Supreme Court of the United States upon certiorari,
as provided in section 1254 of title 28, if such writ is duly applied
for within sixty days after entry of the decree. The issue of such
writ shall not operate as a stay of the decree of the court of appeals,
insofar as such decree operates as an injunction, unless so ordered
by the Supreme Court.

() For the purposes of this title the term “circuit court of appeals,”
in case the principal place of business of the packer is in the District
of Columbia, means the Court of Appeals of the District of Columbia.

Src. 205. Any packer, or any oflicer, director, agent, or employee
of a packer, who fails to obey any order of the Secretary issued under
the provisions of section 203, or such order as modified—

(1) After the expiration of the time allowed for filing a petition
in the court of appeals to set aside or modify such order, if no such
petition has been filed within such time; or

(2) After the expiration of the time allowed for applying for a
writ of certiorari, if such order, or such order as modified, has been
sustained by the court of appeals and no such writ has been applied for
within such time; or ) )

(8) After such order, or such order as modified, has been sustained
by the courts as provided in section 204: shall on conviction be fined
not less than $500 nor more than $10,000, or imprisoned for not less
than six months nor more than five years, or both. Each day during
which such failure continues shall be deemed a separate offense.

Skc. 206. (@) It is hereby found that a burden on and obstruction
to commerce in livestock is caused by financing arrangements under
which packers encumber, give lenders security interest in, or place
liens on, livestock purchased by packers in cash sales, or on inwen-
tories of or receivables or proceeds from meat, meat food products, or
livestock products therefrom, when payment 18 not made for the live-
stock and that such arrangements are contrary to the public interest.
T his section is intended to remedy such burden on and obstruction to
commerce in livestock and protect the public interest.

(0) AUl livestock purchased by a packer in cash sales, and all inven-
tories of, or receivables or proceeds from meat, meat food products, or
livestock products derived therefrom, shall be held by such packer in
trust for the benefit of all unpaid cash sellers of such livestock until
Jull payment has been received by such unpaid sellers : Provided, how-
ever, That any packer whose average annual purchases do not exceed
$500,000 will be exempt from the provisions of this section. Payment
shall not be considered to have been made if the seller receives a pay-
ment instrument which is dishonored: Provided, however, That the
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unpaid seller shall lose the benefit of such trust if, in the event that @
payment instrument has not been received, within fifteen days of the
final date for making a payment under section 409, or within five busi-
ness days after the seller has received notice that the payment instru-
ment promptly presented for payment has been dishonored, the seller
has not preserved his trust under this subsection.

The trust shall be preserved by giving written notice to the packer
and by ﬁlz'nz such notice with the Secretary.

(¢) For the purpose of this section, a cash sale means a sale in which
the seller does not expressly extend credit to the buyer.

TITLE III—STOCKYARDS

Skc. 301. When used in this Act—

(@) The term “stockyard owner” means any person engaged in
the business of conducting or operating a stockyard ;

(6) The term “stockyard services” means services or facilities
furnished at a stockyard in connection with the receiving, buying
or selling on a commission basis or otherwise, marketing, feeding,
watering, holding, delivery, shipment, weighing, or handling, in
commerce, of live stock;

(¢) The term “market agency” means any person engaged in
the business of (1) buying or selling in commerce live stock on a
commission basis or (2) furnishing stockyard services; and

(€) The term “dealer” means any person, not a market agency,
engaged in the business of buying or selling in commerce live stock,
either on his own account or as the employee or agent of the vendor
or purchaser.

Sec. 802. (¢) When used in this title the term “stockyard” means
any place, cstablishment, or facility commonly known as stockyards,
conducted, operated, or managed for profit or nonprofit as a public
market for livestock producers, feeders, market agencies, and buyers,
consisting of pens, or other inclosures, and their appurtenances, in
‘which live cattle, sheep. swine, horses, mules, or goats are received,
held, or kept for sale or shipment in commerce,

() The Secretary shall from time to time ascertain, after such
inquiry as he deems necessary, the stockyards which come within
the foregoing definition, and shall give notice thereof to the stock-
yard owners concerned, and give public notice thereof by posting
copies of such notice in the stockyard, and in such other manner as
he may determine. After the giving of such notice to the stockyard
owner and to the public, the stockyard shall remain subject to the
provisions of this title until like notice is given by the Secretary
that such stockyard no longer comes within the foregoing definition.

Sec. 803.  After the expiration of thirty days after the Secretary
has given public notice that auv stockyard is within the definition of
section 302, by posting copies of such notice in the stockyard, no person
shall carry on the business of a market agency or dealer at such stock-
vard unless (1) the stockyard owner has determined that his services
will be beneficial to the business and welfare of said stockyard, its
patrons, and ‘customers, which determination shall be made on a basis
which is not unreasonable or unjustly discriminatory, and has given
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written authorization to such person, and (2) he has registered with
the Secretary, under such rules and regulations as the Secretary may
prescribe, his name and address, the character of business in which he
1s engaged, and the kinds of stockyards services, if any, which he fur-
nishes at such stockyard. Every other person operating as a market
agency or dealer as defined in section 301 of the Act may be required
to register in such manner as the Secretary may prescribe. Whoever
-iolates the provisions of this section shall be liable to a penalty of
not more than $500 for each such offense and not more than $2H for
cach day it continues, which shall acerue to the United States and
may be recovered in a civil action brought by the United States.

Sec. 304, All stockyard services furnished pursuant to reasonable
request made to a stockyard owner or market agency at such stockyard
¢hall be reasonable and nondiscriminatory and stockyard services
which ave furnished shall not be refused on any basis that is unreason-
able or njustly discriminatory : Provided, That in any State where
the weighing of livestock at a stockyard is conducted by a duly au-
thorized department or agency of the State, the Secretary, upon appli-
cation of such department or agency, may register it as a market
agency for the weighing of livestock received in such stockyard, and
upon such registration such department or agency and the members
thereof shall be amenable to all the requirements of this Act, and upon
failure of such department or agency or the members thereof to com-
ply with the orders of the Secretary under this Act he is authorized to
revoke the registration of such department or agency and to enforce
such revocation as provided in section 315 of this Act.

Src. 805, All rates or charges made for any stockyard services
furnished at a stockyard by a stockyard owner or market agency shall
be just, reasonable, and nondiseriminatory, and any unjust, unreason-
able, or discriminatory rate or charge is prohibited and declared to
be unlawful, :

Sgrc. 306. (2) Within sixty days after the Secretary has given public
notice that a stockyard is within the definition of section 302 by post-
ing copies of such notice in the stockyard, the stockyard owner and
every market agéncy at such stockyard shall file with the Secretary,
and print and keep open to public inspection at the stockyard, sched-
ules showing all rates and charges for the stockyard services furnished
by such person at such stockyard. If a market agency commences busi-
ness at the stockyard after the expiration of such sixty days such
schedules must be filed before any stockyard services are furnished.

(b) Such schedules shall plainly state all such rates and charges
in such detail as the Secretary may require, and shall also state any
rules or vegulations which in any manner change, affect, or determine
any part or the aggregate of such rates or charges, or the value of the
stockyard services furnished. The Secretary may determine and pre-
scribe the form and manner in which such schedules shall be prepared,
arranged, and posted, and may from time to time make such changes
in respect thereto as may be found expedient.

(¢) No changes shall be made in the rates or charges so filed and
published, except after ten days’ notice to the Secretary and to the
public filed and published as aforesaid, which shall plainly state the
changes proposed to be made and the time such changes will go into
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effect ; but the Secretary may, for good cause shown, allow changes on
Jess than ten days’ notice, or modify the requirements of this section
in respect to publishing, posting, and filing of schedules, either in par-
ticular instances or by a general order applicable to special or peculiar
circumstances or conditions.

(d) The Secretary may reject and refuse to file any schedule ten-
dered for filing which does not provide and give lawiul notice of its
effective date, and any schedule so rejected by the Secretary shall be
void and its use shall be unlawful.

(e) Whenever there is filed with the Secretary any schedule, stating
a new rate or charge, or a new regulation or practice affecting any rate
or charge, the Secretary may either upon complaint or upon his own
initiative without complaing, at once, and if he so orders without an-
swer or other formal pleading by the person filing such schedule, but
upon reasonable notice, enter upon a hearing concerning the lawful-
ness of such rate, charge, regulation, or practice, and pending such
hearing and decision thereon the Secretary, upon filing with such
schedule and delivering to the person filing it a statement 1 writing of
his reasons for such suspension, may suspend the operation of such
schedule and defer the use of such rate, charge, regulation, or practice,
but not for a longer period than thirty days beyond the time when it
would otherwise go into effect; and after full hearing, whether com-
pleted before or after the rate, charge, regulation, or practice goes into
effect, the Secretary may make such order with reference thereto as
would be proper in a proceeding initiated after it had become effective.
If any such hearing can not be concluded within the period of sus-
pension, the Secretary may extend the time of suspension for a further
period not exceeding thirty days, and if the proceeding has not been
concluded and an order made at the expiration of such thirty days,
the proposed change of rate, charge, regulation, or practice shall go
into effect at the end of such period.

(f) Adfter the expiration of the sixty days referred to in subdivision
(a) no person shall carry on the business of a stockyard owner or mar-
ket agency unless the rates and charges for the stockyard services fur-
nished at the stockyard have been filed and published in accordance
with this section and the orders of the Secretary made thereunder; nor
charge, demand, or collect a greater or less or different compensation
for such services than the rates and charges specified in the schedules
filed and in effect at the time; nor refund or remit in any manner any
portion of the rates or charges so specified (but this shall not prohibit
a cooperative association of producers from bona fide returning to its
members, on a patronage basis, its excess earnings on their livestock,
subject to such regulations as the Secretary may prescribe) ; nor ex-
tend to any person at such stockyard any stockyard services except
such as are specified in such schedules.

(g) Whoever fails to comply with the provisions of this section or
of any regulation or order of the Secretary made thereunder shall be
liable to a penalty of not more than $500 for each such offense, and
not more than $25 for each day it continues, which shall accrue to the
United States and may be recovered in a civil action bronght by the
United States. :
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() Whoever willfully fails to comply with the provisions of this
section or of any regulation or order of the Secretary made there-
under shall on conviction be fined not more than $1,000, or imprisoned
not more than one year, or both.

Sec. 307. (a) It shall be the duty of every stockyard owner and
market agency to establish, observe, and enforce just, reasonable, and
nondiscriminatory regulations and practices in respect to the furnish-
ing of stockyard services, and every unjust, unreasonable, or discrim-
inatory regulation or practice is prohibited and declared. to be
unlawful.

(6) It shall be the responsibility and right of every stockyard owner
to manage and regulate his stockyard in a just, reasonable, and non-
discriminatory manner, to prescribe rules and regulations and to re-

uire those persons engaging in or attempting to engage in the pur-
chase, sale, or solicitation of livestock at such stockyard to conduct
their operations in a manner which will foster, preserve, or insure an
efficient, competitive public market. Such rules and regulations shall
not prevent a registered market agency or dealer from rendering
service on other markets or in occasional and incidental off-market
transactions.

Sec. 308. [(2) If any stockyard owner, market agency, or dealer,
violates any of the provisions of sections 304, 305, 306, or 307, or of
any order of the Secretary made under this title, he shall be liable to
the person or persons injured thereby for the full amount of damages
sustained in consequence of such violation.]

(@) If any person subject to this Act violates any of the provisions
of the Act, or of any order of the Secretary under the Act, relating to
the purchase, sale or handling of lvestook, he shall be Uiable to the
person or persons injured thereby for the full amount of damages
sustained in consequence of such violation.

(b) Such liability may be enforeced either (1) by complaint to the
Secretary as provided in section 309, or (2) by suit in any district
court of the United States of competent jurisdiction; but this section
shall not in any way abridge or alter the remedies now existing at
common law or by statute, but the provisions of this Act are in addi-
tion to such remedies.

Sec. 309. (a¢) Any person complaining of anything done or omitted
to be done by any stockyard owner, market agency, or dealer (here-
inafter in this section referred to as the “defendant”) in violation
of the provisions of sections 304, 305, 306, or 307, or of an order of the
Secretary made under this title, may, at any time within ninety days
after the cause of action accrues, apply to the Secretary by petition
which shall briefly state the facts, whereupon the complaint thus
made shall be forwarded by the Secretary to the defendant, who shall
be called upon to satisfy the complaint, or to answer it in writing,
within a reasonable time to be specified by the Secretary. If the de-
fendant within the time specified makes reparation for the injury
alleged to be done he shall be relieved of liability to the complainant
only for the particular violation thus complained of. If the defendant
does not satisfy the complaint within the time specified, or there ap-
pears to be any reasonable ground for investigating the complaint, it
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shall be the duty of the Secretary to investigate the matters com-
plained of insuch manner and by such means as he deems proper.

~ '(b) The Secretary, at the request of the livestock commissioner,
Board of Agriculture, or other agency of a State or Territory, baving
jurisdiction over stockyards in such State or Territory, shall investi-
gate any complaint forwarded by such agency in like manner and
“with the same authority and powers as in the case of 4'complaint made
under subdivision (a). T - :

" (¢) The Secretary may at any time instituté an inquiry on his own
motion, in any case and as to any matter or thing concerning which
a complaint is authorized to be made to or before the Secretary, by
any provision of this title, or concerning which any question may
‘arise under any of the provisions of this title, or relating to the en-
forcement of any of the provisions of this title. The Secretary shall
have the same power and authority to proceed with any inquiry in-
stituted upon his own motion as though he had been appealed to by
_petition, including the power to make and enforce any order or orders
m the case or relating to the matter or thing concerning which the
inquiry is had, except orders for the payment of money. = = -

{d) No complaint shall at any time be dismissed becaus¢ of the
‘absence of direct damage to the complainant. » S

" (¢) If after hearing on a complaint the Secretary determines that
the complainant is entitled to an award of damages, the Secretary
shall make an order directing the defendant to pay to the complainant
the sum to which he is entitled on or before a day named.

(f) 1f the defendant does not comply with an order for the pay-
ment of money within the time limit in such order, the eomplain-
ant, or any person for whose benefit such order was made, may
‘within one year of the date of the order file in the district court of
the United States for the district in which he resides or in which is
located the principal place of business of the defendant or in any
State court having general jurisdiction of the parties, a petition
setting forth briefly the causes for which he claims damages and
the order of the Secretary in the premises. Such suit in the district
court shall proceed in all respects like other civil suits for damages
except that the findings and orders of the Secretary shall be prima
facie evidence of the facts therein stated, and the petitioner shall
not be liable for costs in the district court nor for costs at any sub-
sequent stage of the proceedings unless they accrue upon his appeal.
If the petitioner finally prevails, he shall be allowed a reasonable
attorney’s fee to be taxed and collected as a part of the costs of the
suit.

‘Sec. 310. Whenever after full hearing upon a complaint made
as provided in section 309, or after full hearing under an order for
investigation and hearing made by the Secretary on his own initia-
tive, either in extension of any pending complaint or without any
complaint whatever, the Secretary is of the opinion that any rate,
charge, regulation, or practice of a stockyard owner or market
agency, for or in connection with the furnishing of stockyard serv-
ices, is or will be unjust, unreasonable, or discriminatory, the Sec-
retary—
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. {a) May determine and prescribe what will be the just and rea-
wonable rate or charge, or rates or charges, to be thereafter in such
case observed as both the maximum and minimum' to be charged,
and what regulation or practice is or-will be just, reasonable, ‘and
anondiscriminatory to be thereafter followed;and” ..

(6) May make an order that such .owmner or operator (1) shall
cease and desist from such violgti'on ‘to the extent to which the
Secretary finds that 1t does or will exist; (2) shall not theréafter
publish, demand, or collect any rate or charge for the furnishing
of stockyard services more or less than the rate or charge so pre-
seribed; and (3) shall conform to and. observe the regulations or
Jpractice so prescribed. L

. Sec. 311, Whenever in auny investigation under the provisions
wf this title, or in any investigation instituted by petition of the
stockyard owner, market agency. or dealer concerned, whieh peti-
tion 1s hereby authorized to be filed, the Sceretary aftér full hearing
finds that any rate, charge, regulation, or practice of any stockyard
owner, market agency, or dealer for or in connection with the buy-
ing or selling on a commission basis or otherwise, recelving, mar-
keting, feeding, holding, delivery, shipment, weighing, or handling,
not. in commerce, of live stock, ¢auses any undue or unreasonable
-advantage, prejudice, or preference as between persons.or localities
in intrastate commerce in live stock on the one hand and interstate
on foreign commerce in live stock on the other hand, or any undue,
unjust, or unreasonable discrimination against interstate or. for-
eign commerce in live stock, which is hereby forbidden and de-
clared fo be unlawful, the Secretary shall prescribe the rate, charge,
regulation, or practice thereafter to be observed, in such manner
Aas, in his judgment, will remove such advantage, preference, or
diserimination. Such rates, charges, regulations, or practices shall
be observed while in effect by the stockyard owners, market agen-
cies, or dealers parties to such proceeding affected thereby, the law
of any State or the decision or order of any State authority to the
contrary notwithstanding.

Src. 312, (@) It shall be unlawful for any stockyard owner, market
agency, or dealer to engage in or use any unfair, unjustly discrimina-
tory, or deceptive practice or device in connection with determining
whether persons should be authorized to operate at the stockyards, or
with the receiving, marketing, buying or selling on a commission basis
or otherwise, feeding, watering, holding, delivery, shipment, weigh-
ing or handling [in commerce,] of live stock.

(&) Whenever complaint is made to the Secretary by any person,

-or whenever the Secretary has reason to believe, that any stockyard
owner, market agency, or dealer is violating the provisions of subdivi-
sion (a), the Secretary after notice and full hearing may make an
order that he shall cease and desist from continuing such violation to

the extent that the Secretary finds that it does or will exist, ,

. Sec. 313. Except as otherwise provided in this Aect, all orders of
‘the Secretary under this title, other than orders for the payment
_of money, shall take effect within such reasonable time, not less than
five days, as is preseribed in the order, and shall continue in force
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until his further order, or for a specified period of time, according
as is prescribed in the order, unless such order is suspended or modi-
fied or set aside by the Secretary or is suspended or set aside by a
court of competent jurisdiction.

Skc. 314. (a) Any stockyard owner, market agency, or dealer who
knowingly fails to obey any order made under the provisions of sec-
tions 310, 311, or 312 shall forfeit to the United States the sum of
$500 for each offense. Each distinct violation shall be a separate of-
fense, and in case of a continuing violation each day shall be deemed
a separate offense. Such forfeiture shall be recoverable in a civil suit
in the name of the United States.

(6) It shall be the duty of the various United States attorneys,
under the direction of the Attorney General, to prosecute for the re-
covery of forfeitures. The costs and expense of such prosecution shall
be paid out of the appropriation for the expenses of the courts of the
United States.

Skc. 315. If any stockyard owner, market agency, or dealer fails
to obey any order of the Secretary other than for the payment of
money while the same is in effect, the Secretary, or any party injured
thereby, or the United States by its Attorney General, may apply to
the district court for the district in which such person has his prinei-
pal place of business for the enforcement of such order. If after hear-
ing the court determines that the order was lawfully made and duly
served and that such person is in disobedience of the same, the court
shall enforce obedience to such order by a writ of injunction or other
proper process, mandatory or otherwise, to restrain such person, his
officers, agents, or representatives from further disobedience of such
order or to enjoin upon him or them obedience to the same.

Skc. 316. For the purposes of this title, the provisions of all laws
relating to the suspending or restraining the enforcement, opera-
tion, or execution of, or the setting aside in whole or in part the
orders of the Interstate Commerce Commission, are made appli-
cable to the jurisdiction, powers, and duties of the Secretary in
enforcing the provisions of this title, and to any person subject to
the provisions of this title.

Sec. 317. (a) The Secretary may, upon written application made
to him, and if he deems it necessary, authorize the charging and
collection, at any stockyard subject to the provisions of this Act,
by any department or agency of any State in which branding or
marking or both branding and marking livestock as a means of
establishing ownership prevails by custom or statute, or by a duly
organized livestock association of any such State, of a reaconable
and nondiscriminatory fee for the inspection of brands, marks, and
other identifying characteristics of livestock originating in or shipped
from such State, for the purpose of determining the ownership of
such livestock. No charge shall be made under any such authorization
until the authorized department, agency, or association has registered
as a market agency. No more than one such authorization shall be
issued with respect to such inspection of livestock originating in
or shipped from any one State. If more than one such application
is filed with respect to such inspection of livestock originating in or
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shipped from any one State, the Secretary shall issue such authoriza-
tion to the applicant deemed by him best qualified to perform the pro-
posed service, on the basis of (1) experience, (2) financial responsi-
bility, (3) extent and efficiency of organization, (4) possession of
necessary records, and (5) any other factor relating to the ability
of the applicant to perform the proposed service. The Secretary may
receive arid consider the recommendations of the commissioner, secre-
tary, or director of agriculture, or other appropriate officer or agency
of a State as to the qualifications of any applicant in such State. The
decision of the Secretary as to the applicant best qualified shall be final.

(5) The provisions of this title relating to the filing, publication,
approval, modification, and suspension of any rate or charge for any
stockyard service shall apply with respect to charges authorized to be
made under this section.

(¢) Charles authorized to be made under this section shall be
collected by the market agency or other person receiving and dis-
bursing the funds received from the sale of livestock with respect
to the inspection of which such charge is made, and paid by it to
the department, agency, or association performing such service.

