Note: The following appendices will not appear in the Code of
Federal Regulations

APPENDI X A: SUMVARY OF PRELI M NARY SUGGESTED ORDER
CONSQOLI DATI ON REPORT

Ten marketing areas are suggested in the prelimnary
consolidation report. As a neans of determ ning where
i nterrel ati onshi ps anong the current marketing areas are
strongest, data relating to the receipts and distribution of fluid
m | k products by distributing plants were gathered for all known
distributing plants located in the 47 contiguous States, not
including the State of California, for the nonth of October 1995.
At this time, California is not included as a suggested order

area. The 1996 FarmBill allows for the inclusion of a California
Federal mlk order if California producers petition for and
approve an order. |If a California order were included in the

suggested Federal order structure at a later tinme, it would
enconpass the entire State and woul d i ncl ude no area outside the
State of California. Although interest in a Federal order has
been expressed by sonme California producer groups, no definite
action has been taken.

An analysis of the distribution and procurenent patterns of
the fluid processing plants, along with other factors, was used to
det erm ne which order areas were nost closely related. Proposals
submitted by the public were also taken into account. The prinmary
criteria used in determning which markets exhibit a sufficient
degree of association in terms of sales, procurenent, and
structural relationships to warrant consolidation were:

Overl appi ng route disposition
Overl appi ng areas of mlk supply.
Nurmber of handlers within a market.
Nat ural boundari es.
Cooperative associ ation service areas.
Feat ures conmon to existing orders, such as simlar
mul tiple conponent pricing paynent plans.
7. MIlk utilization in conmon dairy products.

The requirement to consolidate existing marketing areas does
not specify expansion of regulation to previously nonfederally
regul ated areas where such expansi on woul d have the effect of
regul ating handl ers not currently regulated. However, a nunber of
the current nmarketing areas enclose unregul ated areas. These
“pockets” are included in the suggested nerged marketing areas
only if their inclusion does not change the current regul atory
status of a plant. In the process of consolidating marketing
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areas, sonme handlers who currently are partially regulated rmay
becorme fully regul ated because their sales in a conbi ned nmarketing
area will likely meet the pooling standards of a suggested
consol i dated order. Further expansion of the marketing areas,
which would result in regulating additional handlers, is an issue
t hat shoul d be addressed by the industry. Proposals to take such
action should be acconpani ed by supporting data, views, and
argunents concerni ng the need and basis for any such expansion

The 10 suggested consolidated marketing areas and the major
reasons for consolidation are:

1. NORTHEAST - current marketing areas of the New Engl and,
New Yor k- New Jersey, and Mddle Atlantic Federal mlk orders.
Reasons for consolidation include the existence of overl apping
sal es and procurenent areas between New Engl and and New Yor k- New
Jersey and between New Yor k- New Jersey and Mddle Atlantic. The
orders are al so surrounded by nonfederally regulated territory. A
further nmeasure of association is evident by industry efforts to
study and pursue consolidation of the three Federal orders, as
wel |l as sonme of the nonfederally regulated territory, prior to the
1996 Farm Bill.

2.  APPALACHIAN - current marketing areas of the Carolina and
Tennessee Valley Federal milk orders, and a portion of the
Loui sville-Lexington-Evansville Federal mlk order. Overlapping
sal es and procurenment areas between these marketing areas are
maj or factors for supporting such a consolidation

3. FLORIDA - current marketing areas of the Upper Florida,
Tanpa Bay, and Southeastern Florida Federal nmilk orders. Natura
boundary limtations and overl appi ng sal es and procurenent areas
anong the three orders are mmjor reasons for consolidation, as
wel | as a measure of association evidenced by cooperative
associ ati on proposals to consolidate these three marketing areas.
Furt her, the cooperative associations in this area have worked
toget her for a nunber of years to accommodat e needed novenents of
m |1k between the three Florida Federal orders.

4. SOUTHEAST - current marketing area of the Southeast
Federal milk order, plus 1 county fromthe Louisville-Lexington-
Evansville Federal milk order marketing area, 15 currently
unrequl at ed Kentucky counties, and 2 currently unrequl ated
nort heast Texas counties. Mjor reasons for this consolidation
i ncl ude sal es and procurenent area overl aps between the Sout heast
order and the Kentucky and Texas counties suggested for inclusion
There is mnimal sales area overlap with handl ers regul ated under
ot her Federal orders.

5. MIDEAST - current marketing areas of the Chio Valley,
Eastern Chi o-Wstern Pennsylvania, Southern M chigan, and |ndi ana
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Federal milk orders, plus nost of the current marketing area of
the Louisville-Lexington-Evansville Federal nilk order, Zone 2 of
the M chi gan Upper Peninsula Federal milk order, and 12 counties
of the Southern Illinois-Eastern Mssouri Federal mlk order
Maj or criteria suggesting this consolidation include the overlap
of fluid sales in the Chio Valley nmarketing area by handlers from
t he other areas suggested to be consolidated. Wth the

consol idation, nost route disposition by handlers |ocated within
t he suggested M deast order would be within the marketing area.

Al so, nearly all milk produced within the area woul d be pool ed
under the consolidated order. The portion of the M chigan Upper
Peni nsul a marketing area suggested to be included in the M deast
consol i dated area has sales and nmil k procurenment areas in comon
with the Southern M chigan area and has mninmal association with
the western end of the current M chigan Upper Peninsula marketing
ar ea.

6. UPPER MIDWEST - current marketing areas of the Chicago
Regi onal and Upper M dwest Federal nmilk orders, plus Zones | and
I(a) of the M chigan Upper Peninsula Federal milk order and seven
unrequl ated or partly unreqgulated Wsconsin counties. Mjor
consolidation criteria include an overl appi ng procurenent area
bet ween t he Chi cago Regi onal and Upper M dwest orders, overl apping
procurenment and route disposition area between the western end of
the M chigan Upper Peninsula order and the Chicago Regi onal order
natural boundary limtations, and the preval ence of cheese as a
maj or manuf actured product for the substantial reserve mlk
supplies that exceed fluid mlk needs.

7. CENTRAL - current marketing areas of the Southern
IIlinois-Eastern Mssouri (less 12 counties included in the
suggested M deast marketing area), Central Illinois, Geater
Kansas City, Nebraska-Wstern lowa (less 11 currently-requl ated
counties suggested to be unrequlated), Eastern South Dakota, |owa,
Sout hwest Plains, and Eastern Col orado Federal milk orders, plus
63 currently-unrequlated counties in seven of the states. Mjor
criteria suggesting this consolidation include the overl apping
procurenment and route disposition between the current orders. The
suggest ed consolidation would result in a concentration of both
the sales and supplies of mlk within the consolidated nmarketing
area. The suggested consolidati on woul d conbi ne several relatively
smal| orders and provide for the rel ease of market data wi thout
revealing proprietary information. |In addition, npst of the
producers in these areas share nmenbership in several comon
cooperatives

8. SOUTHWEST - current marketing areas of the Texas, New
Mexi co- West Texas, and Central Arizona Federal nmilk orders. Major
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criteria suggesting consolidation include sales and procurenent
area overl aps and comobn cooperative associ ati on nmenbership
bet ween t he Texas and New Mexi co- West Texas narketing areas, and
simlar marketing concerns with respect to trade with Mexico for
all three orders. |In