(d) The Secretary may, if he deems it to be in the public interest,
suspend, and after hearing, revoke any authorization and registra-
tion issued under the provisions of this section or any similar au-
thorization and registration issued under any other provision of
law. The order of the Secretary suspending or revoking any such
authorization and registration shall not be subject to review.

TITLE IV—GENERAL PROVISIONS

Sec. 401. Every packer or any live poultry dealer or handler,
stockyard owner, market agency, and dealer shall keep such ac-
counts, records, and memoranda as fully and correctly disclose all
transactions invloved in his business, including the true ownership
of such business by stockholding or otherwise. Whenever the Sec-
retary finds that the accounts, records, and memoranda of any such
person do not fully and correctly disclose all transactions involved
m his business, the Secretary may prescribe the manner and form
in which such accounts, records, and memoranda shall be kept, and
thereafter any such person who fails to keep such accounts, records,
and memoranda in the manner and form prescribed or approved
by the Secretary shall upon conviction be fined not more than $5,000,
or imprisoned not more than three years, or both.

Sec. 402, For the efficient execution of the provisions of this Act,
and in order to provide information for the use of Congress, the
provisions( including penalties) of sections 6, 8, 9, and 10 of the
Act entitled “An Act to create a Federal Trade Commission, to de-
fine its powers and duties, and for other purposes,” approved Sep-
tember 26, 1914, are made applicable to the jurisdiction, powers,
and duties of the Secretary in enforcing the provisions of this Act
and to any person subject to the provisions of this Act, whether or
not a corporation. The Secretary, in person or by such agents as he
may designate, may prosecute any inquiry necessary to his duties
under this Act in any part of the United %tates.
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Skc. 403. When construing and enforcing the provisions of this:
Act, the act, omission, or failure of any agent, officer, or other per-
son acting for or employed by any packer or any live poultry dealer
or handler, stockyard owner, market agency, or dealer, within the
scope of his employment or office, shall in every case also be deemed
the act, omission, or failure of such packer or any live poultry dealer
handler, stockyard owner, market agency, or dealer, as well as that
of such agent, officer, or other person. '

Sec: 404, The Secretary may report any violation of this Act to
the Attorney General of the United States, who shall cause appropri-
ate proceedings to be commenced and prosecuted in the proper courts
of the United States without delay. o

SEec. 405. Nothing contained in this Act, except as otherwise pro-
vided herein, shall be construed— , :

(@)’ To prevent or interfere with the enforcement of, or the pro-
cedure under, the provisions of the Act entitled “An Act to protect
trade and commerce against unlawful restraints and monopolies,”
approved July 2, 1890, the Act entitled “An Act to supplement exist-
ing laws against unlawful restraints and monopolies, and for other
purposes,” approved October 15, 1914, the Interstate Commerce Act
as amended, the Act entitled “An Act to promote export trade, and for-
other purposes,” approved April 10, 1918, or sections 73 to 77, in-
clusive, of the Act of August 27, 1894, entitled “An Act to reduce
taxation, to provide revenue for the Government, and for other pur-
poses,” as amended by the Act entitled “An Act to amend sections:
seventy-three and seventy-six of the Act of August twenty-seventh,.
eighteen hundred and ninety-four, entitled ‘An Act to reduce taxa-
tion, to provide revenue for the Government, and for other purposes, ™
approved February 12, 1913, or

(&) To alter, modify, or repeal such Acts or any part or parts:
thereof. or

(¢) To prevent or interfere with any investigation, proceeding, or
prosecution begun and pending at the time this Act becomes effective.

Skc. 406. (¢) Nothing in this Act shall affect the power or jurisdie-
tion of the Interstate Commerce Commission, nor confer upon the
Secretary concurrent power or jurisdiction over any matter within the:
power or jurisdiction of such Commission.

() The Federal Trade Commission shall have power and jurisdic-
tion over any matter involving meat, meat food products, livestock
products in unmanufactured form, or poultry products, which by this
?(]31; is made subject to the power or jurisdiction of the Secretary, as
ollows:: :

(1) When the Secretary in the exercise of his duties requests of the
Commission that it make investigations and reports in any case.

(2) In any investigation of, or proceeding for the prevention of. an
alleged violation of anyv Act administered by the Commission, arising
out. of acts or transactions invelving meat, meat food products. live-
stock products in unmannfactured form, or poultry products, if the
Commission determines that effective exercise of its power or juris-
diction with respect to retail sales of any such commodities is or will
be impaired by the absence of power or jurisdiction over all acts or
transactions involving such commodities in such investigation or pro-
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ceeding. In order to avoid unnecessary duplication of effort by the
Government and burdens upon the industry, the Commissioner shall
notify the Secretary of such determination, the reasons therefor, and
the acts or transactions involved, and shall not exercise power or juris-
diction with regard to acts or transactions (other than retail sales)
involving such commodities if the Secretary within 10 days from the
date of receipt of the notice notifies the Commission that there is
pending in his Department an investigation of, or proceeding for the
prevention of, an alleged violation of this Act involving the same
subject matter. ,

(3) Over all transactions in commerce in margarine or oleomar-
garine and over retail sales of meat, meat food products, livestock
products in unmanufactured form, and poultry products.

(¢) The Federal Trade Commission shall have no power or juris-
diction over any matter which by this Act is made subject to the
jurisdiction of the Secretary, except as provided in subsection (%) of
this section.

(d) The Secretary of Agriculture shall exercise power or jurisdic-
tion over oleomargarine or retail sales of meat, meat food products,
livestock products in unmanufactured form, or poultry products only
when he determines, in any investigation of, or any proceeding for the
prevention of, an alleged violation of this Act, that such action is
necessary to avoid impairment of his power or jurisdiction over acts or
transactions involving livestock, meat, meat food products, livestock
products in unmanufactured form, poultry or poultry products, other
than retail sales thereof. In order to avoid unnecessary duplication of
effort by the Government and burdens upon the industry, the Secre-
tary shall notify the Federal Trade Commission of such determina-
tion, the reasons therefor, and the acts or transactions involved, and
shall not exercise power or jurisdiction with respect to acts or trans-
actions involving oleomargarine or retail sales of meat, meat food
products, livestock products in unmanufactured form, or poultry prod-
ucts if the Commission within 10 days from the date of receipt of such
notice notifies the Secretary that there is pending in the Commission
an investigation of, or preceeding for the prevention of, an alleged
violation of any Act administered by the Commission involving the
same subject matter.

(e¢) The Secretary of Agriculture and the Federal Trade Com-
mission shall include in their respective annual reports information
with respect to the administration of subsections (5) and (d) of this
section,

Skc. 407. (@) The Secretary may make such rules, regulations and
orders as may be necessary to carry out the provisions of this Act
and may cooperate with any department or agency of the Gov-
ernment, any State, Territory, District, or possession, or department,
agency or political subdivision thereof, or any person; and shall have
the power to appoint, remove, and fix the compensation of such officers
and employees, not in conflict with existing law, and make such ex-
penditures for rent outside the District of Columbia, printing, tele-
grams, telephones, law books, books of reference, periodicals, furni-
ture, stationery, office equipment, travel, and other supplies and
expenses as shall be necessary to the administration of this Act in the
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District of Columbia and elsewhere, and as may be appropriated for
by Congress, and there is hereby authorized to be appropriated, out of
any money in the Treasury not otherwise appropriated, such sums as
may be necessary for such purpose. .

(6) The Secretary shall maintain within the Department of Agri-
culture a separate enforcement unit to administer and enforce title IT
of this Act.

(c) Notwithstanding any other provision of law, the authority of
the Secretary under this Act shall not apply to deductions made from
sales proceeds for the purpose of financing promotion and research
activities, including educational activities relating to livestock, meat,
and other products covered by the Act.

(d) There is hereby authorized to be appropriated to carry out the
purposes of this Act for each fiscal year beginning with the fiscal year
ending September 30, 1978, such sums as may hereafter be authorized
biennially by the Congress.

Szc. 408. W henever the Secretary has reason to believe that any per-
son subject to this Act, (a) with respect to any transactions subject
Zo the Act, has failed to pay or is unable to pay for lvestock, meats,
meat food products, or livestock products in unmanufactured form,
or has failed to remit to the person entitled thereto the net proceeds
Jrom the sale of any such commodity sold on a commission basis; or
(b) has operated while insolvent, or otherwise in violation of the Act
in a manner which may reasonably be expected to cause irreparable
damage to another person; or (¢) does not have the required bond,
and that it would be in the public interest to enjoin such person from
operating subject to this Act or enjoin him from operating subject to
this Act except under such conditions as would protect wendors or
consignors of such commodities or other affected persons, until com-
plaint under this Act is issued and dismissed by the Secretary or until
order to cease and desist made thercon by the Secretary has become
Jinal and effective within the meaning of this Act or is set aside on
appellate review of the Secretary’s order, the Secretary may notify the
Attorney General, who may apply to the United States district court
for the district in which suech person has his principal place of business
or in which he resides for a temporary injunction or restraining order.
When needed to effectuate the purposes of this section, the court shall,
upon a proper showing, issue a temporary injunction or restraining
order, without bond. Attorneys employed by the Secretary of Agricul-
ture may, with the approval of the Attorney General, appear in the
United States district court representing the Secretary in any action
seeking such a temporary restraining order or injunction.

Sec. J09. (a) Each packer, market agency, or dealer purchasing
livestock shall, before the close of the next business day following the
purchase of livestock and transfer of possession thereof, deliver to the
seller or his duly authorized agent the full amount of the purchase
price.: Provided, however, That each packer, market agency or dealer
purchasing livestock for slaughter shall, before the close of the next
business day following purchase of livestock and transfer of possession
thereof, actually deliver at the point of transfer of possession to the
seller or his duly authorized representative a check or shall wire trans-
fer funds to seller’s account for the full amount of the purchase pricey;
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or, in the case of a purchase on a carcass or “grade and yield” basis,
purchaser shall make payment by check at the point of transfer or
shall wire transfer funds to seller's account for the full amount of the
purchase price not later than the close of the first business day follow-
ing determination of purchase price.

(b) Notwithstanding the provisions of paragraph (a) of this sec-
tion and subject to such terms and conditions as the Secretary may
prescribe, the parties to the purchase and sale of livestock may ex-
pressly agree in writing, before such purchase or sale, to effect pay-
ment in a manner other than that required in paragraph (a). Any such
agreement shall be disclosed in the records of any market agency or
dealer selling the lLivestock, and in the purchaser’s records and on the
accounts or other documents issued by the purchaser relating to the
transaction.

(¢) Any delay or attempt to delay by a market agency, dedler, or
packer purchasing livestock, the collection of funds as herein pro-
vided, or otherwise for the purpose of or resulting in ewtending the
normal period of payment for such livestock shall be considered an
“unfair practice” in violation of the Act. Nothing in this section shall
be deemed to limit the meaning of the term “unfair practice” as used
in the Act.

Skc. 410. No requirement of any State or territory of the United
States, or any subdivision thereof, or the District of Columbia, with
respect to bonding of packers or prompt payment by packers for live-
stock purchases may be enforced upon any packer operating in com-
pliance with the bonding provisions under the Act of July 12, 1943
(67 Stat. 422; 7 U.S.C. 204), and prompt payment provisions of sec-
tion 409 of this Act respectively.

Sec. [408.] 4Z1. If any provision of this Act or the application
thereof to any person or circumstances is held invalid, the validity of
the remainder of the Act and of the application of such provision to
other persons and circumstances shall not be affected thereby.

TITLE V—LIVE POULTRY DEALERS AND HANDLERS

Sec. 501. The handling of the great volume of live poultry required
as an article of food for the inhabitants of large centers of population
is attendant with various unfair, deceptive, and fraudulent practices
and devices, resulting in the producers sustaining sundry losses and
receiving prices far below the reasonable value of their live poultry in
comparison with prices of other commodities and in unduly and arbi-
trarily enhancing the cost to the consumers. Such practices and devices
are an undue restraint and unjust burden upon interstate commerce
and are a matter of such grave concern to the industry and to the pub-
lic as to make it imperative that steps be taken to free such commerce
from such burden and restraint and to protect producers and consum-
ers against such practices and devices.

Sec. 502. (@) The Secretary of Agriculture is authorized and di-
rected to ascertain from time to time and to designate the cities where
such practices and devices exist to the extent stated in the preceding
section and the markets and places in or near such cities where live
poultry is received, sold, and handled in sufficient quantity to con-
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stitute an important influence on the supply and price of live poultry
and peultry products. On and after the-effecive date of such designa-
tion, which shall be publicly announced by the Secretary in publication
in one or more trade journals or in the daily press or in such other
manner as he may determine to be adequate for the purpose approxi-
mately thirty days prior to such date, no person other than packers as
defined in title II of said Aet and railroads shall engage in, furnish,
or conduct any service or facility in any such designated city, place,
ar market in connection- with.the receiving, buying, or selling, on a
commission basis or otherwise, marketing, feeding, watering, holding,
delivering, shipping, weighing, unloading, loading on trucks, truck-
ing, or handling in commerce of live poultry without a license from the
Secretary of Agriculture as herein authorized valid and effective at
such time. Any person who violates any provision of this subsection
shall be subject to a fine of not more than $500 or imprisonment of not
more than six months, or both. N ‘

() Any person desiring a license shall make application to the
Secretary, who may be regulation prescribe the information to be
contained in such application. The Secretary shall issue a license to
any applicant furnishing the required information unless he finds
after opportunity for a hearing that such applicant is unfit to engage
in the activity for which he has made application by reason of his
haviug at any time within two years prior to his application engaged
in any practice of tlie character prohibited by thicht or because he is
{@nancially unable to fufill the obligations that he would incur as a

icensee.

SEc. 503. Section 202, 401, 402, 403, and 404 of said Act are amended
by addition of the words “or any live poultry dealer or handler” after
the word “packer” wherever it occurs in said sections. The term “live
poultrv dealer” means any person engaged in the business of buying
or selling live poultry in commerce for purposes of slaughter either
on his own account or as the employee or agent of the vendor or
purchaser.

Skc. 504. The provisions of sections 305 to 316, both inclusive, 401,
402, 403, and 404 of said Act shall be applicable to licensees with re-
spect to services and facilities covered by this title and the rates,
charges, charges, and rentals therefor except that the schedules of
rates, charges, and rentals shall be posted in the place of business of
the licensee as prescribed in regulations made by the Secretary:. .

Skc. 505. Whenever the Secretary determines, after opportunity
for a hearing, that any licensee has violated or is violating any of the
provisions of this title, he may publish the facts and circumstances of
such violation and by order suspend the license of such offender for a
period not to exceed ninety days and if the violation is flagrant or
repeated he may by order revoke the license of the offender.

* &® * &® * * *
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Acr or Jury 12, 1943

An act of Congress, approved July 12, 1943 (Public No. 129, 78th
Congress), entitled “An Act making appropriations for the Depart-
ment of Agriculture for the fiscal year ending June 30, 1944, and for
other purposes,” contains the following provisions:

Packers and Stockyards Act: For carrying out the provisions of the
Packers and Stockyards Act, approved August 15, 1921, as amended
by the Act of August 14, 1935 (7 U.S.C. 181-229), $364,070: Provided,
That hereafter the Secretary may require reasonable bonds from every
I[market agency and dealer] market agency (as defined in title [11 of
the Act), every packer (as defined in title I1 of the Act) in connection
with its livestock purchasing operations (except that those packers
avhose average annual purchases do not exceed $500,000 will be exempt
from the provisions of this section), and every other person operating
as a dealer (as defined in title I11 of the Act), under such rules and
regulations as he may prescribe, to secure the performance of their
obligations, and whenever, after due notice and hearing, the Secretary
finds any registrant is insolvent or has violated any provisions of said
Act he may issue an order suspending such registrant for a reasonable
specified period. Such order of suspension shall take effect within not
less than five days, unless suspended or modified or set aside by the
Secretary or a court of competent jurisdiction. 77 the Secretary finds
any packer is insolvent, he may after notice and hearing issue an order
under the provisions of section 203 requiring such packer to cease and
desist from purchasing livestock while insolvent, or while insolvent
caxcept under such conditions as the Secretary may prescribe to effectu-
ate the purposes of the Act.



DISSENTING VIEWS OF HON. FRED RICHMOND
Arr1,7,1976.

A practical remedy- which restores producer confidence in meat
packing and processing operations is important to the livestock indus-
try an% to American consumers. Producers need to be assured of
prompt, reliable payment for their product, while consumers need a
livestock marketing system which provides fresh products at the lowest
possible cost.

I voted against H.R. 8410 as reported by the Committee because
it c?ntains one provision which I believe is contrary to this impertant
goal.

Section 8 of the bill permits producers to retain beneficial title to
their livestock until payment from the packer has cleared the bank.
We know it may take 7 to 10 days for a check to clear. Meanwhile, the
packer, without clear title to his livestock, cannot obtain necessary
capital to finance new purchases. In effect, he is not allowed to own his
inventory, unlike other businesses. In normal business practice, manu-
facturers purchase inventory with clear title to it. Using inventory as
collateral, they are then able to obtain bank credit for normal business
operations.

In the meat packing business, inventory turns over rapidly; car-
casses are processed and move along the food chain in a day or two.
Packers need this liquid inventory to obtain loans to buy more
livestock.

Without clear title to their inventory, many smaller packers would
be forced out of business. They have too little capital to finance their
operation without bank loans. The entire livestock processing chain
would become bogged down; there would be less competition and
higher prices as small packers are forced to shut down. The industr
itself admits that up to 300 independent packers may be threatened.

The purpose of packer-bonding legislation is to protect livestock
producers by requiring bonding of all packers. Thus, producers have
some assurance that packers are in a stable and solvent financial
condition.

Obviously, no bonding company would risk its money on a finan-
cially unstable packer.

The requirement that producers retain beneficial title to their live-
stock for an unreasonable period after they have been paid is an
onerous and unnecessary provision. If a producer has any doubts
about whether his packer has sufficient funds to cover his check, he
can request an immediate wire transfer of funds from the packer’s
bank.

(37)
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Immediate transfer of clear title upon receipt of payment is stand-
ard business procedure. Amply protected by the bonding provisions
of this bill, producers require no extraordinary exceptions. Indeed,
if H.R. 8410 had been in effect last year without Section 8, American
Beef Packers would never have gone bankrupt. Simple bonding would
have saved producers millions of hard-earned dollars.

I will therefore be offering an amendment on the House floor to
strike Section 8 and allow packers to maintain sufficient inventory to
finance additional purchases. With this protection for consumers and
independent packers, and bonding protection for producers, this leg-
islation is a positive step forward in solving a difficult agricultural
problem. . R o

o : . Frep RrcomonD.
0 ' : :
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94TH CONGRESS SENATE . Riporr
2d Session No..94-932

PROTECTION OF LIVESTOCK PRODUCERS

JUNE 4 (legislative day, JUNE 3),'1976.—Ordered to be printed

Mr. HuppLestoN, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany HER. 8410]

The Committee on Agriculture and Forestry, to which was referred
the bill (H.R. 8410) to amend the Packers and Stockyards Act of 1921,
as amended, and for other purposes, having considered the same, re-
ports favorably thereon with amendments and recommends that the

bill as amended do pass.
Suort ExpraNATION

H.R. 8410, as amended by the Committee, makes major changes in
the Packers and Stockyards Act and the Act of July 12, 1943, designed
to-assure livestock producers they will receive payment for the animals
they send to packing plants. The principal provisions of the bill
would— ‘

(1) Authorize the Secretary of Agriculture to require any packer
with average annual purchases of over $500,000 to be bonded.

2) Require any packer with average annual purchases of over
$500,000 to hold all livestock, meats, receivables and proceeds there-
from in trust until all producers who have sold livestock to the packer
on a cash basis have received payment for such livestock.

(3) Include wholesale brokers, dealers, and distributors marketing
meats, meat food products or livestock products under regulation as
packers under title IT of the Packers and Stockyards Act, except where
the Secretary determines such inclusion is not necessary to effectuate
the purposes of the Act; and include under the jurisdiction of the
Secretary all transactions of packers who operate in commerce—not
merely those transactions which are themselves in commerce.

(4) Give the Secretary authority to order packers to cease and de-
sist from operating while insolvent except under such conditions as he

may prescribe.
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. (5) Give the Secretary specific authority to request the Attorney
General to seek a temporary injunction or restraining order in Fed-
eral district court, pending administrative action, to prevent irrepara-
ble injury to producers or members of the industry which would result
if persons subject to the Packers and Stockyards Act were permitted
to operate while insolvent or otherwise in violation of the Act.

(6) Authorize the filing in court of a private cause of action seek-
ing damages against any person subject to the Packers and Stockyards
Act arising out, of a violation of any provision of the Aect, or of any
order of the Secretary under the Act, relating to purchase, sale, or
handling of livestock.

(7) Require packers, market agencies, and dealers purchasing live-
stock to ‘deliver to the seller or his agent at the point of transfer of
possession of the animals (by check or wire transfer of funds to the
seller’s account) the full amount of the purchase price before the close
of the next business day, unless otherwise agreed in writing. How-
ever, if the seller or his duly authorized agent is not: present to
recelve payment at the point of transfer of possession, the packer,
market agency, or dealer will wire transfer or place a check in the
United States mail for the full amount of the purchase price, by the
close of the next business day. Any delay or attempt to delay payment
would constitute an unfair practice in violation of the Packers and
Stockyards Act.

(8) Provide that the packer bonding and prompt payment provi-
sions would preempt State laws on the same subject. However,
State would not be preempted from enforcing its prompt payment
requirement. applicable to packers purchasing livestock at a stock-
yard, if the State requirement is not in conflict with the applicable
Act or regulations.

COMMITTEE AMENDMENTS

The major amendments to HL.R. 8410 adopted by the Commitice are
as follows:

1. On page 1, line 11, strike out “$1,000,000” and insert in lieu
thereof “$500,000”.

The Committee amendment retains the bonding provision of the
House bill but lowers the amount of average annual purchases that a
packer could have before being subject to any bonding requirement,

2. On page 2, beginning with the word “commerce” on line 12, strike
out all down through the word “Act” on line 16 and insert in lieu
thereof “commerce, except that any such general wholesale food brok-
ers, dealers, or distributors shall not be deemed to be ‘packers’ where
the Secretary determines that their inclusion as ‘packers’ is not neces-
sarv to carry out the purposes of the Act”.

The Commitice amendment retains the “packer” definition of the
House bill but deletes the original proviso which stated that “nothing
in this section shall affect the jurisdiction of the Federal Trade Com-
mission with respect to retail sales of meat, meat food products, live-
stock products in unmanufactured form, or poultry products as pro-
vided in section 406 of this Act.” The original proviso in the bill is
therefore redundant, since this subject matter is covered in section 406.
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‘The substituted language in the Committee amendment authorizes the
Secretary to exclude as packers, those general food brokers, dealers, or
distributors, as he determines not necessary to carry out the purpoeses
of the Act. A

3. Beginning on page 2, line 24, strike out all down through page 3,
line 13. ' .

The Committee amendment strikes out the provision aunthorizing
the Secretary to assess civil money penalties against packers, stockyard
owners, market agencies, or dealers for violations of the Act.

4. On page 6, line 12, strike out the word “demand” and insert in
lieu thereof the word “receive”.

The Commitiee amendment retains the prompt payment provision
contained in the House bill. However, the amendment would require a
packer to deliver the producer the full amount of the purchase price
at the point of transfer, if the seller or his authorized agent is
there to receive payment, rather than requiring the seller or his author-
ized representative to demand payment at that point. L

5. On page 8, line 11, strike out “$1,000,000” and insert in lieu
thereof “$500.0007. :

The Committee amendment retains the trust provision of the House
bill but lowers the amount of average annual purchases that a packer
could have before making producers from such packer eligible for the
protection of the trust established by section 409. ‘

6. On page 8, line 16, strike out the word “fifteen” and insert
in lieu thereof the word “thirty”. :

The Committec amendment increases to thirty days the period (from
the final date for making payment under section 409) that an unpaid
seller has to preserve his rights under the trust. ,

7. On page 8, line 18, strike out the word “five” and insert in lien
thereof the word “fifteen”. ‘ :

The Committee amendment increases to fifteen days the period
(from which a seller receives notice that a payment instrument
promptly presented for payment has been dishonored) that an unpaid
seller has to preserve his rights under the trust. o

8. On page 9, line 13, insert immediately before the period the
following “: Provided, That this section shall not preclude a State
from enforcing a requirement, with respect to payment for livestock
purchased by a packer at a stockyard subject to this Act which is
not in conflict with this Act or regulations thereunder: Provided
further, That this section shall not preclude a State from enforcing
State law or regulations with respect to any packer not subject to this
Act or the Act of July 12, 1943.%.

The Committee amendment retains the provision of the House bill
that would preempt the States from enforcing their bonding or
prompt payment provisions with respect to packers operating in com-
pliance with the bonding and prompt payment provisions of the bill.
The amendment adds two provisos to the section. The first proviso
allows the States to enforce their prompt payment requirement appli-
cable to livestock purchased at a stockyard by a packer, if it is not
in conflict with the Act or regulations. The second proviso clarifies the
fact that the States are not preempted from regulating the activities
of packers not subject to the Act or the Act of July 12, 1943.



4

. 9. Beginning on page 9, line 21, strike out all down through page 10,
ine 2.

The Committee amendment strikes out the provision of the House
bill providing for biennial authorizations.

The Committee also adopted a number of technical, clanfylng, and
conformlng amendments to H.R. 8410.

BACKGROUND AND NEED FOR LEGISLATION

L

The Packers and Stockyards Act, 1921, was enacted at a time when
well over 80 percent of all livestock was sold through large terminal
‘markets. The Act provided for close supervision by the Secretary of
Agriculture of transactions involving the purchase and sale of live-
stock at such markets.

The Act served its purpose well, and, in 1935, was amended to bring
the purchase and sale of poultry at major mar kets within the Secre-
tary’s regulatory jurisdiction.

The failure by Congress to include in the Act a provision requiring
bonds of market agencies and dealers was early recognized, and dis-
cretionary authority to require such bonds was granted to the Secre-
tary in }l’le annual Department of Agrlculture Appropriation Acts
from 1924 until 1942. This authority was made permanent by the Act
of July 12, 1943 (57 Stat. 422, 7 U.S.C. 204).

IL.

However, in the decades following enactment of the hasic statute in
1921, and especially in the decade following World War II, the pat-
tern of livestock marketing in the United States changed drastlcal]v
Fewer and fewer livestock moved to slaughter through the great termi-
nal markets. By the mid-1950’s, it had become clear that packers were
purchasing a large percentage of their slaughter livestock through
country auction markets. In 1958, Congress amended the Act to sub-
ject such markets to supervision by the Secretaly

National livestock marketing patterns continued to change as pack-
ers continued to push to acquire slaughter livestock at its source. In
1973, the 10 major meat packers (including American Beef Packers)
purchased more than 75 percent of their slaughter cattle, hogs,
sheep, and lambs from country sources (direct). Today the Depart-
ment of Agriculture estimates that well over 80 percent of all slaughter
livestock is purchased by packers directly from producers and custom
feedlots.

The consequences of these changes in livestock marketing patterns
are perhaps best reflected in statistics of the Packers and Stockyards
Administration, which picture the results of the increased exposure of
Tivestock producers to the risks created by certain business practices
engaged in by members of the packing industry. Between 1958 and
early 1975, 167 packers failed, leaving livestock producers unpaid for
over $43 mllhon worth of hvestock
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amount owed Amount Amount still
Year Packers for livestock paid! owed !
7 $568, 679 $95,726 $472,953
10 1,370, 328 158, 266 1,212, 062
7 408, 853 235,335 173,518
7 494 032 173,637 320, 395
17 1,612,163 6,733 1, 605, 430
6 826,423 90, 000 736,423
3 115, 098 33,007
13 1,992,351 73,000 1,918, 351
2, 189, 099 363,582 1, 825,517
9 1,997,748 18, 907 1,978, 841
10 1,041,371 _ . ____._ , 041,371
12 870, 5, 300 , 764
14 2,021, 342 450, 000 1,571,342
12 1, 666, 505 525, 394 1,141,111
11 843,544 110, 251 33,293
, 360 5, 698, 370
2,357,744 20, 000 2,337,744
3 24,314,127 .. 24,314,127
167 45, 393, 831 2,365,128 43,028, 703

1 Additional payments could have been made without the knowledge of the USDA,
Source: Packers and Stockyards Administration, USDA.

! 111,

By far the largest of the failures was that of American Beef Pack-
ers (ABP), which went bankrupt in January 1975, leaving producers
in 13 States unpaid for a total of over $20 million in livestock sales.
Of particular concern to the livestock producers in this instance was
the fact that ABP’s principal source of financing, General Electric
Acceptance Corporation, stood ahead of them among the bankrupt’s
creditors by virtue of its duly protected security interest in ABP’s
inventory, i.e., livestock and derivative products which the producers
had sold on a cash basis and for which they had not been paid.

Under present law, a packer is able to offer as security for a loan
the livestock, meat, meat food products, or receivables or proceeds
therefrom, which he has not paid for. The producer, who was respon-
sible for raising, feeding, and caring for the livestock is left unpaid,
while secured creditors reap the reward of his labors.

As of July 1, 1975, 23 States had responded to the ominous trend
of packer failures by enacting laws requiring bonds of packers. In the
wake of the ABP bankruptcy, several States, inclnding Kansas, Okla-
homa, and Texas, have enacted laws subjecting packers to strict prompt
payment requirements. At the present time, 26 States have enacted
bonding requirements for packers. These requirements vary widely
from $1,000 to two full days’ average purchases. Nineteen States cur-
rently have prompt payment statutes of some kind, which affect
packer payment practices. o

Iv.

USDA figures show that in 1973 some $31 billion werth of live-
stock and $4 billion worth of poultry were marketed in the United
States, representing approximately one-third of all farm income, Live-
stock is probably the single most important source of protein in the
American diet. Thus, livestock producers occupy a position of unique
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national importance. No individual is engaged in a riskier endeavor
or one more vital to the national interest than the producer. And no
entrepreneur is so completely at the mercy of the marketplace. The
livestock producer, if he successfully combats the vicissitudes of weath-
=r, financing, and skyrocketing costs, must sell when his cattle are
ready irrespective of the market. His livestock may represent his entire
JYear’s output. If he is not paid, he faces ruin.

~ The meat packing industry is, of course, an integral part of our
Nation’s agricultural marketing system. What is needed to prevent
future producer tragedies, as occurred following the ABP bankruptcy,
is legislation that will afford a measure of protection to the livestock
producer and feeder and yet not be so restrictive as to reduce competi-
tion in the livestock slaughtering business. H.R. 8410 accomplishes this
dual objective.

SECTION-BY-SECTION ANALTYSIS

Section 1. Bonding

Section 1 of the bill amends the provision contained in the Appro-
priation Act of July 12, 1943 (57 Stat. 422, 7 U.S.C. 204), which
empowers the Secretary of Agriculture to require reasonable bonds
from market agencies and dealers, to make it clear that the Secretary’s
authority to require such bonds extends to packers as well. However,
the provision applies only to packers whose average annual purchases
exceed $500,000. A packer could be required to be bonded only in con-
nection with his livestock purchasing operations.

Section 2. Packer definition

Section 2 of the bill amends section 201 of the Packers and Stock-
yards Act (defining the term “packer”) by deleting subsection (d)
thereof and by revising subsection (c) to make it clear that persons
who, as wholesale brokers, dealers, or distributors, market in com-
merce meats, meat food products, or livestock products in unmanu-
factured form are encompassed within the definition. The Secretary
could exclude as packers, such general wholesale food brokers, dealers.
or distributors as he determines not necessary to carry out the purposes
of the Act.

The amendment makes no change in subsections (a) and (b) of see-
tion 201.

Section 3. Jurisdiction

Section 3 of the bill deletes the phrase “in commerce” from section
202 (relating to packers) and subsection (a) of section 312 (relating
to stockyard owners, market agencies, or dealers) of the Packers and
Stockyards Act, which prohibit unfair, unjustly discriminatory. or
deceptive practices or devices. The effect of this amendment is to bring
within these sections all transactions of persons subject to the Secre-
tary’s jurisdiction under the Act, and not merely those transactions
which occur in commerce. Under present law, the Secretary must prove
that the defendant is both covered by the Act (engaged in activities
“in commerce”) and that the particular transaction is “in commerce”.



Section 4. Insolwent packers : o

Section 4 of the bill further amends the provisions contained in
the Act of July 12, 1943 (7 U.S.C. 204), to empower the Secretary,
after notice and hearing, to issue an‘orderunder the provisions of sec-
tion 203 of the Act requiring an insolvent packer to cease and desist
entirely from purchasing livestock, or to cease dud desist from pur-
chasing livestock except under such conditions as the Secretary may
Rrescribe to effectuate the purposes of the Packers and Stockyards

ct. :

Section 5. Temporary injunctions and restraining orders

Section 5 of the bill amends title IV of the Packers and Stockyards
Act by redesignating section 408 as section 411 and by adding to the
Act a new section 408, In the event any person subject to the Act (1)
does not have the bond required by the Secretary’s regulations, (2)
has failed, or is unable, to pay for livestock, meats, meat food products,
or livestock products in unmanufactured form, or (3) has operated
while insolvent or otherwise in violation of the Act, new section 408
gives the Secretary specific authority to request the Attorney General
to seek from the appropriate U.S. district court, a temporary injunc-
tion or order restraining such person from operating subject to the
Act or from so operating except under such conditions as would pro-
tect affected persons until the Secretary could institute and complete
appropriate administrative proceedings. With the approval of the
Attorney General, attorneys employed by the Secretary could appear
for the Secretary, and the U.S. district court in which the person
resides or has his principal place of business would be empowered to
issue a temporary injunction or restraining order, without bond.

Section 6. Private rights of action ,

Section 6 of the bill amends subsection (a) of section 308 of the
Packers and Stockyards Act to add packers to the categories of regu-
lated persons against whom a private action could be brought by
any person injured by a violation of the Act. The specific reference to
violation of sections 304, 305, 306, or 307 of the Act is deleted, and
packers, stockyard owners, market agencies, or dealers would be liable
under section 308 only for violation of any provision of the Act or
order of the Secretary relating to the purchase, sale, or handling of
livestock, (The rights established by this section with respect to a
market agency, dealer, or stockyard owner would be enforced either
by a reparation complaint to the Secretary or by suit in any United
States district court of competent jurisdiction, and with respect to a
packer the rights would be enforced by suit in a United States district
court of competent jurisdiction. These provisions are in addition to
existing common law or statutory remedies, and do not abridge or
alter those remedies.)

Section 7. Prompt payment S
Section 7 of the bill adds to title IV of the Packers and Stockyards

Act a new section 409 which, absent an express prior agreement in writ-
ing between the buyer and seller, requires each packer, market agency,
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or dealer purchasing livestock, before the close of the next business
day following the purchase of livestock and transfer of possession
thereof, to wire transfer funds to the seller’s account or to deliver to
the seller or his duly authorized agent, at the point of transfer of pos-
session of the livestock, a check for the full amount of the purchase
price. The delivery of a draft would not satisfy this requirement. In
the case of a purchase on a carcass or “grade and yield” basis, the
check or wire transfer of funds would be due not later than the close of
the first business day following determination of purchase price. If the
seller or his duly authorized representative is not present to receive
payment at the point of transfer of possession, the packer, market
agency, or dealer, is required to wire transfer or mail the full amount
of the purchase price to the seller within the time limits of this section.
Any delay or attempt to delay by a market agency, dealer, or packer
purchasing livestock, the appropriate or prompt collection of funds
shall be considered an “unfair practice” in violation of the Act.

Section 8. Statutory trust

Section 8 of the bill adds a new section 206 to title IT of the Packers
and Stockyards Act which applies toany packer whose average annual
purchases exceed $500,000. The new section requires that all livestock
purchased by a packer in cash sales, and all inventories of, or receiv-
ables or proceeds from, meat, meat food products, or livestock products
derived therefrom, be held by such packers in trust for the benefit of
all unpaid cash sellers of such livestock until full payment has been
received by such unpaid sellers. Payment shall not be considered to
have been made if the seller receives a payment instrument which is
dishonored. However, an unpaid seller loses the benefit of the trust
unless he gives written notice to the packer and to the Secretary (1)
within 30 days of the final date for making payment under section 409,
or (2) within 15 days after he has received notice that the payment in-
strument, promptly presented for payment, has been dishonored.

A cash sale is defined as a sale in which the seller does not expressly
extend credit to the buyer.

Section 9. Preemption provision

Section 9 of the bill adds a new section 410 (preemption provision)
to title IV of the Packers and Stockyards Act which provides that no
requirement of a State or territory of the United States or any subdi-
vision thereof or the District of Columbia with respect to bonding of
packers, or prompt payment by packers, for livestock purchases may
be enforced upon any packer operating in compliance with the bond-
ing provisions of the Act of July 12, 1943, as amended, and the prompt
payment provisions of new section 409 of the Packers and Stockyards
Act. However, the States are not preempted from enforcing a State
requirement, with respect to payment for livestock purchased by a
packer at a stockyard subject to the Packers and Stockyards Act,
which is not in conflict with the Act or the regulations issued there-
under. The States would also retain their authority to enforce State
law or regulation with respect to any packer not subject to the Packers
and Stockyards Act or the Act of July 12,1943, :



Section 10. Pending proceedings

Section 10 of the bill provides that proceedings pending upon enact-
ment of the bill shall not be abated but shall be disposed of pursuant
to the provisions of the Packers and Stockyards Act, 1921, as amended,
and the Act of July 12,1943, in effect immediately prior to the effective
date of these amendments.

Section 11. Hearings site - : -

Section 11 of the bill amends section 407 of the Packers and Stock-
yards Act by adding new subsections (d) and (e). The new subsections
require that the Secretary (not later than 60 days after enactment of
the bill) prescribe and implement rules to assure that administrative
hearings under the Act involving a single unit of local government (or
the residents thereof), a single geographic area within a State (or the
residents thereof), or a single State (or the residents thereof) be held
within the respective boundaries of such areas.

CoMMITTEE CONSIDERATION
HEARINGS

During 1975, the Subcommittee on Agricultural Production, Mar-
keting, and Stabilization of Prices, held one day of hearings in Omaha,
Nebraska, on July 19, and two days of hearings in Washington, D.C.,
on July 25, and November 17. The hearing in Omaha, Nebraska, was
attended by Members of the Subcommittee on Livestock and Grains
of the House Committee on Agriculture.

In the course of the hearings, testimony was received from the U.S.
Department of Agriculture, the U.S. Department of Justice, a number
of individual livestock producers, many State and national livestock
producer and feeder associations, representatives of the grocery and
hotel industries, and several packers and national packer organizations.

The Departments of Agriculture and Justice initially opposed any
legislation on the ground that the Administration objected to addi-
tional regulation. However, on February 3, 1976, Secretary Butz testi-
fied before the House Committee on Agriculture and indicated that the
Administration would support meaningful legislation. On May 5,
1976, Mr. Thone of the House Committee received a letter from the
Director of the Office of Management and Budget, James T. Liynn,
which stated that the Administration supports enactment of H.R.
8410, '

S. 1532 AND 8. 2034

The Committee hearings dealt with two Senate bills: S. 1532 and
S. 2034.

The bill being reported by the Committee is almost identical in ap-
proach to S. 1582. The Subcommittee on Agricultural Production,
Marketing, and Stabilization of Prices was well aware of the intricacy
of the problems in the existing packer-producer relationship. The Sub-
committee voted to report S. 1532, as amended, to the full Committee
on December 17, 1975. ' , _

S. Rept. 94-932-—2
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The Subcommittee did not vote to report . 2034 to the full Commit-
tee. This bill would create an independent Livestock Marketing Com-
mission. It was not felt that an independent commission or the other
provisions of that bill dealt adequately with the problems that had to
be addressed.

H.R. 8410

At the time this Committee was about to begin full Committee con-
sideration of S. 1532, the House Committee on Agriculture reported
H.R. 8410. Because both bills dealt with the same subject matter and
followed the same approach, it was decided that the Committee would
postpone its deliberations until H.R. 8410 passed the House and was
referred to the Committee. The bill passed the House on May 6, 1976,
and was referred to the Committee on May 11, 1976.

COMMITTEE MARKUP

The Committee met on May 19, 1976, to mark up the bill. Several sig-
nificant aspects of the bill were discussed.

Packer definition

Section 2 of H.R, 8110, as passed by the House, amends section 201
of the Packers and Stockyards Act containing the definition of
“packer” by deleting subsection (d) thereof and revising subsection
(¢) clearly bringing within the definition of “packer” all persons, who
as wholesale brokers, dealers, or distributors, engage in the business of
marketing meats, meat food products, or livestock products in an un-
manufactured form in commerce.

The Committee added a provision that general wholesale food brok-
ers, dealers, or distributors shall not be deemed to be “packers” where
the Secretary determines that their inclusion as “packers” is not neces-
sary to carry out the purposes of this Act. The term “general” limits
the provision to those wholesale brokers, wholesale dealers, and whole-
sale distributors whose businesses involve foods generally, in addition
to meat or meat food products. All such persons would be subject to
all applicable provisions of the Act unless and until the Secretary de-
termines that the application of the provisions of the Act to them, or
any described or identified group of them, is not necessary to carry out
the purposes of the Act, which purposes are reflected throughout the
various provisions of the Act. Because these persons will be included
in the definition of “packer” until specifically excluded, it is expected
that the Secretary will move as quickly as practicable to promulgate
the necessary regulations to exelude those persons who will be excluded.

In promulgating regulations to determine exceptions under the pro-
vision, the Secretary would take into consideration all relevant fac-
tors, such as the volume and proportion of business in meat and meat
food products of such persons, or any identified or described group of
them ; the impact such volume and proportion have in relation to carry-
ing out the purposes of the Act; and the significance of the coverage
of such persons by the provisions in the Act in relation to financial or
other protection of the livestock producers and competition and fair
practices in the meat marketing system.
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To the extent that any wholesaler performs activities enumerated
in sections 201 (a) and 201(b), that wholesaler comes within the defini-
tion of “packer” even where his other activities as a wholesaler of
meat, meat food produets, or livestock products in unmanufactured
form otherwise may be exempted from the application of the Act by
the Secretary’s regulation. For the purposes of section 201(c), the
term “wholesale” modifies the terms “broker, dealer, or distributor”
and “food brokers, dealers, or distributors.”

The Committee also deleted the proviso in section 2 of H.R. 8410,
which stated “That nothing in this section shall affect the jurisdiction
of the Federal Trade Commission with respect to retail sales of meat,
meat food products, livestock produets in manufactured form, or poul-
try products as provided in section 406 of this Act”. The provisions
of section 406 of the Packers and Stockyards Act clearly define the
jurisdiction of the Secretary and of the Federal Trade Commission
with respect to matters covered by the Packers and Stockyards Act.
The deletion of the proviso does not affect in any respect the applica-
bility of the Act to any persons previously subject to subsection (a) or
(b) of section 201 of the Act as packers; and the proviso is not neces-
sary in order to make section 406 automatically applicable upon en-
actment of the bill to those persons and transactions brought under
coverage of the Act by the amended definition of the term “packer”.

Prompt payment :
Section 7 of H.R. 8410, as reported by the Committee, would ba-
sically require each packer, market agency and dealer purchasing
livestock to pay for the livestock by the close of the next business day,
following transfer of possession of the livestock, or in the case of pur-
chases on a carcass or “grade and yield” basis, to pay for such live-
stock before the close of the next business day following the deter-
mination of the purchase price, as now required in the regulations.
This seetion superimposes on this basic requirement a slaughter
proviso which gives the buyer two alternatives: (1) To wire transfer
funds, or (2) to deliver payment at the point of transfer. If the buyer
does not wire transfer funds, he is required to deliver payment to the
seller at the point of transfer of possession of the livestock. If the
seller or his authorized representative is not present at the point of
transfer of the livestock to accept payment, the buyer must wire trans-
fer or place payment in the mail within the preseribed time limits.
In practice, with respect to a packer, this provision would operate

in the following manner. In areas where small feedlots predominate,

the points of transfer of possession are usually the packing plants in
cases of direct sales, and the public markets. This means that the
packer in those instances would be obligated to make payment avail-
able at the packing plant or at the market where the transfer of pos-
session took place. Since this is currently the manner in which pay-
ment is being made, there would be no appreciable change in practice.
If the producer did not pick up payment at the packing plant or if
the selling agency at the market is not available to receive the payment
at the market within the prescribed time, the packer then would wire
transfer the funds or place the check in the mail by the close of the
next business day. : L :
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~In the Southwest and West where larger lots with scales pre-
«dominate, the point of transfer is usually at the feedlot where the
livestock is weighed. In this instance the packer would be obligated
to wire transfer funds or to deliver payment to the feedlot. Under the
latter alternative, if the seller or his representative is not present to
‘receive payment, the packer would then wire transfer funds or place
the check 1n the mail by the close of the next business day. ‘

Nothing in section 7 would preclude a packer and a producer from
‘agreeing 1n writing that the packer may transmit through the mails,
by the close of the next business day, payment for livestock purchased.
Such action would not result in the producer being considered a credit
seller. 1f, however, the agreement is for payment beyond the close of
the next business day, tﬁxe producer would be considered a credit
seller and as such would forfeit his rights under the trust.

In the case of sales at public markets, the market would make pay-
ment available to the sellers at the market since that would be the
.point of transfer of possession of the livestock. 1f the seller is not pres-
ent at the market to receive payment, the market would wire transfer
payment or place payment in the mail before the close of the business
day following the sale.

Civil money penalties

Section 3 of HLR, 8410, as passed by the House, would authorize the
Secretary to assess a civil penalty of not more than $100,000 for each
violation of the Act. In determining the amount of the civil penalty,
the Secretary would be required to consider the gravity of the offense,
the size of the business involved, and the effect of the penalty on the
person’s ability to continue in business.

This provision was not included in the original House bill but was
added as a floor amendment.

Under current law, the Secretary is authorized to issue cease and
desist orders against packers. HLR, 8410 clarifies the Secretary’s au-
thority to regulate the operations of insolvent packers, and to seek
temporary injunctions and restraining orders. Private rights of action
are provided under section 6 of the bill for violations of the Act or a
Secretary’s order under the Act, relating to the purchase, sale, or han-
dling of livestock. '

The Committee discussed two alternatives: (1) delete the whole
section, or (2) lower the maximum penalty to $10,000. In view of all
the other protections provided under the bill, the feeling that the pos-
sible maximum penalty is excessive, and the feeling that there is need
for further study of the question of civil penalties, the Committee
agreed to strike the whole section,

Bonding

Section 1 of H.R. 8410 would require packers whose average annual
purchases exceed $500,000, to be bonded. The Secretary could prescribe
“reasonable bonds, to secure performance of their obligations™. The
Secretary currently has authority to require bonds for market agen-
cies and dealers. ;

_ A representative of the Department of Agriculture, during ques-
tioning, stated that a two-day bond is currently being required for
market agencies and dealers.
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An amendment was offered that would have added language to the
bill requiring a five-day bond. The amendment was defeated. The
Committee believes that the producers will be adequately protected by
a two-day bond, together with the provisions of section 6 of the bill
dealing with insolvent packers and the statutory trust established
under section 8 of the bill. It is the Committee’s understanding that
the Secretary will not require any less than a two-day bond.

Statutory trust

Section 8 of H.R, 8410 creates a statutory trust for unpaid sellers of
livestock to packers.

Under this provision, no specific identification of the livestock or the
carcasses, meats, proceeds or receivables derived therefrom is required.
Instead, they are held in a pool in trust for the benefit of all unpaid
cash sellers. Each cash seller would be entitled to a pro rata share in
settlement of his account. '

It is the Committee’s belief that the trust provision offers producers
the best protection against packer bankruptcies. They would now re-
ceive their money, the money they expected to receive when they sold
their livestock, before secured creditors. This provision, together with
the bill’s provisions on packer prompt payment practices and packer
bonding, should avoid the recurrence of the effects of the American
Beef Packers bankruptey. .

The Committee further believes that it would be most beneficial if
the Secretary, through the Packers and Stockyards Administration,
would formulate some means of notifying producers of a packer bank-
ruptey. This notification would not affect the time periods established
in section 8 for an unpaid seller to notify the packer and the Secretary
in order to preserve his right to the trust. §uch notification should
spur unpaid cash sellers to file their notices, and thereby preserve
their right to the trust, while also allowing more rapid determination
of the scope of the bankrupt packer’s estate.

The Committee increased the time limits on the period during which
an unpaid producer can preserve his rights under this trust. The ex-
tension should help avoid an exceptional situation of long delays
due to the actions of the Postal Service or individual banks, while still -
allowing for prompt determination of the producers who would share
in the corpus of the trust.

Cost EsTrMaTE

I

In accordance with section 252 of the Legislative Reorganization
Act of 1970, the following is the Committee’s estimate of the addi-
tional costs which would be incurred in carrying out the provisions
of HL.R. 8410: ‘ ‘

Fiscal year: Thousands
Transition QUArter e 8278
AT e . 1, 161
1978 e e e e e e e e i e 1,234
T e et e e e e e e e e e e o 1, 203
1980 I 1, 366
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The Committee’s estimate is identical to the cost estimate prepared
Dby. the Congressional Budget Office pursuant to the Congressional
‘Budget Act of 1974,

" The Committee also received a cost estimate from the Department
o'f Agriculture, showi ing slightly higher costs for the fiscal years 1979
through 1981. The difference is attributable to a different estimate of
the effect of inflation for the 3 years.

II.

Coxgress oF THE UNITED STATES,
CoxcressioNAL Bupcer OFFICE,
Washington, D.C., June] 1976.
Hon. Hervan E. TALMADGE,
Chairman, Committee on Agriculture and Forestry, U.S. Semte,
Office Building, Washington, D.C.

Dear Mr. Crarraay : Pursuant to Section 403 of the Conoressmnal
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estimate for ILR. 8410, Amendments to the Packers
and Stockyards Act of 1921.

Should the Committee so desire, we Would be pleased to p10v1de
further details on the attached cost estimate.

' Smcerely, : ‘ o '
ALICE M. Raviin, Directer.

CONGRESSIONAL BUDGEI‘ Orrice—CosT LSTIMATE '

JUNE 1, 1976

1. Bill number: H.R. 8410.

2. Bill title: Amendments to the Packers and Stockyards Act of
1921.

3. Purpose of bill: - C

General.—This bill amends the Packers and Stockyards Act of 1921
by requiring any packer with average annual purchases of over $500,-
000 to be bonded. The bill would also bring brokers and other whole-
salers of meat under the regulatory jurisdiction of the Secretary of
Agriculture.

Speozﬁc —=Section 1 requires that every packer with a average ftnnual
purchases of over $500,000 must be bonded.

Section 5 gives the Secretary of Agriculture authority to order
packers to stop operating while insolvent, except under certain con-
ditions which he may prescribe.

Section 7 requires packers, market agencies and dealers purchasing
livestock to deliver to the seller or his agent, at the point of transfer
of the animals, a check or wire transfer for the full amount of the
purchase before the close of the next business day unless otherwise
agreed in writing.

“4. Cost estimate :

Fiseal year: Thougands
Transition quarter . $278
1977 UV U 1,161
1978 ____ - 1,234
1979 - 1,293
1980 ——— —— 1, 366
1981 ——— —-- 1,435
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5. Basis for estimate : .

Presently the Packers and Stockyards Administration within the
Department of Agriculture, supervises market agencies and dealers
purchasing livestock. This bill expands the USDA responsibility. to
packers, and therefore there will be a need for additional personnel.
The administration now has 198 people, 134 in thirteen regional oflices
and 64 in Washington. The present mix of personnel is 2.5 profes-
sionals to 1 clerical. The people in the regional office perform many
duties and the additional personnel would have to work within this
system. This bill would require the USDA personnel to monitor bond-
ing, check on the packer’s solvency, bring injunctions against. violators
of the Act, and investigate complaints. In addition, extra personnel
would be needed to take over functions now being doue by some states,
as authorized by Section 9 of the bill. To perform these duties, it is
estimated that each of the thirteen regional offices would need 3 addi-
tional professionals and 1 clerical. The Washington office would only
need 5 additional staff members and the General Counsel’s Office
would need an additional 2 lawyers to handle the increased legal func-
tions. The clerical rate of a GS-7, step 5 ($12,518), mnultiphed by 15
clericals equals $187,770. The professional rate of a GS-11, step 1
($16,255), multiplied by 44 equals $715,220. which gives a total per-
sonnel cost of $902,990. Overhead costs of 18 percent are applied to
this number to equal $162,538. This figure includes the costs for train-
ing, equipment, travel and rent. Manpower costs were based on FY
1976 figures and have to be adjusted for inflation for FY 1977 through
1981. The FY 1977 cost would then be computed by applying an in-
flation factor of 1:0895 the 1976 cost of $1,065.528 to equal $1,160,893.

The cost figure for the Senate version of H.R. 8410 is the same as
the bill passed by the House of Representatives. In the Senate version,
there will be a need for increased legal personnel to handle questions
arising from Section 201(c), but there will be an offsetting decrease
in the need for additional personnel due to Section 9 of the bill.

6. Estimate comparison: None.

7. Previous CBO estimate: An estimate of this bill was completed
for the Touse Agriculture Committee on April 7, 1976.

8. Estimate prepared by: Jack Garrity.

9. Estimate approved by :

James L. Broa,
Assistant Director for Budget Analysis.

11T,

DEPARIMENT OF AGRICTLTURE,
OFFICE OF THE SECRETARY,
Washington, D.C., May 27,1976.
Ton. HermaxN E. TarMADGE,
Chairman, Committee on Agriculture and Forestry,
U.S. Senate, Washington, D.C.

Drear MRr. CHAIRMAN : As requested, the following are our estimates
of the cost of H.R. 8410 as amended by the Senate Committee on Agri-
culture and Forestry on May 19, 1976.

Our current estimate of costs of implementing the bill would be
approximately $1.1 million. Of this amount, $100,000 would result
from the amendment under section 2 providing for the exemption from
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the bill of those general wholesale food brokers, dealers, or distribu-
tors determined by the Secretary as not necessary to carry out the
purposes of the Act.

The 5-year costs with projected inflation are as follows.v

Fiscal year: Thousands
Transition quarter . e $275
1077 — - 1,152
1978 — 1, 238
1979 o 1, 325
1980 - - 1,411
1981 - 1,491

Sincerely,

Joux M. Damaearp,
Deputy Assistant Secretary.



ApmiNisTraTiION VIEWS

On July 25, 1975, at the time of the hearing on S. 1532 and S. 2034,
representatives of the Administration testified in opposition to these
bills. Letters were also received from the Department of Agriculture
opposing the bills. o o

On February 3, 1976, the Secretary of Agriculture appeared before
the House Committee on Agriculture to testify regarding the general
agricultural situation. At that time, the Secretary expressed a differ-
ent position in the following colloquy with Mr. Thone : S

“Mr. THoNE. * * * T would like to then briefly explore the Stock-
yards Act amendments, We have held hearings in Texas and Nebraska
on this as well as here in Washington. )

“We worked closely with Mr. Poage on it. Mr. Bergland and I have
a bill which will be marked up Friday, H.R. 8410. )

“If you remember some time ago we wanted to put some teeth in
that paper tiger called the Stockyards Administration. At the elev-
enth hour we had the rug pulled out from under us by OMB, Justice,
USDA, and I don’t really know who else. One of your emissaries came
up and apologized for it. )

“That did not help us too much at that time. o )

“Is it my understanding that if we come up with a meaningful bill
that will effectively do something in this area, we will have strong
Administration support. Is thiscorrect? =~ ; .

Mr. Burz. Yes, I think the objection earlier was. based on the fact
that they did have budgetary implications and manpower implica-
tions, but in the meantime there are some 22 States that passed bond-
ing requirements. We have a crazy quilt pattern in no-man’s land out
there. Somebody has to cooperate with across state line situations.

“There is a need for standardization.” '

On May 5, 1976, Mr. Thone received a letter from James T. Lynn,
Director, Office of Management and Budget, in which Mr. Liynn stated
that the Administration supports the enactment of H.R. 8410. The let-
ter from Mr. Liynn reads as follows : '

OrFicE or MaNAGEMENT AND Buperr,
Washington, D.C., May &, 1976.
Hon. CrarLES THONE, :
House of Representatives,
Washington, D.C.

Dear Mr. Tuowr: This responds to your request for our comments
on H.R. 8410, a bill “To amend the Packers and Stockyards Act of
1921, as amended” as reported by the Committee on Agriculture.

H.R. 8410 provides:

For bonding of meat packers to insure payment to livestock
producers.

That packers shall “hold in trust” inventory and proceeds for the
benefit of payables to livestock producers,

7

S. Rept. 94-932. 3
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That payment be made for livestock on the business day next fol-
lowing delivery. .

Certain enforcement authorities in the Department of Agriculture.

On balance, I believe that bill provides needed assurance at an ac-
ceptable cost to producers that they will be paid for livestock in the
event of packer insolvency. While the techniques employed by IH.R.
8410 to provide this assurance will to some extent increase financing
costs to the packers, they will, at the same time, assure producers that
they can rely upon payment for livestock purchases, an essential fae-
tor for their continued successful operation. : : ‘ :

Accordingly, the Administration supports enactment of H.R. 8410.
‘With respect:to the prompt payment provision, I suggest that a tech-
njcal language change be included permitting packers to use the mails
in transmitting :the payment to avoid significant nuisance costs to the
industry for a benefit of questionable value to'its producers.

Sincerely,
James T. Ly~NN,
Director.
Craxees 1N Existing Law

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are
shown as follows (existing law proposed to be omitted is enclosed in
black braclkets, new matter is printed in italic, existing law in which
no change is proposed is shown in roman) :

PACKERS AND STOCKYARDS ACT, 1921, AS AMENDED

. AN ACT To regulate interstate and foreign commerce in [live stock, live-stock]
livestock, livestock products, dairy produets, poultry, poultry products, and eggs,
and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of Americain Congress assembled,

TITLE I—DEFINITIONS

This Act may be cited as the “Packers and Stockyards Act, 1921.”

Sec. 2. (a) When used in this Act—

(1) The term “person™ includes individuals, partnerships, corpora-
tions, and associations;

(2) The term “Secretary” means the Secretary of Agriculture;

(3) The term “meat food products” means all products and by-
products of the slaughtering and meat-packing industry—if edibie;

(4) The term [“live stock™] “liwestock” means cattle, sheep, swine,
horses, mules, or goats—whether live or dead ;

(5) The term [“live-stock] “lwestock products” means all products
and byproducts (other than meats and meat food products) of the
slaughtering and meat-packing industry derived in whole or in part
from [live stock] lwvestock ; and

(6) The term “commerce” means commerce between any State,
Territory, or possession, or the District of Columbia, and any place
outside thereof; or between points within the same State, Territory,
or possession, or the District of Columbia, but through any place
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trict of Columbia. S - :

"(b) For the purpose of this Act {(but not in any wise limiting the
foregoing definition) a transaction 1n respect to any article shall be
considered to he in commerce if such article is part of that current
of commerce usual in the [live-stock} %westock and meat-packing
industries, whereby [live stock.] livestock, meats, meat food products,
[live-stock]] léivestock products, dairy products, poultry, poultry prod-
ucts, or eggs, are sent from one State with the expectation that they
will end their transit, after purchase, in another, including, in addition
to cases within the above general description, all cases where purchase
or sale is either for shipment to another State, or for slaughter of
[live stock Zivestock within the State and the shipment outside the
State of the products resulting from such slaughter. Articles normally
in such current of commerce shall not be considered out of such current
through resort being had to any means or device intended to remove
transactions in respect thereto from the provisions of this Act. For the
purpose of this paragraph the word “State” includes Territory, the
District of Columbia, possession of the United States, and foreign

nation,
TITLE IT—PACKERS

FSec. 201. When used in this Act—

FThe term “packer” means any person engaged in the business
(2) of buying live stock in commerce for purposes of slaughter, or (h)
of manufacturing or preparing meats or meat food products for sale
ot shipment in commerce. or {(¢) of manufacturing or preparing live-
stock products for sale or shipment in commerce, or (d) of marketing
meats, meat food products, live-stock products, dairy products,
poultry, poultry products, or eggs, in commerce; but no person en-
gaged in such business of manufacturing or preparing live-stock
produects or in such marketing business shall be considered a packer
unless—

[(1) Such person is also engaged in any business referred to in
clause (a) or (b) above, or unless

F(2) Such person owns or controls, directly or indirectly, through
stock ownership or control or otherwise, by himself or through his
agents, servants, or employees, any interest in any business referred
to in clause (a) or (b) above, or unless

[(3) Any interest in such business of manufacturing or preparing
live-stock products, or in such marketing business is owned or con-
trolled, directly or indirectly, through stock ownership or control or
otherwise, by himself or through ﬁis agents, servants, or employ-
ees, by any person engaged in any business referred to in clause (a)
or (b) above, or unless

[(4) Any person or persons jointly or severally, directly or in-
directly, through stock ownership or control or otherwise, by them-
selves or through their agents, servants, or employees, own or con-
trol in the aggregate 20 per centum or more of the voting power or
control in such business of manufacturing or preparing live-stock
products or in such marketing business and also 20 per centum or
more of such power or control in any business referred to in clause
(a) or (b) above.]

otttside thereof; or within any Territory or pessession, or the Dis-
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Skc. 201. When used in this Act the term “packer” means. any
person engaged in the business (a) of dbuying livestock in commerce
for purposes of slaughter, or (b) of manufacturing or preparing meats
or meat food products for sale or shipment in commerce, or (¢) of
marketing meats, meat food products, or livestoock products in an
unmanufactured form acting as a wholesale broker, dealer, or dis-
tributor in commerce, except that any such general wholesale food
brokers, dealers, or distributors shall not be deemed to be “packers?
where the Secretary determines that their inclusion as “packers” is not
necessary to carry out the purposes of this Act. : o

SEc. 202. Tt shall be unlawful with respect to livestock, meats, meat
food products, livestock products in unmanufactured form, poultry,
or poultry products for any packer or any live poultry. dealer. or
handler to: =~ . . , o :

(a) Engage in or use any unfair, unjustly discriminatory, or decep-
tive practice or device [in commerce]; or

{b) Make or give [, in commerce,J any undue or unreasonable pref-
erence or advantage to any particular person or locality in any respect
whatsoever, or subject [, in commerce.} any particular person or local-
ity to any undue or unreasonable prejudice or disadvantage in any
respect whatsoever; or

(¢) Sell or otherwise transfer to or for any other packer or any
live poultry dealer or handler, or buy or otherwise receive from or
for any other packer or any live poultry dealer or handler, any article
for the purpose or with the effect of apportioning the supply [in com-
merce] between any such packers, if such apportionment has the tend-
ency or effect of restraining commerce or of creating a monopoly [in
commerce], or -

(d) Sell or otherwise transfer to or for any other person, or buy
or otherwise receive from or for any other person, any article for
the purpose or with the effect of manipulating or controlling prices
[in commerce], or of creating a monopoly in the acquisition of, buy-
ing. selling, or dealing in, any article [in commerce], or of restraining
cormnmerce; Or »

(e) Engage in any course of business or do any act for the pur-
pose or with the effect of manipulating or controlling prices [in com-
merce], or of creating a monopoly in the acquisition of, buying, sell-
ing, or dealing in, any article [in commerce], or of restraining com-
merce; or :

(f) Conspire, combine, agree, or arrange. with any other person
(1) to apportion territory for carrying on business [in commerce], or
(2) to apportion purchases or sales of any article [in commerce], or
(3) to manipulate or control prices [in commerce]; or

(g) Conspire, combine, agree or arrange with any other person to
do, or aid or abet the doing of, any act made unlawful by subdivision
(a), (b), (¢), (d), or (e).

Sec. 203. (a) Whenever the Secretary has reason to believe that
any packer has violated or is violating any provision of this title,
he shall cause a complaint in writing to be served upon the packer,
stating his charges in that respect, and requiring the packer to attend
and testify at a hearing at a time and place designated therein, at
least thirty days after the service of such complaint; and at such time
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and place there shall be afforded the packer a reasonable opportunity
to be informed as to the evidence introduced against him (including
the right of cross-examination), and to be heard in person or by
counsel and through witnesses, under such regulations as the Secre-
tary may prescribe. Any person for good cause shown may on appli-
cation be allowed by the Secretary to. intervene in such proceeding,
and appear in person or by counsel. At any time prior to the close of
the hearing the Secretary may amend the complaint; but in case of
any amendment adding new charges the hearing shall, on the request
of the packer, be adjourned for a period not exceeding fifteen days.

(b) If, after such hearing, the Secretary finds that the packer has
violated or is violating any provisions of this title covered by the
charges, he shall make a report in writing in which he shall state his
findings as to the facts, and shall issue and cause to be served on the
packer an order requiring such packer to cease and desist from con-
tinuing such violation. The testimony taken at the hearing shall be
reduced to writing and filed in the records of the Department of
Agriculture.

(c) Until the record in such hearing has been filed in a court of
appeals of the United States, as provided in section 204, the Secre-
tary at any time, upon such notice and in such manner as he deems
proper, but only after reasonable opportunity to the packer to be
heard, may amend or set aside the report or order, in whole or in part.

(d) Complaints, orders, and other processes of the Secretary under
this section may be served in the same manner as provided in section
5 of the Act entitled “An Act to create a Federal Trade Commission,
to define its powers and duties, and for other purposes,” approved
September 26, 1914.

gEC. 204 (a) An order made under section 203 shall be final and
conclusive unless within thirty days after the service the packer ap-
peals to the court of appeals for the circuit in which he has his prin-
cipal place of business, by filing with the clerk of such court a written
petition praying that the Secretary’s order be set aside or modified
in the manner stated in the petition, together with a bond in such sum
as the court may determine, conditioned that such packer will pay the
costs of the proceedings if the court so directs.

(b) The clerk of the court shall immediately cause a copy of the
petition to be delivered to the Secretary, and the Secretary shall there-
upon file in the court the record in such proceedings, as provided in
section 2112 of title 28, United States Code. If before such record is
filed the Secretary amends or sets aside his report or order, in whole
or part, the petitioner may amend the petition within such time as the
court may determine, on notice to the Secretary.

(¢) At any time after such petition is filed, the court, on applica-
tion of the Secretary, may issue a temporary injunction, restraining,
to the extent it deems proper, the packer and his officers, directors,
agents, and employees, from violating any of the provisions of the
order pending the final determination of the appeal.

(d) The evidence so taken or admitted, and filed as aforesaid as a
part of the record, shall be considered by the court as the evidence in
the case. The proceedings in such cases in the court of appeals shall
be made a preferred case and shall be expedited in every way.
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(e) The court may affirm, modify, or set aside the order :of the
Secretary.

(f) If the court determines that the just and proper disposition of
the case requires the taking of additional evidence, the court shall
order the hearing to be reopened for the taking of such evidence, in
such manner and upon such terms and conditions as the court may
deem proper. The Secretary may modify his findings as to the facts, or
make new findings, by reason of the additional evidence so taken, and
he shall file such modified or new findings and his recommendations, if
any, for the modification or setting aside of his order, with the return
of such additional evidence.

(g) If the court of appeals affirms or modifies the order of the
Secretary, its decree shall operate as an injunction to restrain the
packer, and his officers, directors, agents, and employees from violat-
ing the provisions of such order or such order as modified.

(h) The court of appeals shall have jurisdiction, which upon the
filing of the record with it shall be exclusive, to review, and to
affirm, set aside, or modify, such orders of the Secretary, and the
decree of such court shall be final except that it shall be subject to
review by the Supreme Court of the United States upon certiorari,
as provided in section 1254 of title 28, if such writ is duly applied
for within sixty days after entrv of the decree. The issue of such
writ shall not operate as a stay of the decree of the court of appeals,
insofar as such decree operates as an injunction, unless so ordered
by the Supreme Court.

(1) [Omitted as obsolete.]

Sec. 205. Any packer, or any officer, director, agent, or emplovee
of a packer, who fails to obey any order of the Secretary issued under
the provisions of section 208, or such order as modified—

(1) After the expiration of the time allowed, for filing a petition
in the court of appeals to set asidé or modify such order, if no such
petition has been filed within such time; or

(2) After the expiration of the time allowed for applying for a
writ of certiorari, if such order, or such order as modified, has been
sustained by the court of appeals and no such writ has been applied for
within such time; or

(8) After such order, or such order as modified, has been sustained
by the courts as provided in section 204: shall on conviction be fined
not less than $500 nor more than $10,000, or imprisoned for not less
than six months nor more than five years, or both. Each day during
which such failure continues shall be deemed a separate offense.

Ske. 206. (a) It is hereby found that a burden on and obstruction
to commerce in lLivestock is caused by financing arrangements under
which packers encumber, give lenders security interest in, or place
liens on, livestock purchased by packers in cash sales, or on inven-
tories of or receivables or proceeds from meat, meat food products,
or livestock products therefrom,when payment is not made for the live-
stock and that such arrangements are contrary to the public interest.
This section is intended to remedy such burden on and obstruction to
commerce in livestock and protect the public interest.

(b) All livestock purchased by a packer in cash sales, and all inven-
tories of, or receivables or proceeds from meat, meat food products, or
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Livestock products derived therefrom, shall be held by suck: packer in
trust for the benefit of all unpaid cash sellers of such livestock until
full payment has been received by such unpaid sellers : Provided, That
any packer whose average annual purchases do not exceed $500 000
will be cxempt from the provisions of this section. Payment shall ot
be considered. to have been made if the seller receives a payment instru-
ment which is dishonored ;: Provided, T hat the unpaid seller shall lose
the benefit of such trust if, in the event that a payment instrument
has not been received, within thirty days of the final date for making
a payment under section 409, or within fiftecen business days after the
seller has received notice that the payment instrument promptly pre-
sented for payment has been dishonored, the seller has not preserved
his trust under this subsection. The trust shall be preserved by giving
written notice - to the packer and by filing such m)twe with.  the
Secretary.

(¢) For the purpose of this section, a cash sale means a sale in which
the seller does not expressly extend credit to the buyer.

TITLE ITI-STOCKYARDS

Skc. 301. When used in this Act—

(a) The term “stockyard owner” means any person engaged in
the business of conducting or operating a stockyard;

(b) The term ‘“stockyard services” means services or facilities
furnished at a stockyard in connection with the receiving, buying
or selling on a commission basis or otherwise, marketing, feedmg,
watering, holding, delivery, shipment, weighing, or handhng, in com-
merce, of [live stock] livestock ;

(¢) The term “market atrency” means any person engaged in the
business of (1) buying or selhng in commerce [live stock] livestock
on a commission basis or (2) furnishing stockyard services; and

(d) The term “dealer” means any person, not a market agency,
engaged in the business of buying or selling in commerce [live stock}
livestock, either on his own account or as the employee or agerit of the
vendor or purchaser.

Skc. 302. (a) When used in this title the term “stockyard” means
any place, establishment, or facility commonly known as stockyards,
conducted, operated, or managed for profit or nonprofit as a public
market for livestock producers, feeders, market agencies, and buyers,
consisting of pens, or other inclosures, and their appurtenances, in
which live cattle, sheep, swine, horses, mules, or goats are received,
held, or kept for sale or shipment in commerce.

(b) The Secretary shall from time to time ascertain, after such
inquiry as he deems necessary, the stockyards which come within
the foregoing definition, and shall give notice thereof to the stock-
yvard owners concerned, and give public notice thereof by posting
copies of such notice in the stockyard, and in such other manner as
he may determine. After the giving of such notice to the stockyard
owner and to the public, the stockyard shall remain subject to the
provisions of this title until like notice is given by the Secretary
that such stockyard no longer comes within the foregoing definition.

Sec. 303. After the expiration of thirty days after the Secretary
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has given public notice that any stockyard is within the definition of
section 302, by posting copies of such notice in the stockyard, no person
shall carry on the business of a market agency or dealer at such stock-
yard unless (1) the stockyard owner has determined that his services
will be beneficial to the business and welfare of said stockyard, its
patrons, and customers, which determination shall be made on a basis
which is not unreasonable or unjustly discriminatory, and has given
written authorization to such person, and (2) he has registered with
the Secretary, under such rules and regulations as the Secretary may
prescribe, his name and address, the character of business in which he
is engaged, and the kinds of stockyards services, if any, which he fur-
nishes at such stockyard. Every other person operating as a market
agency or dealer as defined in section 301 of the Act may be required
to register in such manner as the Secretary may prescribe. Whoever
violates the provisions of this section shall be liable to a penalty of
not more than $500 for each such offense and not more than $25 for
each day it continues, which shall accrue to the United States and
may be recovered in a civil action brought by the United States.

Sec. 304. All stockyard services furnished pursuant to reasonable
request made to a stockyard owner or market agency at such stockyard
shall be reasonable and nondiscriminatory and stockyard services
which are furnished shall not be refused on any basis that is unreason-
able or unjustly diseriminatory: Provided, That in any State where
the weighing of livestock at a stockyard is conducted by a duly au-
thorized department or agency of the State, the Secretary, upon appli-
cation of such department or agency, may register it as a market
agency for the weighing of livestock received in such stockyard, and
upon such registration such department or agency and the members
thereof shall be amenable to all the requirements of this Act, and upon
failure of such department or agency or the members thereof to com-
ply with the orders of the Secretary under this Act he is authorized to
revoke the registration of such department or agency and to enforce
such revocation as provided in section 315 of this Act.

Sec. 305. All rates or charges made for any stockyard services
furnished at a stockyard by a stockyard owner or market agency shall
be just, reasonable, and nondiscriminatory, and any unjust, unreason-
able, or discriminatory rate or charge is prohibited and declared to
be unlawful. : '

Src. 306. (a) Within sixty days after the Secretary has given public
notice that a stockyard is within the definition of section 802, by post-
ing copies of such notice in the stockyard, the stockyard owner and
every market agency at such stockyard shall file with the Secretary,
and print and keep open to public 1nspection at the stockyard, sched-
ules showing all rates and charges for the stockyard services furnished
by such person at such stockyard. I a market agency commences busi-
ness at the stockyard after the expiration of such sixty days such
schedules must be filed before any stockyard services are furnished.

(b) Such schedules shall plainly state all such rates and charges
in such detail as the Secretary may require, and shall also state any
rules or regulations which in any manner change, affect, or determine
any part or the aggregate of such rates or charges, or the value of the
stockyard services furnished. The Secretary may determine and pre-
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scribe the form and manner in which such schedules shall be grepared,
arranged, and posted, and may from time to time make such changes
in respect thereto as may be found expedient.

(¢) No changes shall be made in the rates or charges so filed and
published, except after ten days’ notice to the Secretary and to the
public filed and published as aforesaid, which shall plainly state the
changes proposed to be made and the time such changes will go into
effect ; but the Secretary may, for good cause shown, allow changes on
less than ten days’ notice, or modify the requirements of this section
in respect to publishing, posting, and filing of schedules, either in par-
ticular instances or by a general order applicable to special or peculiar
circumstances or conditions. :

(d) The Secretary may reject and refuse to file any schedule ten-
dered for filing which does not provide and give lawful notice of its
effective date, and any schedule so rejected by the Secretary shall be
void and its use shall be unlawful. ‘

(e} Whenever there is filed with the Secretary any schedule, stating
a new rate or charge. or a new regulation or practice affecting any rate
or charge, the Secretary may either upon complaint or upon his own
initiative without complaint, at once, and if he so orders without an-
swer or other formal pleading by the person filing such schedule, but
upon reasonable notice, enter upon a hearing concerning the lawful-
ness of such rate, charge, regulation, or practice, and pending such
hearing and decision thereon the Secretary, upon filing with such
schedule and delivering to the person filing it a statement in writing of
his reasons for such suspension, may suspend the operation of such
schedule and defer the use of such rate, charge, regulation, or practice,
but not for a longer period than thirty days beyond the time when it
would otherwise go into effect; and after full hearing, whether com-
pleted before or after the rate, charge, regulation, or practice goes into
effect, the Secretary may make such order with reference thereto as
would be proper in a proceeding initiated after it had become effective.
If any such hearing can not be concluded within the period of sus-
pension, the Secretary may extend the time of suspension for a further
period not exceeding thirty days, and if the proceeding has not been
concluded and an order made at the expiration of such thirty days,
the proposed change of rate, charge, regulation, or practice shall go
into effect at the end of such period.

(£) After the expiration of the sixty days referred to in subdivision
(a) no person shall carry on the business of a stockyard owner or mar-
ket ageney unless the rates and charges for the stockyard services fur-
nished at the stockyard have been filed and published in accordance
with this section and the orders of the Secretary made thereunder; nor
charge, demand, or collect a greater or less or different compensation
for such services than the rates and charges specified in the schedules
filed and in effect at the time; nor refund or remit in any manner any
portion of the rates or charges so specified (but this shall not prohibit
a cooperative association of producers from bona fide returning to its
members, on a patronage basis, its excess earnings on their [live stock]
livestock, subject to such regulations as the Secretary may prescribe) ;
nor extend to any person at such stockyard any stockyard services
except such as are specified in such schedules. ’ o

S. Rept. 94-932——4
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(g) Whoever fails to comply with the provisions of this section or
of any regulation or order of the Secretary made thereunder shall be
liable to a penalty of not more than $500 for each such offense, and
not more than $25 for each day it continues, which shall accrue to the
United States and may be recovered in a civil action brought by the
United States.

(h) Whoever willfully fails to comply with the provisions of this
section or of any regulation or order of the Secretary made there-
under shall on conviction be fined not more than $1,000, or imprisoned
not more than one year, or both.

Skc. 307. (a) It shall be the duty of every stockyard owner and
market agency to establish, observe, and enforce just, reasonable, and
nondiscriminatory regulations and practices in respect to the furnish-
ing of stockyard services, and every unjust, unreasonable, or discrim-
inatory regulation or practice is prohibited and declared to be
unlawful.

(b) It shall be the responsibility and right of every stockyard owner
to manage and regulate his stockvard in a just, reasonable, and non-
discriminatory manner, to prescribe rules and regulations and to re-
quire those persons engaging in or attempting to engage in the pur-
chase, sale, or solicitation of livestock at such stockyard to conduct
their operations in a manner which will foster, preserve, or insure an
efficient, competitive public market. Such rules and regulations shall
not prevent a registered market agency or dealer from rendering
service on other markets or in occasional and incidental off-market
transactions.

Sec. 308. [(a) If any stockvard owner. market agency, or dealer
violates any of the provisions of sections 304. 305, 306, or 307, or of
any order of the Secretary made under this title. he shall be liable to
the person or persons injured thereby for the full amount of damages
sustained in consequence of such violation.] (a) 11 any person subject
to this Act violates any of the provisions of this Act, or of any order
of the Secretary under this Act, relating to the purchase, sale, or
handling of livestock., he shall be liable to the person or persons in-
Fured therebu for the full amount of damages sustained in conse-
quence of such violation.

(b) Such lability may be enforced either (1) by complaint to the
Secretary as provided in section 809, or (2) by suit in any district
court of the United States of competent jurisdiction; but this section
shall not in any way abridge or alter the remedies now existing at
common law or by statute, but the provisions of this Act are in addi-
tion to such remedies.

Src. 309. (a) Any person complaining of anything done or omitted
to be done by any stockyard owner, market agency, or dealer (here-
inafter in this section referred to as the “defendant”) in violation
of the provisions of seections 304, 305, 306. or 307, or of an order of the
Secretary made under this title, may, at any time within ninety days
after the cause of action accrues, apply to the Secretary by petition
which shall briefly state the facts, whereupon the complaint thus
made shall be forwarded by the Secretary to the defendant, who shall
be called upon to satisfy the complaint, or to answer it in writing,
within a reasonable time to be specified by the Secretary. If the de-
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fendant within the time specified makes reparation for the injury
alleged to be done he shall be relieved of liability to the complainant
only for the particular violation thus complained of. If the defendant
does not satisfy the complaint within the time specified, or there ap-
pears to be any reasonab?e ground for investigating the complaint, it
shall be the duty of the Secretary to investigate the matters com-
plained of in such manner and by such means as he deems proper.

(b) The Secretary, at the request of the [live-stock] Zivestock com-
missioner, Board of Agriculture, or other agency of a State or Terri-
tory, having jurisdiction over stockyards in such State or Territory,
shall investigate any complaint forwarded by such ageney in like
manner and with the same authority and powers as in the case of a
complaint made under subdivision (a).

(¢) The Secretary may at any time institute an inquiry on his own
motion, in any case and as to any matter or thing concerned which
a complaint is authorized to be made to or before the Secretary, by
any provision of this title, or concerning which any question may
arise under any of the provisions of this title, or relating to the en-
forcement of any of the provisions of this title. The Secretary shall
have the same power and authority to proceed with any inquiry in-
stituted upon his own motion as though he had been appealed to by
petition, including the power to make and enforce any order or orders
in the case or relating to the matter or thing concerning which the
inquiry is had, except orders for the payment of money.

(d) No complaint shall at any time be dismissed because of the
absence of direct damage to the complainant.

(e) If after hearing on a complaint the Secretary determines that
the complainant is entitled to an award of damages. the Secretary
shall make an order directing the defendant to pay to the complainant
the sum to which he is eutitled on or before a day named.

(£) If the defendant does not comply with an order for the pay-
ment of money within the time limit in such order, the complain-
ant, or any person for whose benefit such order was made, mav
within one yvear of the date of the order file in the district court of
the United States for the district in which he resides or in which is
located the principal place of business of the defendant or in any
State court having general jurisdiction of the parties, a petition
setting forth briefly the causes for which he claims damages and
the order of the Secretary in the premises. Such suit in the district
court shall proceed in all respects like other civil suits for damages
except that the findings and orders of the Secretary shall be prima
facie evidence of the facts therein stated, and the petitioner shall
not be liable for costs in the district court nor for costs at any sub-
sequent stage of the proceedings unless they accrue upon his appeal.
If the petitioner finally prevails, he shall be allowed a reassonable
atygmey’s fee to be taxed and collected as part of the costs of the
suit.

Sec. 310. Whenever after full hearing upon a complaint made
us provided in section 309, or after full hearing under an order for
investioation and hearing made by the Secretary on his own initia-
tive, either in extension of any pending complaint or without any
complaint whatever, the Secretary is of the opinion that any rate,
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charge, regulation, or practice of a'stockyard owner or market agency,
for or in connection with the furnishing of stockyard:services, is or
will be unjust, unreasonable, or discriminatory, the Secretary—

(a) May determine and prescribe what will be the just and reason-
able rate or charge, or rates or charges, to be thereafter in such case
observed as both the maximum and minimum to be charged, and
what regulation or practice is or will be just, reasonable, and nondis-
criminatory to be thereafter followed ; and

(b) May make an order that such owner or operator (1) shall cease
and desist from such violation to the extent to which the Secretary
finds that it does or will exist:; (2) shall not thereafter publish, de-
mand, or collect any rate or charge for the furnishing of stockyard
services more or less than the rate or charge so prescribed; and (3)
shall conform to and observe the regulations or practice so prescribed.

Sec. 811. Whenever in any investigation under the provisions of
this title, or in any investigation instituted by petition of the stock-
vard owner, market agency, or dealer concerned, which petition is
hereby authorized to be filed, the Secretary after full hearing finds
that any rate, charge, regulation, or practice of any stockyard owner,
market agency, or dealer for or in connection with the buying or sell-
ing on a commission basis or otherwise, receiving, marketing, feeding,
holding, delivery, shipment, weighing, or handling, not in commerce,
of Flive stock] liwestock, canses any undue or unreasonable advantage,
prejudice, or preference as between persons or localities in intrastate
commerce in [live stock] Z#wesfock on the one hand and interstate or
foreign commerce in [live stock] léwestock on the other hand, or any
undue, unjust or unreasonable discrimination against interstate or
foreign commerce in [live stock] Ziwestock, which is hereby forbidden
and declared to be unlawful, the Secretary shall prescribe the rate,
charge, regulation, or practice thereafter to be observed, in such man-
ner as, in his judgment, will remove such advantage, preference, or
diserimination. Such rates, charges, regulations, or practices shall be
observed while in effect by the stockyard owners’ market agencies, or
dealers parties to such proceeding affected thereby, the law of any
State or the decision or order of any State authority to the contrary
notwithstanding.

Src: 312. (a) It shall be unlawful for any stockyard owner, market
agency, or dealer to engage in or use any unfair, unjustly discrimina-
tory, or deceptive practice or device in connection with determining
whether persons should be authorized to operate at the stockyards, or
with the receiving, marketing, buying, or selling on a commission basis
or otherwise. feeding, watering. holding, delivery. shipment, weigh-
ing or handling [, in commerce,] of [live stock] livestock.

(b) Whenever complaint is made to the Secretary by anv person,
or whenever the Secretary has reason to believe, that any stockyard
owner, market agency, or dealer is violating the provisions of subdivi-
sion (a), the Secretary after notice and full hearing may make an
order that he shall cease and desist from continuing such violation to
the extent that the Secretary finds that it does or will exist. ,

See. 313. Except as otherwise provided in this Act, all orders of
the Secretary under this title, other than orders for the payment
of money, shall take effect within such reasonable time, not less than
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five days, as is prescribed in the order, and shall continue in force
nntil his further order, or for a specified period of time, according
as is prescribed in the order, unless such order is suspended or modi-
fied or set aside by the Secretary or is suspended or set aside by a
court of competent jurisdiction.

Skc. 814. (a) Any stockyard owner, market agency, or dealer who
knowingly fails to obey any order made under the provisions of sec-
tions 310, 811, or 312 shall forfeit to the United States the sum of
%500 for each offense. Each distinct violation shall be a séparate of-
fense, and in case of a continuing violation each day shall be deemed
a separate offense. Such forfeiture shall be recoverable in a civil suit
in the name of the United States.

(b) It shall be the duty of the various United States attorneys,
under the direction of the Attorney General, to prosecute for the re-
covery of forfeitures. The costs and expense of such prosecution shall
be paid out of the appropriation for the expenses of the courts of the
United States. ’ :

Skc. 315. If any stockyard owner, market agency, or dealer fails
to obey any order of the Secretary other than for the payment of
money while the same is in effect, the Secretary, or any party injured
thereby, or the United States by its Attorney General, may apply to
the district court for the district in which such person has his prinei-
pal place of business for the enforcement of such order. If after hear-
ing the court determines that the order was lawfully made and duly
served and that such person is in disobedience of the same, the court
shall enforce obedience to such order by a writ of injunction or other
proper process, mandatory or otherwise, to restrain such person. his
officers, agents, or representatives from further disobedience of such
order or to enjoin upon him or them obedience to the same.

Skc. 316. For the purposes of this title, the provisions of all laws
relating to the suspending or restraining the enforcement, operation,
or execution of, or the setting aside in whole or in part the orders of
the Interstate Commerce Commission, are made applicable to the
jurisdiction, powers, and duties of the Secretary in enforcing the pro-
fx;.lslions of this title, and to any person subject to the provisions of this

1tle. ’

Sec. 317. (a) The Secretary may, upon written application made
to him, and if he deems it necessary, authorize the charging and col-
lection, at any stockyard subject to the provisions of this Act, by any
department or agency of any State in which branding or marking or
both branding and marking livestock as a means of establishing own-
ership prevails by custom or statute, or by a duly organized livestock
association of any such State, of a reasonable and nondiscriminatory
fee for the inspection of brands, marks, and other identifying charac-
teristics of livestock originating in or shipned from such State, for the
purpose of determining the ownership of such livestock. No charge
shall be made under any such authorization until the authorized de-
partment, agency, or association has registered as a market agency. No
more than one such authorization shall be issued with respect to such
inspection of livestock originating in or shipved from any one State.
Tf more than one such apvlication is filed with respect to such inspec-
tion of livestock originating in or shipped from any one State, the
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Secretary shall issue such authorization to the applicant deemed b;
him best qualified to perform the proposed service, on the basis of (1
experience, (2) financial responsibility, (3) extent and efficiency of
organization, (4) possession of necessary records, and (5) any other
factor relating to the ability of the applicant to perform the proposed
service. The Secretary may receive and consider the recommendations
of the commissioner, secretary, or director of agriculture, or other ap-
propriate officer or agency of a State as to the qualifications of any
applicant in such State. The decision of the Secretary as to the appli-
cant best qualified shall be final. .

(b) The provisions of this title relating to the filing, publication,
approval, modification, and suspension of any rate or charge for any
stockyard service shall apply with respect to charges authorized to be
made under this section.

(c) Charges authorized to be made under this section shall be
collected by the market agency or other person receiving and dis-
bursing the funds received from the sale of livestock with respect
to the inspection of which such charge is made, and paid by it to
the department, agency, or association performing such service.

(d) The Secretary may, if he deems it to be in the public interest,
suspend, and after hearing. revoke any authorization and registra-
tion issned under the provisions of this section or any similar au-
thorization and registration issued under any other provision of law.
The order of the Secretary suspending or revoking any such author-
ization and registration shall not be subject to review.

TITLE IV—GENERAL PROVISIONS

Svc. 401. Every packer or anv live nounltry dealer or handler,
stockvard owner. market agency, and dealer chall keen such ac-
counts, records, and memoranda as fullv and correctly disclose all
transactions involved in his husiness, including the true ownership
of such busiress by stockholding or otherwise. Whenever the Sec-
retary finds that the accounts, records. and memoranda of any such
person do not fully and correctly disclose all transactions involved
in his husiness, the Secretary may prescribe the manner and form
in which such accounts, records, and memoranda shall be kept, and
thereafter any such person who fails to keep such acecounts, records,
and memoranda in the manner and form prescribed or approved by
the Secretary shall upon conviction be fined not more than $5,000, or
imprisoned -net more than three years, or both. :

Sec. 402. For the efficient execution of the provisions of this Act,
and in order to provide information for the use of Congress, the
provisions (including penalties) of sections 6, 8. 9, and 10 of the
Act entitled “An Act to create a Federal Trade Commission, to de-
fine its powers and duties, and for other purposes,” approved Sep-
tember 26, 1914, are made applicable to the jurisdiction, powers, and
duties of the Secretary in enforcing the provisions of this Act and
to any person subject to the provisions of this Act, whether or not a
corporation. The Secretary, in person or by such agents as he may
designate, may prosecute any inquiry necessary to his duties under
this Act in any part of the United States.
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Ské. 403. When construing. and enforcing the provisions.:of ‘this
Act, the act, omission, or. failure of any agent, officer, or other per-
son acting for or employed by any packer or any live poultry dealer
or handler, stockyard owner, market agency, or dealer, within the
scope of his employment or office, shall in every case also be deemed
the act, omission, or failure of such packer or any live poultry dealer
or handler, stockyard owner, market agency, or dealer, as well as that
of such agent, officer, or other person. g o

Skc. 404, The Secretary may report any violation of this Act to
the Attorney General of the United States, who shall cause appropriate
proceedings to be commenced and prosecuted in the proper courts of
the United States without delay. . .

Src. 405. Nothing contained in this Act, except as otherwise pro-
vided herein, shall be construed—

(a) To prevent or interfere with the enforcement of, or the pro-
cedure under, the provisions of the Act entitled “An Act to protect
trade and commerce against unlawful restraints and monopolies,”
approved July 2, 1890, the Act entitled “An Act to supplement exist-
ing laws against unlawful restraints and monopolies, and for other
purposes,” approved Qctober 15, 1914, the Interstate Commerce Act
as amended, the Act entitled “An Act to promote export trade, and for
other purposes,” approved April 10, 1918, or sections 73 to 77, in-
clusive, of the Act of August 2, 1894, entitled “An Act to reduce
taxation, to provide revenue for the Government, and for other pur-
poses,” as amended by the Act entitled “An Aect to amend sections
seventy-three and seventy-six of the Act of August twenty-seventh,
eighteen hundred and ninety-four, entitled ‘An Act to reduce taxa-
tion, to provide revenue for the Government, and for other purposes,””
approved February 12, 1913, or

(b) To alter, modify, or repeal such Acts or any part or parts
thereof, or

(¢) To prevent or interfere with any investigation, proceeding, or
prosecution begun and pending at the time this Act becomes effective.

Sec. 406. (a) Nothing in this Act shall affect the power or jurisdic-
tion of the Interstate Commerce Commission, nor confer upon the
Secretary concurrent power or jurisdiction over any matter within the
power or jurisdiction of such Commission. A ,

(b) The Federal Trade Commission shall have power and jurisdic-
tion_over any matter involving meat, meat food products, livestock
products in unmanufactured form, or poultry products, which by this
é&(ﬁ; 1s made subject to the power or jurisdiction of the Secretary, as

ollows:

(1) When the Secretary in the exercise of his duties requests of the
Commission that it make investigations and reports in any case.

(2) In any investigation of, or proceeding for the prevention of, an
alleged violation of any Aect administered by the Commission, arising
out of acts or transactions involving meat, meat food products, live-
stock products in unmanufactured form, or poultry products, if the
Commission determines that effective exercise of its power or juris-
diction with respect to retail sales of any such commodities is or will
be impaired by the absence of power or jurisdiction over all acts or
transactions involving such commodities in such investigation or pro-
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ceeding. In order to avoid unnecessary duplication of effort by the
Government and burdens upon the industry, the Commissioner shall
notify the Secretary of such determination, the reasons therefor, and
the acts or transactions involved, and shall not exercise power or juris-
diction with regard to acts or transactions (other than retail sales)
involving such commodities if the Secretary within 10 days from the
date of receipt of the notice notifies the Commission that there is pend-
ing in his Department an investigation of, or proceeding for the pre-
vention of, an alleged violation of this Act involving the same subject
matter,

(3) Over all transactions in commerce in margarine or olemar-
garine and over retail sales of meat, meat food products, livestock
produets in unmanufactured form, and poultry products.

(¢) The Federal Trade Commission shall have no power or juris-
diction over any matter which by this Act 1s made subject to the juris-
diction of the Secretary, except as provided in subsection (b) of this
section.

(d) The Secretary of Agriculture shall exercise power or jurisdic-
tion over oleomargarine or retail sales of meat, meat food products,
livestock products in unmanufactured form, or poultry products only
when he determines, in any investigation of, or any proceeding for the
prevention of, an allegea violation of this Act, that such action 1s
necessary to avoid impairment of his power or jurisdiction over acts or
transactions involving livestock, meat, meat tood products, livestock
products in unmanuiactured form, poultry or poultry products, other
than retail sales thereof. In order to avoid unnecessary duplication of
etfort by the (Government and burdens upon the industry, the Secre-
tary shall notify the Federal Trade Commission of such determina-
tion, the reasons therefor, and the acts or transactions involved, and
shall not exercise power or jurisdiction with respect to acts or trans-
actions involving oleomargarine or retail sales of meat, meat food
products, livestock products 1 unmanufsctured form, or pouitry
products 1f the Commission within 10 days from the date of receipt ot
such notice notifies the Secretary that there is pending in the Commis-
sion an investigation of, or proceeding for the prevention of, an al-
leged violation of any Act aaministered by the Comruission involving
the same subject matter.

(e) The Secretary of Agriculture and the Federal Trade Com-
misston shall include in their vespective annual reports intormation
with respect to the administration of subsections (b) and (d) of this
section.

Sec. 407, (a) The Secretary may make such rules, regulations and
orders as may be necessary to carry out the provisions of this Act
and may cooperate with any department or agency of the Gov-
ernment, any State, Territory, District, or possession, or department,
agency or political subdivision thereof, or any person; and shall have
the power to appoint, remove, and fix the compensation of such officers
and employees, not in conflict with existing taw, and make such ex-
penditures for rent outside the District of Columbia, printing, tele-
grams, telephones, law books, books of reference, periodicals, furni-
ture, stationery, office equipment, travel, and other supplies and
expenses as shall be necessary to the administration of this Act in the
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District of Columbia and elsewhere, and as may be appropriated for
by Congress, and there is hereby authorized to be appropriated, out of
any money in the Treasury not otherwise appropriated, such sums as
may be necessary for such purpose. ' ' \

{(b) The Secretary shall maintain within.the Department of Agri-
culture a separate enforcement unit to administer and enforce. title 11
of this Act. ‘ '

(¢) Notwithstanding any other provision of law, the authority of
the Secretary under this Act shall not apply to deductions made from
sales proceeds for the purpose of financing promotion and research
activities, including educational activities relating to livestock, meat,
and other products covered by the Act.

(d) The Secretary shall, not later than sixty days after the effective
date of this subsection, prescribe and implement rules to assure that
any hearing from which any order may issue under this Act or any
kearing the expenses of which are paid from funds authorized to be
appropriated under this Aet shall—

(1) if such hearing concerns a single unit of local government or
the residents thereof, be held within the boundaries of such unit;

(2) if such hearing concerns a single geographic avea within
a State or the residents thereof, be held within the boundaries of
such area; or

(3) if such hearing concerns a single State or the residents
thereof, be held within such State.

. (e) For the purposes of subsection (d)—

(1) the term “unit of local government” means a county, munici-
pality, town, township, village, or other unit of general govern-
ment below the State level; and

(2) the term “geographic area within a State” means a special
purpose district or other region recognized for governmental pur-

oses within such State which i3 not a unit of local government.

Sre. 408. W henever the Secretary has reason to believe that any per-
son subject to this Act (a) with respect to any transactions subject to
this Act, has failed to pay or is unable to pay for livestock, meats,
ment feod products, or livestock products in unmanufactured form,
or has failed to remit to the person entitled thereto the met proceeds
from the sale of any such commodity sold on a commission basis; or
(b) has operated while insolvent, or otherwise in violation of this Act
4n a manner which may reasonably be expected to cause irreparable
damaqge to another person; or (¢) does not have the required bond;
and that it would be in the public interest to enjoin such person from
operating subject to this Act or enjoin him from operating subject to
this Act except under such conditions as would protect vendors or
consignors of such commodities or other affected persons, until a com-
plaint under this Act is issued and dismissed by the Secretary or until
an order to cease and desist made thereon by the Secretary has become
final and effective within the meaning of this Act or is set aside on
appellate review of the Secretary’s order, the Secretary may notify the
Attorney General, who may apply to the United States district court
for the district in which such person has his principal place of business
-or in which he resides for a temporary injunction or restraining order.
When needed to effectuate the purposes of this section, the court shall,
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wpon a proper showing, issue a temporary injunction or restraming
ofder, w;gthg)ut bond. Attorneys employed by the Secretary of A g.mcul-
ture may, with the approval of the Attorney General, appear in the
United States district court representing the Secretary in any action
seeking such a temporary restraining order or injunction. )

Skc. 409. (a) Each packer, market agency, or dealer purchasing
Livestock shall, before the close of the newt business day following the
purchase of livestock and transfer of possession thereof, deliver to the
seller or his duly authorized agent the full amount of the purchase
price : Provided, That each packer, market agency, or dealer purchas-
ing livestock for slaughter shall, before the close of the next business
day following the purchase of livestock and transfer of possession
thereof, actually deliver at the point of transfer of possession to the
seller or his duly authorized agent a check or shall wire transfer
funds to the seller’s account for the full amount of the purchase price;
or, in the case of a purchase on a carcass or “grade and yield” basis,
the purchaser shall make payment by check at the point of transfer
of possession or shall wire transfer funds to the seller’s account for
the full amount of the purchase price not later than the close of the
first business day following determination of the purchase price: Pro-
vided further, That if the seller or his duly authorized agent is not
present to receive payment at the point of transfer of possession, as
herein provided, the packer, market agency, or dealer shall wire trans-
fer funds or place a check in the United States mail for the full
amount of the purchase price, properly addressed to the seller, within
the time limits specified in this subsection, such action being deemed
compliance with the requirement for prompt payment.

(0) Notwithstanding the provisions of subsection (a) of this sec-
tion and subject to such terms and conditions as the Secretary may
prescribe, the parties to the purchase and sale of livestock may ex-
pressly agree in writing, before such purchase or sale, to effect pay-
ment i @ manner other tham that requared in subsection (a). Any such
agreement shall be disclosed in the records of any market agency or
dealer selling the livestock, and in the purchaser's records and on the
accounts or other documents issued by the purchaser relating to the
transaction.

(¢) Any delay or attempt to delay by a market agency, dealer, or
packer purchasing livestock, the collection of funds as herein pro-
vided, or otherwise for the purpose of or resulting in extending the
normal period of payment for such livestock shall be considered an
“unfair practice” in violation of this Act. Nothing in this section shall
be deemed to limit the meaning of the term “unfair practice” as used
in this Act.

Src. 410. No requirement of any State or territory of the United
States, or any subdivision thereof, or the District of Columbia, with
respect to bonding of packers or prompt payment by packers for live-
stock purchases may be enforced upon any packer operating in com-
pliance with the bonding provisions under the Act of July 12, 1943 (67
Stat. }22: 7 U.8.C. 204), and prompt payment provisions of section
409 of this Act, respectively : Provided, That this section shall not pre-
clude a Stote from enforcing a requirement, with respect to payment
for Livestock purchased bu a packer at a stockyard subject to this Act,
which is not in conflict with this Act, or requlations thereunder: Pro-
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vided further, That this section shall not preclude a State from en-
foreing State law or regulations with respect to any packer not subjeet
to this Act or the Act of July 12, 1943. o

Skc. [408.] 411. If any provision of this Act or the application
thereof to any person or circumstances is held invalid, the validity of
the remainder of the Act and of the application of such provision to
other persons and circumstances shall not be affected thereby.

TITLE V—LIVE POULTRY DEALERS AND HANDLERS

- Sec. 501. The handling of the great volume of live poultry required
as an article of food for the inhabitants of large centers of population
is attendant with various unfair, deceptive, and fraudulent practices
and devices, resulting in the producers sustaining sundry losses and
receiving prices far below the reasonable value of their live poultry in
comparison with prices of other commodities and in unduly and arbi-
trarily enhancing the cost to the consumers. Such practices and devices
are an undue restraint and unjust burden upon interstate commerce
and are a matter of such grave concern to the industry and to the pub-
lic as to make it imperative that steps be taken to free such commerce
from such burden and restraint and to protect producers and consum-
ers against such practices and devices.

Sec. 502. {a) The Secretary of Agriculture is authorized and di-
rected to ascertain from time to time and to designate the cities where
such practices and devices exist to the extent stated in the preceding
section and the markets and places in or near such cities where live
poultry is received, sold, and handled in sufficient quantity to con-
stitute an important influence on the supply and price of live poultry
and poultry products. On and after the effective date of such designa-
tion, which shall be publicly announced by the Secretary by publication
in one or more trade journals or in the daily press or in such other
manner as he may determine to be adequate for the purpose approxi-
mately thirty days prior to such date, no person other than packers as
defined in title IT of said Act and railroads shall engage in, furnish,
or conduct any service or facility in any such designated city, place,
or market in connection with the receiving, buying, or selling, on a
commission basis or otherwise, marketing, feeding, watering, holding,
delivering, shipping, weighing, unloading, loading on trucks, truck-
ing, or handling in commerce of live poultry without a license from the
Secretary of Agriculture as herein authorized valid and effective at
such time. Any person who violates any provision of this subsection
shall be subject to a fine of not more than $500 or imprisonment of not
more than six months, or both.

(b) Any person desiring a license shall make application to the
Secretary, who may by regulation prescribe the information to be
contained in such application. The Secretary shall issue a license to
any applicant furnishing the required information unless he finds
after opportunity for a hearing that such applicant is unfit to engage
in the activity for which he has made application bv reason of his
having at any time within two years prior to his application engaged
in any practice of the character prohibited by this Act or because he is

financially unable to fulfill the obligations that he would incur as a
licensee.
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Skc. 503. Section 202, 401, 402, 403, and 404 of said Act are amended
by addition of the words “or any live poultry dealer or handler” after
the word “packer” whenever it occurs in said sections. The term “live
poultry dealer” means any person engaged in the business of buying
or selling live poultry in commerce for purposes of slaughter either
on his own account or as the employee or agent of the vendor or
purchaser. ;

Skc. 504, The provisions of sections 305 to 316, both inclusive, 401,
402, 403, and 404 of said Act shall be applicable to licensees with re-
spect to services and facilities covered by this title and the rates,
charges, and rentals therefor except that the schedules of rates,
charges, and rentals shall be posted in the place of business of the
licensee as prescribed in regulations made by the Secretary.

Skc. 505. Whenever the Secretary determines, after opportunity
for a hearing, that any licensee has violated or is violating any of the
provisions of this title, he may publish the facts and circumstances of
such violation and by order suspend the license of such offender for a
period not to exceed ninety days and if the violation is flagrant or
repeated he may by order revoke the license of the offender.

ACT OF JULY 12, 1943
(57 Stat. 422; 7 U.S.C. 204)

* * * * * * *
. MARKETING SERVICE
* * * * * * *

Packers and Stockyards Act: For carrying out the provisions of the
Packers and Stockyards Act, approved August 15, 1921, as amended
by the Act of August 14,1935 (7 U.S.C, 181-229), $364,070: Provided,
That hereafter the Secretary may require reasonable bonds from every
[market agency and dealer] market agency (as defined in title II1 of
the Act), every packer (as defined in title I1 of the Act) in connection
with its livestock purchasing operations (ewcept that those packers
whose average annual purchases do not exceed $500,000 will'be exempt
from the provisions of this paragraph), and every other person oper-
ating as « dealer (as defined in title 111 of the Act), under such rules
and regulations as he may prescribe, to secure the performance of their
obligations, and whenever, after due notice and hearing, the Secretary
finds any registrant is insolvent or has violated any provisions of said
Act he may issue an order suspending such registrant for a reasonable
specified period. Such order of suspension shall take effect within not
less than five days, unless suspended or modified or set aside by the
Secretary or a court of competent jurisdiction. /f the Secretary finds
any packer is insolvent, he may after notice and hearing issue an order
under the provisions of section 203 requiring such packer to cease and
desist from purchasing livestock while insolvent, or purchasing live-
stock except under such conditions as the Secretary may prescribe to
effectuate the purposes of the Act.

* * * * * * *

O



941H CONGRESS } HOUSE OF REPRESENTATIVES { ReporT
2d Session No. 94-1391

PROTECTION OF LIVESTOCK PRODUCERS

Avavusrt 4, 1976.—Ordered to be printed

Mr. Poagg, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 8410]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 8410) to
amend the Packers and Stockyards Act of 1921, as amended, and for
other purposes, having met, after full and free conference, have agreed
to recommend and do recommend to their respective Houses as follows:

That the Senate recede from its amendments numbered 57, 58 and
59.

That the House recede from its disagreement to the amendments of
the Senate numbered 1, 2, 3, 4, 5, 7, 8, 9, 10, 13, 15, 16, 17, 18, 19, 20, .
21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38, 39,
40, 41, 42, 43, 44, 45, 46, 47, 48, 49, 50, 51, 52, 53, 54, and 55, and agree
to the same.

Amendment numbered 6:

That the House recede from its disagreement to the amendment of
the Senate numbered 6, and agree to the same with an amendment, as
follows:

On page 1 of the Senate engrossed amendments, strike out the
comma on line 10 and all that follows down through line 3 on page 2.

And the Senate agree to the same.

Amendment numbered 11:

That the House recede from its disagreement to the amendment of
%hle1 Senate numbered 11, and agree to the same with amendments, as

ollows:

Restore the matter proposed to be stricken out by the Senate
amendment.

On page 3, line 3, of the House engrossed bill, strike out “$100,000”
and insert $70,000

And the Senate agree to the same.

57-006 O



Amendment numbered 12:

That the House recede from its disagreement to the amendment of
the Senate numbered 12, and agree to the same with an amendment, as
follows:

On page 2, line 11, of the Senate engrossed amendments, strike out
“(b)” and insert (¢)

And the Senate agree to the same.

Amendment numbered 14:

That the House recede from its disagreement to the amendment of
the Senate numbered 14, and agree to the same with an amendment, as
follows:

Restore the matter proposed to be stricken out by the Senate amend-
ment and immediately thereafter insert purchasing livestock

And the Senate agree to the same.

Amendment numbered 56:

That the House recede from its disagreement to the amendment of
;hf, Senate numbered 56, and agree to the same with amendments, as

ollows:

Strike out the matter proposed to be stricken by the Senate
amendment.

On page 9 of the House engrossed bill, after line 20, insert the
following :

(d) On or before February 15 of each calendar year beginning with
calendar year 1977, or such other date as may be specified by the ap-
propriate committee, the Secretary of Agriculture shall testify before
the Senate Committee on Agriculture and Forestry and the House
Committee on Agriculture and provide justification in detail of the
amount requested in the budget to be appropriated for the next fiscal
year for the purposes authorized in the Packers and Stockyards Act,
1921, as amended.

And the Senate agree to the same.

W. R. Poagg,
JouN MELCHER,
Bor BErerAND,
Tom HAREKIN,
Jack HIGHTOWER,
BerxLEY BEDELL,
GLENN ENgLisH,
KE1TH 3. SEBELIUS,
CuarLEs THONE,
STEVEN SyMMS,
Managers on the Part of the House.

HermanN E, TALMADGE,
Wavrrer D. HupbLEsTON,
GEORGE McGOVERN,
Hersert H. HuMPHREY,
Dick CLARE,
RoeerT DoLE,
Caru T. Currtrs,
Hexry BELLMON,

Managers on the Part of the Senate.



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amend-
ments of the Senate to the bill (H.R. 8410) to amend the Packers
and Stockyards Act of 1921, as amended, and for other purposes,
submit the following joint statement to the House and the Senate in
explanation of the effect of the action agreed upon by the managers
and recommended in the accompanying conference report. .

- Except for technical, clerical, and conforming changes, the differ-
ences between the two Houses and the adjustments made in the com-
mittee of conference are noted below. \

AMENDMENT NO. 1.~8SMALL PACKERS EXEMPT FROM BONDING

The House bill amends the Act of July 12, 1943, 7 U.S.C. 204, to
extend to packers the discretionary authority of the Secretary of
Agricalture (presently applicable only to market agencies and deal-
ers) to require reasonable bonds. However, the bill exempts from this
requirement those packers whose average annual purchases do not
execeed $1,000,000.

The Senate amendment retains this provision but reduces from
$1,000,000 to $500,000 the level of average annual livestock purchases
below which a packer must fall in order to qualify for the exemption.

The House receded. .

AMENDMENT NO. 6.—DEFINITION OF THE TERM “PACKER”

The House bill amends the definition of the term “packer” con-
tained in section 201 of the Packers and Stockyards Aect, 7 U.S.C. 191,
to extend its coverage to include any person engaged in the business
of marketing meats, meat food products, or livestock products in an
unmanufactured form acting as a wholesale broker, dealer or dis-
tributor in commerce. The House bill also adds to section 201 the
proviso that nothing in this section shall affect the jurisdiction of
the Federal Trade Commission with respect to retail sales of meat,
meat food products, livestock products in unmanufactured form, or
poultry products as provided in section 406 of the Act.

The Senate amendment retains the expanded definition of the term
“packer” but deletes the proviso with reference to the jurisdiction of
the Federal Trade Commission and adds language which authorizes
the Secretary to exclude as packers, such general food brokers, dealers,
or distributors as he determines not necessary to carry out the pur-
poses of the Packers and Stockyards Act.

(3)
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The committee of conference agreed to accept the provision of the
House bill with an amendment. The proviso with reference to the
jurisdiction of the Federal Trade Commission was deleted as redun-
dant in view of the provisions of section 406 of the Packers and Stock-
yards Act.

The conferees recognized the desirability of providing the Secre-
tary with the flexibility to meet changing methods of marketing meat
and meat food products. However, the conferees intend that those
brought within the jurisdiction of the Secretary under the expanded
definition of “packer” not be burdened with unnecessary regulation by
the Federal Government. Too often, regulation has taken the form
of requiring unnecessary reports or actions. The conferees expressed
their intent that reports or actions only be required with respect to
wholesale dealers, brokers, and distributors where the Secretary de-
termines that there is a real need in seeing that the Packers and Stock-
yards Act is being complied with and then only to the extent the Sec-
retary deems necessary for that purpose, If the Secretary is consider-
ing a matter in a geographic area or involving a particular type of
business, or other criteria, reports should be required only of those
persons which are necessary. If the matter only involves one wholesale
dealer, broker, or distributor, reports should only be required of that
person.

AMENDMENT NO, 11,—ADMINISTRATIVE CIVIL, PENALTIES UPON PACKERS,
STOCKYARD OWNERS, MARKET AGENCIES AND DEALERS

The House bill amends section 203(b) of the Packers and Stock-
vards Act, 7 U.S.C. 198(b) (which authorizes the Secretary of Agri-
culture after notice and hearing to order a packer to cease and desist
from continuing any violation of title IT of the Act) and section
312(b) of the Act, 7 U.8.C. 213(b} (which authorizes the Secretary
of Agriculture after notice and hearing to order and stockyard owner,
market agency, or dealer to cease and desist from engaging in or
using any unfair, unjustly discriminatory, or deceptive practice or
device, etc.) to add at the end of both sections a new provision grant-
ing to the Secretary authority after notice and hearing to assess
a c1vil penalty of not more than $100,000 for each violation.

The Senate amendment deletes this provision of the House bill in
its entirety.

The committee of conference agreed to accept the House provision
with an amendment reducing the maximum civil penalty from $100,-
000 to $10,000.

AMENDMENT NO. 14.—SECRETARY MAY ORDER PACKERS TO CEASE AND
DESIST PURCHASING LIVESTOCK WHILE INSOLVENT

The House bill amends the Act of July 12, 1943, to authorize the
Secretary, if after notice and hearing he finds any packer is insolvent,
to issue an order requiring such packer to cease and desist from pur-
chasing livestock “while insolvent, or while insolvent except under such
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conditions as the Secretary may prescribe to effectuate the purposes of
the Act.”

The Senate amendment retains this provision but deletes the words
“while insolvent” the second time they appear and inserts immediately
thereafter the words “purchasing livestock”.

The committee of conference agreed to accept the House provision
and the language inserted by the Senate amendment.

AMENDMENT NO. 31.—PROMPT PAYMENT BY PACKER TO SELLER’S
“REPRESENTATIVE”

The House bill adds to the Packers and Stockyards Act a new sec-
tion 409 which requires that each packer, market agency, or dealer pur-
chasing livestock shall, before the close of the next.business day fol-
lowing the purchase of livestock and transfer of possession thereof,
deliver to the seller or his duly authorized agent the full amount of the
purchase price.

The Senate amendment retains this provision but deletes the word
“agent” and substitutes the word “representative”.

The House receded.

AMENDMENT NO. 39.—PROMPT PAYMENT BY PACKER WHERE SELLER OR
DULY AUTHORIZED REPRESENTATIVE NOT PRESENT

The House bill provides in new section 409 that, if the seller or his
duly authorized representative is not present to demand payment at
the point of transfer of possession, the packer, market agency, or
dealer shall wire transfer funds or place a check in the United States
mail for the full amount of the purchase price, etc.

The Senate amendment retains this provision but deletes the re-
quirement that the seller or his duly authorized representative “de-
mand” payment and provides instead that the packer, market agency,
or dealer shall wire transfer funds or place a check in the United
States mail if the seller or his duly authorized agent is not present
to “receive” payment at the point of transfer of possession.

The House receded.

AMENDMENT NO. 48.—SMALL PACKERS EXEMPT FROM TRUST PROVISION

The House bill adds to the Packers and Stockyards Act a new sec-
tion 206 which provides that all livestock purchased by a packer in
cash sales, and all inventories of, or receivables or proceeds from meat,
meat food products, or livestock products derived therefrom, shall be
held by such packer in trust for the benefit of all unpaid cash sellers
of such livestock until full payment has been received by such unpaid
sellers. However, the House bill exempts from the provisions of this
section any packer whose average annual purchases do not exceed
$1,000,000. .

The Senate amendment retains this provision but reduces from
$1,000,000 to $500,000 the level of average annual livestock purchases
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below which a packer must fall in order to qualify for the exemption.
The House receded.

AMENDMENTS NOS. 50 AND 51.—PRESENTATION OF TRUST BY UNPAID SELLER

The House bill provides in new section 206 that the unpaid seller
shall lose the benefit of such trust if he has not preserved it by giving
written notice to the packer and to the Secretary within fifteen days
after the final date for making payment under new section 409 (if no
payment instrument has been received) or within five buisness days
after he has received notice that the payment instrument promptly
presented for payment has been dishonored.

The Senate amendments retain this provision but extend the period
within which an unpaid seller must preserve his trust from fifteen to
thirty days (Amdt. No. 50) in the case of a seller who has received
no payment instrument, and from five business days to fifteen business
days (Amdt. No. 51) in the case of a seller who receives notice of
dishonor of a paymerit instrument promptly presented for payment.

The House receded.

AMENDMENT NO. 54,—PREEMPTION PROVISIONS

The House bill adds to the Packers and Stockyards Act a new
section 410 which provides that no requirement of any State or
territory of the United States, or any subdivision thereof, or the
District of Columbia, with respect to bonding of packers or prompt
payment by packers for livestock purchases may be enforced upon
any packer operating in compliance with the bonding provision under
the Act of July 12, 1943, and prompt payment provisions of section
409 of the Packers and Stockyards Act.

The Senate amendment retains this provision but adds two pro-
visos which provide (1) that this section shall not preclude a State
from enforcing a requirement, with respect to payment for livestock
purchased by a packer at a stockyard subject to this Act, which ig not
in conflict with this Act or regulations thereunder, and (2) that this
section shall not preclude a State from enforcing State law or regula-
tions with respect to any packer not subject to this Act or the Act of
July 12,1943,

The House receded.

AMENDMENT NO. 56.—BIENNIAL AUTHORIZATION OF APPROPRIATIONS

The House bill adds to section 407 of the Packers and Stockyards
Act, 7 U.S.C. 228, a new subsection which requires, beginning with the
fiscal year ending September 30, 1978, biennial authorizations of
appropriations to carry out that Act.

The Senate amendment deletes this provision in its entirety.

The committee of conference agreed to strike out the House pro-
vision and substitute therefor a provision requiring that on or before
February 15 of each calendar year beginning with calendar year 1977,
or such other date as may be specified by the appropriate commmittee,
the Secretary of Agriculture shall testify before the Senate Com-
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mittee on Agriculture and Forestry and the House Committee on
Agriculture and provide justification in detail of the amount re-
quested in the budget to be appropriated for the next fiscal year to
carry out the purposes of the Packers and Stockyards Act.

W. R. Poage,

JorN MELCHER,

Bor BERGLAND,

Tom HaArkiIN,

Jack HicHTOWER,

BerkLEY BEDELL,

GLENN ENGLISH,

Kerra G. SEBELIUS,

Cuarues THONE,

STEVEN SyMMs,

Managers on the Part of the House.

Herman E. TauMApGE,

Wavrter D. HuppLEsTON,

GeORGE MCGOVERN,

Husert H. HumPHREY,

Dick CLark,

Rosertr DoLE,

Cart T. Curris,

Henry Berumon,

Managers on the Part of the Senate.
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94TH CONGRESS SENATE REPORT
2d Session No. 94-1065

PROTECTION OF LIVESTOCK PRODUCERS

AUGUST 4, 1976.—Ordered to be printed

Mr. HupprLesTON, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 8410]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 8410) to
amend the Packers and Stockyards Act of 1921, as amended, and for
other purposes, having met, after full and free conference, have agreed
to recommend and do recommend to their respective Houses as follows:

That the Senate recede from its amendments numbered 57, 58 and
59.

That the House recede from its disagreement to the amendments of
the Senate numbered 1, 2, 3, 4, 5, 7, 8, 9, 10, 13, 15, 16, 17, 18, 19, 20,
21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 83, 34, 35, 36, 37, 38, 39,
40, 41, 42, 43, 44, 45, 46, 47, 48, 49, 50, 51, 52, 53, 54, and 55, and agree
to the same.

Amendment numbered 6:

That the House recede from its disagreement to the amendment of
the Senate numbered 6, and agree to the same with an amendment, as
follows:

On page 1 of the Senate engrossed amendments, strike out the
comms on line 10 and all that follows down through line 3 on page 2.

And the Senate agree to the same.

Amendment numbered 11:

That the House recede from its disagreement to the amendment of

;h]e1 Senate numbered 11, and agree to the same with amendments, as
ollows:

Restore the matter proposed to be stricken out by the Senate
amendment.

On page 3, line 3, of the House engrossed bill, strike out “$100,000”
and insert $70,000

And the Senate agree to the same.

57-010 O



Amendment numbered 12:

That the House recede from its disagreement to the amendment of
the Senate numbered 12, and agree to the same with an amendment, as
follows:

On page 2, line 11, of the Senate engrossed amendments, strike out
“(b)” and insert (¢)

And the Senate agree to the same.

Amendment numbered 14 :

That the House recede from its disagreement to the amendment of
the Senate numbered 14, and agree to the same with an amendment, as
follows:

Restore the matter proposed to be stricken out by the Senate amend-
ment and immediately thereafter insert purchasing livestock

And the Senate agree to the same.

Amendment numbered 56 :

That the House recede from its disagreement to the amendment of
the Senate numbered 56, and agree to the same with amendments, as
follows:

Strike out the matter proposed to be stricken by the Senate
amendment.

On page 9 of the House engrossed bill, after line 20, insert the
following:

(d) On or before February 15 of each calendar year beginning with
calendar year 1977, or such other date as may be specified by the ap-
propriate committee, the Secretary of Agriculture shall testify before
the Senate Committee on Agriculture and Forestry and the House
Committee on Agriculture and provide justification in detail of the
amount requested in the budget to be appropriated for the newt fiscal
year for the purposes authorized in the Packers and Stockyards Act,
1921, as amended.

And the Senate agree to the same. _

HerMan E, TALMADGE,
Warter D. HupbLesTON,
GEeOorRGE MCGOVERN,
Hereerr H. HuMpHREY,
Dick CLARE,
RoBerT DoLE,
Cart T. Currtis,
Hexry BeLLmon,

Managers on the Part of the Senate.
W. R. Poage,
JouHN MELCHER,
Bor BERGLAND,
Tom HArKIN,
Jack HiGHTOWER,
BergLEY BEDELL,
GrLEnN ENcrisH,
Kerru G. SeBELIUS,
Cuarces THONE,
STEVEN SyMwms,

Managers on the Part of the House.




JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amend-
ments of the Senate to the bill (H.R. 8410) to amend the Packers
and Stockyards Act of 1921, as amended, and for other purposes,
submit the following joint statement to the House and the §enate in
explanation of the effect of the action agreed upon by the managers
and recommended in the accompanying conference report.

Except for technical, clerical, and conforming changes, the differ-
ences between the two Houses and the adjustments made in the com-
mittee of conference are noted below. :

AMENDMENT NO. 1.—S8MALL PACKERS EXEMPT FROM BONDING

The House bill amends the Act of July 12, 1943, 7 U.S.C. 204, to
extend to packers the discretionary authority of the Secretary of
Agricalture (presently applicable only to market agencies and deal-
ers) to require reasonable bonds. However, the bill exempts from this
requirement those packers whose average annual purchases do not
exceed $1,000,000.

The Senate amendment retains this provision but reduces from
$1,000,000 to $500,000 the level of average annual livestock purchases
below which a packer must fall in order to qualify for the exemption.

The House receded.

AMENDMENT NO. 6.—DEFINITION OF THE TERM “PACKER”

The House bill amends the definition of the term “packer” con-
tained in section 201 of the Packers and Stockyards Act, 7 U.S.C. 191,
to extend its coverage to include any person engaged in the business
of marketing meats, meat food products, or livestock products in an
unmanufactured form acting as a wholesale broker, dealer or dis-
tributor in commerce. The House bill also adds to section 201 the
proviso that nothing in this section shall affect the jurisdiction of
the Federal Trade Commission with respect to retail sales of meat,
meat food products, livestock products in unmanufactured form, or
poultry products as provided in section 406 of the Act.

The Senate amendment retains the expanded definition of the term
“packer” but deletes the proviso with reference to the jurisdiction of
the Federal Trade Commission and adds language which authorizes
the Secretary to exclude as packers, such general food brokers, dealers,
or distributors as he determines not necessary to carry out the pur-
poses of the Packers and Stockyards Act. :

(3)
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The committee of conference agreed to accept the provision of the
House bill with an amendment. The proviso with reference to the
jurisdiction of the Federal Trade Commission was deleted as redun-
dant in view of the provisions of section 406 of the Packers and Stock-
yards Act.

The conferees recognized the desirability of providing the Secre-
tary with the flexibility to meet changing methods of marketing meat
and meat food products. However, the conferees intend that those
brought within the jurisdiction of the Secretary under the expanded
definition of “packer” not be burdened with unnecessary regulation by
the Federal Government. Too often, regulation has taken the form
of requiring unnecessary reports or actions. The conferees expressed
their intent that reports or actions only be required with respect to
wholesale dealers, brokers, and distributors where the Secretary de-
termines that there is a real need in seeing that the Packers and Stock-
yards Act is being complied with and then only to the extent the Sec-
retary deems necessary for that purpose. If the Secretary is consider-
ing a matter in a geographic area or involving a particular type of
business, or other criteria, reports should be required only of those
persons which are necessary. If the matter only involves one wholesale
dealer, broker, or distributor, reports should only be required of that
person.

AMENDMENT NO. 11.—ADMINISTRATIVE CIVIL PENALTIES UPON PACKERS,
STOCKYARD OWNERS, MARKET AGENCIES AND DEALERS

The House bill amends section 203(b) of the Packers and Stock-
yards Act, 7 U.S.C. 193(b) (which authorizes the Secretary of Agri-
culture after notice and hearing to order a packer to cease and desist
from continuing any violation of title IT of the Act) and section
312(b) of the Act, 7 U.S.C. 213(b) (which authorizes the Secretary
of Agricuiture after notice and hearing to order and stockyard owner,
market agency, or dealer to cease and desist from engaging in or
using any unfair, unjustly discriminatory, or deceptive practice or
device, etc.) to add at the end of both sections a new provision grant-
ing to the Secretary authority after notice and hearing to assess
a civil penalty of not more than $100,000 for each violation.

The Senate amendment deletes this provision of the House bill in
its entirety.

The committee of conference agreed to accept the House provision
with an amendment reducing the maximum civil penalty from $100,-
000 to $10,000.

AMENDMENT NO. 14.—SECRETARY MAY ORDER PACEERS TO CEASE AND
DESIST PURCHASING LIVESTOCK WHILE INSOLVENT

The House bill amends the Act of July 12, 1943, to authorize the
Secretary, if after notice and hearing he finds any packer is insolvent,
to issue an order requiring such packer to cease and desist from pur-
chasing livestock “while insolvent, or while insolvent except under such
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conditions as the Secretary may prescribe to effectuate the purposes of
the Act.”

The Senate amendment retains this provision but deletes the words
“while insolvent” the second time they appear and inserts immediately
thereafter the words “purchasing livestock”. »

The committee of conference agreed to accept the House provision
and the language inserted by the Senate amendment.

AMENDMENT NO. 31.—PROMPT PAYMENT BY PACKER TO SELLER’S
“REPRESENTATIVE”

The House bill adds to the Packers and Stockyards Act a new sec-
tion 409 which requires that each packer, market agency, or dealer pur-
chasing livestock shall, before the close of the next business day fol-
lowing the purchase of livestock and transfer of possession thereof,
deliver to the seller or his duly authorized agent the full amount of the
purchase price.

The Senate amendment retains this provision but deletes the word
“agent” and substitutes the word “representative”.

The House receded.

AMENDMENT NO. 39.—PROMPT PAYMENT BY PACKER WHERE SELLER OR
DULY AUTHORIZED REPRESENTATIVE NOT PRESENT

The House bill provides in new section 409 that, if the seller or his
duly authorized representative is not present to demand payment at
the point of transfer of possession, the packer, market agency, or
dealer shall wire transfer funds or place a check in the United States
mail for the full amount of the purchase price, etc.

The Senate amendment retains this provision but deletes the re-
quirement that the seller or his duly authorized representative “de-
mand” payment and provides instead that the packer, market agency,
or dealer shall wire transfer funds or place a check in the United
States mail if the seller or his duly authorized agent is not present
to “receive” payment at the point of transfer of possession.

The House receded.

AMENDMENT NO. 48.—SMALL PACKERS EXEMPT FROM TRUST PROVISION

The House bill adds to the Packers and Stockyards Act a new sec-
tion 206 which provides that all livestock purchased by a packer in
cash sales, and all inventories of, or receivables or proceeds from meat,
meat food products, or livestock products derived therefrom, shall be
held by such packer in trust for the benefit of all unpaid cash sellers
of such livestock until full payment has been received by such unpaid
sellers. However, the House bill exempts from the provisions of this
section any packer whose average annual purchases do not exceed
$1,000,000. .

The Senate amendment retains this.provision but reduces fron
$1,000,000 to $500,000 the level of average annual livestock purchases



6

below which a packer must fall in order to qualify for the exemption.
The House receded.

AMENDMENTS NOS. 50 AND 51.—PRESENTATION OF TRUST BY UNPAID SELLER

The House bill provides in new section 206 that the unpaid seller
shall lose the benefit of such trust if he has not preserved it by giving
written notice to the packer and to the Secretary within fifteen days
after the final date for making payment under new section 409 (if no
payment instrument has been received) or within five buisness days
after he has received notice that the payment instrument promptly
presented for payment has been dishonored.

The Senate amendments retain this provision but extend the period
within which an unpaid seller must preserve his trust from fifteen to
thirty days (Amdt. No. 50) in the case of a seller who has received
no payment instrument, and from five business days to fifteen business
days (Amdt. No. 51) in the case of a seller who receives notice of
dishonor of a paymerit instrument promptly presented for payment.

The House receded.

AMENDMENT NO. 54.-—PREEMPTION PROVISIONS

The House bill adds to the Packers and Stockyards Act a new
section 410 which provides that no requirement of any State or
territory of the United States, or any subdivision thereof, or the
District of Columbia, with respect to bonding of packers or prompt
payment by packers for livestock purchases may be enforced upon
any packer operating in compliance with the bonding provision under
the Act of July 12, 1943, and prompt payment provisions of section
409 of the Packers and Stockyards Act.

The Senate amendment retains this provision but adds two pro-
visos which provide (1) that this section shall not preclude a State
from enforcing a requirement, with respect to payment for livestock
purchased by a packer at a stockyard subject to this Act, which is not
in conflict with this Act or regulations thereunder, and (2) that this
section shall not preclude a State from enforcing State law or regula-
tions with respect to any packer not subject to this Act or the Act of
July 12,1943, :

The House receded.

AMENDMENT NO. 56.—BIENNIAL AUTHORIZATION OF APPROPRIATIONS

The House bill adds to section 407 of the Packers and Stockyards
Act, 7 U.S.C. 228, a new subsection which requires, beginning with the
fiscal year ending September 30, 1978, biennial authorizations of
appropriations to carry out that Act.

The Senate amendment deletes this provision in its entirety.

The committee of conference agreed to strike out the House pro-
vision and substitute therefor a provision requiring that on or before
February 15 of each calendar year beginning with calendar year 1977,
or such other date as may be specified by the appropriate commmittee,
the Secretary of Agriculture shall testify before the Senate Com-
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mittee on Agriculture and Forestry and the House Committee on
Agriculture and provide justification in detail of the amount re-
quested in the budget to be appropriated for the next fiscal year to
carry out the purposes of the Packers and Stockyards Act.
Herman E. TaLMaDGe,
Warter D. HupbLesTon,
GeorcE McGoOVERN,
Huserr H. HuMPHREY,
Dick Curark,
RoeertT DoLE,
Carn T. Curris,
Hexnry BeLimon,
Managers on the Part of the Senate.
W. R. Poagck,
JOHN MELCHER,
Boe BEereLAND,
Tom Harkiw,
Jack HicHTOWER,
BergLey BEpELL,
GLENN EngLisH,
Kerra G. SEBELIUS,
CHarLEs THONE,
STEVEN SyMMs,

Managers on the Part of the House.
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H. R. 8410

Rinetp-fourth Congress of the Wnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

An Act

To amend the Packers and Stockyards Act of 1921, as amended, and for other
purposes.

Be it enacted by the Senate and House of Representotives of the
United States of Awmerica in Congress assembled, That the proviso in
the paragraph designated “Packers and Stockyards Act” under the
heading “MARKETING SERVICE” in the Act of July 12, 1943
(57 Stat. 422; 7 U.S8.C. 204), is amended by striking out “market
agency and dealer” and ingserting in leu thereof “market agency (as
defined in title U of the Act), every packer (as defined in title II of
the Act) in connection with its livestock purchasing operations (except
that those packers whose average annual purchases do not exceed
$500,000 will be exempt from the provisions of this paragraph), and
every other person operating as a dealer (as defined in title III of
the Act)™.

Sre. 2. Section 201 of the Packers and Stockyards Aet, 1921, as
amended (7 U.8.C. 191) is amended to read as follows:

“Skc. 201, When used in this Act the term ‘packer’ means any person
engaged in the business (a) of buying livestock in commerce for pur-
poses of slaughter, or (b) of manufacturing or preparing meats or
meat food products for sale or shipment in commerce, or {c¢) of market-
ing meats, meat food products, or livestock products in an unmanufac-
tured form acting as a wholesale broker, dealer, or distributor in
commerce.”,

SEc. 3. (a) Sections 202 and 312(a) of the Packers and Stockyards
Act, 1921, as amended (7 U.S.C. 192 and 213(a)) are amended by
deleting the phrase “in commerce” wherever it appears in those sec-
tions, and by deleting the commas immediately before and following
the phrase “in commerce” in sections 202(b) and 312(a) of the Act
(7U0.8.C.192(b) and 213(a) ).

{b) Sections 203(b) and 812(b) of the Packers and Stockvards Aet
(7 U.8.C. 193(b) and 213 (b)) are amended by adding at the end of
both sections the following new sentences: “The Secretary may also
assess a civil penalty of not more than $10,000 for each such violation.
In determining the amount of the civil penalty to be assessed under
this section, the Secretary shall consider the gravity of the offense, the
size of the business involved, and the effect of the penalty on the per-
son’s ability to continue in business. If; after the lapse of the period
allowed for appeal or after the affirmance of such penalty, the person
against whom the civil penalty is assessed fails to pay such penalty,
the Secretary may refer the matter to the Attorney General who may
recover such penalty by an action in the appropriate district court of
the United States.”.

(¢) The Packers and Stockyards Act, 1921, as amended, is amended
by striking out the words “live stock” and “live-stock” wherever they
appear in the Act and substituting therefor “livestock”.

Sec. 4. The proviso in the (fara,gra,ph designated “Packers and
Stockyards Act” under the heading “MARKETING SERVICE” in
the Aect of July 12, 1943 (57 Stat. 422; 7 U.S.C. 204), is further
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amended by adding at the end thereof a new sentence as follows: “If
the Secretary finds any packer is insolvent, he may after notice and
hearing issue an order under the provisions of section 203 requiring
such packer to cease and desist from purchasing livestock while insol-
vent, or while insolvent purchasing livestock except under such condi-
tions as the Secretary may prescribe to effectuate the purposes of the
Act.

Skc. 5. The Packers and Stockyards Act, 1921, as amended, is further
amended by redesignating section 408 as section 411 and by adding
a new section 408 to read as follows:

“Sgc. 408, Whenever the Secretary has reason to believe that any
person subject to this Act (a) with respect to any transactions subject
to this Act, has failed to pay or is unable to pay for livestock, meats,
meat food products, or livestock products in unmanufactured form,
or has failed to remit to the person entitled thereto the net proceeds
from the sale of any such commodity sold on a commission basis; or
(b) has operated while insolvent, or otherwise in violation of this Act
in a manner which may reasonably be expected to cause irreparable
damage to another person; or (¢) does not have the required bond;
and that it would be in the public interest to enjoin such person from
operating subject to this Act or enjoin him from operating subject to
this Act except under such conditions as would protect vendors or
consignors of such commodities or other affected persons, until a com-
plaint under this Act is issued and dismissed by the Secretary or until
an order to cease and desist made thereon by the Secretary has become
final and effective within the meaning of this Act or is set aside on
appellate review of the Secretary’s order, the Secretary may notify
the Attorney General, who may apply to the United States district
court for the district in which such person has his principal place of
business or in which he resides for a temporary injunction or restrain-
ing order. When needed to effectuate the purposes of this section, the
court shall, upon a proper showing, issue a temporary injunction or
restraining order, without bond. Attorneys employed by the Secreta
of Agriculture may, with the approval of the Attorney General,
appear in the United States district court representing the Secre-
tary in any action seeking such a temporary restraining order or
injunetion.”,

Skc. 6. Section 308(a) of the Packers and Stockyards Act, 1921, as
amended (7 U.S.C. 209(a)) is amended to read as follows:

“(a) If any person subject to this Act violates any of the provisions
of this Aect, or of any order of the Secretary under this Act, relating
to the purchase, sale, or handling of livestock, he shall be liable to
the person or persons injured thereby for the full amount of damages
sustained in consequence of such violation.”,

Src. 7. The Packers and Stockyards Act, 1921, as amended, is fur-
ther amended by adding after section 408 (7 U.S.C. 229) a new section
409 to read as follows:

“Sgc. 409. (a) Each packer, market agency, or dealer purchasing
livestock shall, before the close of the next business day following
the purchase of livestock and transfer of possession thereof, deliver
to the seller or his duly authorized representative the full amount of
the purchase price: Prowvided, That each packer, market agency, or
dealer purchasing livestock for slaughter shall, before the close of the
next business day following purchase of livestock and transfer of
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possession thereof, actually deliver at the point of transfer of pos-
session to the seller or his duly aunthorized representative a check or
shall wire transfer funds to the seller’s account for the full amount
of the purchase price; or, in the case of a purchase on a carcass or
‘grade and yield’ basis, the purchaser shall make payment by check
at the point of transfer of possession or shall wire transfer funds to
the seller’s account for the full amount of the purchase price not later
than the close of the first business day following determination of the
purchase price : Provided further, That if the seller or his duly author-
1zed representative is not present to receive payment at the point of
transfer of possession, as herein provided, the packer, market agency
or dealer shall wire transfer funds or place a check in the United
States mail for the full amount of the purchase price, properly
addressed to the seller, within the time limits specified in this sub-
section, such action being deemed compliance with the requirement
for prompt payment.

“(b) Notwithstanding the provisions of subsection (a) of this
section and subject to such terms and conditions as the Secretary may
prescribe, the parties to the purchase and sale of livestock may
expressly agree in writing, before such purchase or sale, to effect
payment in a manner other than that required in subsection (a). Any
such agreement shall be disclosed in the records of any market agency
or dealer selling the livestock, and in the purchaser’s records and on
the accounts or other documents issued by the purchaser relating to
the transaction.

“(¢) Any delay or attempt to delay by a market agency, dealer,
or packer purchasing livestock, the collection of funds as herein pro-
vided, or otherwise for the purpose of or resulting in extending the
normal period of payment for such livestock shall be considered an
‘unfair practice’ in violation of this Act. Nothing in this section shall
be deemed to limit the meaning of the term ‘unfair practice’ as used
in this Act.”.

Sec. 8. The Packers and Stockyards Aect, 1921, as amended (7
U.S.C. 181 et seq.), is further amended by adding after section 205
(7 U.S.C. 195) a new section 206, to read as follows:

“Src. 206. (a) It is hereby found that a burden on and obstruction
to commerce in livestock is caused by financing arrangements under
which packers encumber, give lenders security interest in, or place
liens on, livestock purchased by packers in cash sales, or on inventories
of or receivables or proceeds from meat, meat food products, or live-
stock products therefrom, when payment is not made for the livestock
and that such arrangements are contrary to the public interest. This
section is intended to remedy such burden on and obstruction to
commerce in livestock and protect the public interest.

“(b) All livestock purchased by a packer in cash sales, and all inven-
tories of, or receivables or proceeds from meat, meat food products, or
livestock products derived therefrom, shall be held by such packer in
trust for the benefit of all unpaid cash sellers of such livestock until
full payment has been received by such unpaid sellers: Provided, That
any packer whose average annual purchases do not exceed $500,000
will be exempt from the provisions of this section. Payment shall not
be considered to have been made if the seller receivesa payment instru-
ment which is dishonored : Provided, That the unpaid seller shall lose
the benefit of such trust if, in the event that a payment instrument has
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not been received, within thirty days of the final date for making a
payment under section 409, or within fifteen business days after the
seller has received notice that the payment instrument promptly pre-
sented for payment has been dishonored, the seller has not preserved
his trust under this subsection. The trust shall be preserved by giving
written notice to the packer and by filing such notice with the Secre-

tary.

“Y(c) For the purpose of this section, a cash sale means a sale in
which the seller does not expressly extend credit to the buyer.”.

Sec. 9. The Packers and Stockyards Act, 1921, as amended, is further
gnlllended by adding after new section 409 a new section 410 to read as

ollows:

“Sec. 410. No requirement of any State or territory of the United
States, or any subdivision thereof, or the District of Columbia, with
respect to bonding of packers or prompt payment by packers for live-
stock purchases may be enforced upon any packer operating in com-
pliance with the bonding provisions under the Act of July 12, 1943
(57 Stat. 422; 7 U.S.C. 204), and prompt payment provisions of sec-
tion 409 of this Act, respectively : Provided, That this section shall not
preclude a State from enforcing a requirement, with respect to pay-
ment for livestock purchased by a packer at a stockyard subject to this
Act, which is not in conflict with this Act or regulations thereunder:
Provided further, That this section shall not preclude a State from
enforcing State law or regulations with respect to any packer not
subject to this Act or the Act of July 12, 1943.”.

Sec. 10. Pending proceedings shall not be abated by reason of any
provision of this Act, but shall be disposed of pursuant to the pro-
visions of the Packers and Stockyards Act, 1921, as amended, and the
Act of July 12, 1943, in effect immediately prior to the effective date
of this Act.

Src. 11. Section 407 of the Packers and Stockyards Act, 1921, as
amended, is amended by adding the following new subsections to read
as follows:

“(d) On or before February 15 of each calendar year beginning
with calendar year 1977, or such other date as may be specified by the
appropriate committee, the Secretary of Agriculture shall testify
before the Senate Committee on Agriculture and Forestry and the
House Committee on Agriculture and provide justification in detail
of the amount requested in the budget to be appropriated for the next
fiscal year for the purposes authorized in the Packers and Stockyards
Act, 1921, as amended.

“(e) The Secretary shall, not later than sixty days after the effective
date of this subsection, prescribe and implement rules to assure that
any hearing from which any order may issue under this Act or any
hearing the expenses of which are paid from funds authorized to be
appropriated under this Act shall—

“(1) if such hearing concerns a single unit of local government
or the residents thereof, be held within the boundaries of such
unit;

“(2) if such hearing concerns a single geographic area within
a State or the residents thereof, be held within the boundaries of
such area; or
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%(8) if such hearing concerns a single State or the residents
thereof, be held within such State.

“(f) For the purposes of subsection (e)—

“(1) the term ‘unit of local government’ means a county,
municipality, town, township, village, or other unit of general
government below the State level; and

“(2) the term ‘geographic area within a State’ means a special
purpose district or other region recognized for governmental pur-
poses within such State which is not a unit of local government.”.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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THE WHITE HOUSE

FACT SHEET

SIGNING OF H.R. 8410 - AMENDMENTS TOC
THE PACKERS AND STOCKYARDS ACT

The President today signed H.R. 8410, which amends the Packers
and Stockyards Act to assure that livestock producers will
receive payment due for livestock sold to meat packers, should
the packers default.

The legislation arose out of a demonstrated need for greater
protection of livestock producers who sell to packers. Federal
action in this situation was necessary, appropriate and in the
best interest of producers, packers and consumers. H.R. 8410
provides a reasonable degree of protection without excessive
restrictions on industry and without the establishment of
superfluous new government agencies.

BACKGROUND

Under the Packers and Stockyards Act, the Secretary of
Agriculture is authorized to provide close supervision,
including imposition of a bonding requirement for dealers

and market agencies, over transactions involving the purchase
and sale of livestock at terminal markets (such as stockyards).
This supervision is performed by the Packers and Stockyards
Administration at USDA. For many years, this system assured
that most producers would receive full payment for theilr
livestock because most livestock was sold through large
terminal markets. The Act also authorizes the Secretary,

at the wholesale marketing level, to prohibit unfalr,
unjustly discriminatory, or deceptive practices on the

part of persons who slaughter livestock or manufacture

meat products.

However, starting in the 1950's,ever-increasing proportions
of livestock (now over 80 percent) were sold for slaughter
directly to meat packers through country auction markets
where bonding protection for producers has generally not
been required. This increased the financlal risk for
producers because the failure of a packing firm could

leave the producers unpaid for thelr recent livestock
sales.

Financial losses resulting from this lack of coverage under
the Act have been a growing problem. Specifically, between
1958 and 1975, packer failures resulted in about $43 million
worth of livestock sales for which producers did not receive
payment. Over $20 million of this bad debt arose out of the

bankruptcy of a large midwestern meat packing firm in
January 1975.

These losses led to a reappraisal of the supervisory authority
of USDA in this area and culminated in enactment of the
remedial legislation being signed by the President today.

DESCRIPTION OF H.R., 8410

The b1ll amends the Packers and Stockyards Act to provide

increased financial protection to livestock producers. The
major provisions:

more
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Authorize the Secretary to require packers, purchasing
more than $500,000 of livestock annually, to obtain
reasonable bonds to protect livestock sellers.

Require payment by packers, market agencies and livestock
dealers by the close of the next business day, unless
the buyer and seller expressly agree otherwise.

Stipulate, for all sales in which the packer pays by
check, that the livestock, the product inventory of
the packer, and the accounts receivable and proceeds
therefrom, are held in trust for the livestock sellers
until the packer's bank makes payment on the check.

Extend the Secretary's supervisory authority over certain
trade practices to cover all persons competing in the
wholesale marketing of meat or meat products.

Empower the Secretary, after notice and a hearing, to
issue an order requiring an insolvent packer to stop
purchasing livestock, eilther entirely or under such
conditions as the Secretary may prescribe.

Give the Secretary authority to ask the Attorney General

to seek to enjoin or restrain persons subject to the

Act from operating except under those conditions necessary

to protect livestock sellers until appropriate administrative
action is completed (e.g., such action could be taken when

an operator fails to pay for livestock or operates while
insolvent or without a bond).

Authorize the assessment of civil penalties of up to
$10,000 for each violation of the Act.

Provide generally for the preemption of State laws

dealing with bonding and prompt payment requirements
for packers.

# # # #
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REMARKS OF THE PRESIDENT
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H.R, 8410, AMENDMENTS TO THE
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THE CABINET ROOM
2:05 P,M, EDT

Members of the House and the Senate, members of
the livestock industry, distinguished guests, ladies and
gentlemen:

American agriculture, as we all know, built on
the free enterprise and open market system, has long
been the envy of people all over the world. No other
nation has an agricultural industry to match American farmers
and ranchers when it comes to providing food at reasonable
cost.

In recent years, however, we have seen the need
for greater protection of livestock producers., The legis-
lation I am about to sign assures that our livestock
producers will receive payments for the livestock they
will sell to meat packers, even if a packer should
suddenly go out of business.

Also last year cattle producers unfortunately
lost millions of dollars when one major meat packer went
bankrupt. This legislation will prevent such losses in
the future, These constructive amendments to the Packers
and Stockyards Act will reassure producers, provide stability
in the marketplace,and help to insure an adequate supply
of meat for American consumers.,

I am happy to see so many Members of the House
and the Senate who were very instrumental in the passage
of this legislation, Their bipartisan efforts gave Americans
a sensible and a rapid response to a clearly demonstrated
need,

Without creating excessive restrictions on any
segment of the industry, without creating a superfluous
Government agency and without significantly modifying
our Federal bankruptcy laws, this legislation provides
reasonable protection in the best interests of the pro-
ducers, packers and consumers, Signing this bill will
help to insure that America's hard working producers,
and packers who handle their livestock,will continue
to provide Americans with a dependable supply of meats
unequaled anywhere on this globe,

END (AT 2:07 P,M, EDT)
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

I am pleased today to sign into law H.R. 8410, which
assures that our livestock producers will receive payment
due for livestock sold to meat packers. This legislation
arose out of a demonstrated need for greater protection of
livestock producers. I commend the Congress for developing
H.R. 8410 to provide this protection which is in the best
interest of producers, packers and consumers.

This bill makes constructive amendments to the Packers
and Stockyards Act which will both reassure livestock
producers and help provide stability in the marketplace.
Producers will be reimbursed for livestock sold to meat
packers covered by the Act which go out of business
unexpectedly. Consumers will be able to count on more
stable meat supplies at retail stores.

Without this legislation, sales of livestock to meat-
packing firms would have continued without adequate
assurances of payment -- as was the case last year when
a major midwestern meat packer went bankrupt whille many of
our cattle producers were left holding over $20 million of
worthless checks. Producers will be protected against
this kind of catastrophe in the future.

Although I am opposed to unnecessary interference by
government in private business enterprise, Federal action
in this Instance was necessary and appropriate. The
legislation I am signing today accomplishes its legitimate
objectives without excessive restrictions on industry and
without the creation of superfluocus new government agencies.

I would like to commend the bipartisan efforts of the
Congress in rapidly responding to the clear need for the
legislation now before me, and I am pleased to see the
turnout of Members of Congress here today who were instrumental
in the passage of this legislation. Your constructive
efforts have earned the strong support of all the major
farm organizations and llivestock producer groups.

The competitive, free enterprise nature of the
livestock industry in particular and American agriculture
in general has long been the envy of the world. No other
nation can match the ability of American farmers and
ranchers to provide food for the consumer at a reasonable
cost.

H.R. 8410 will help make a good system even better.
I take pleasure 1n signing this bill today.

# # # #





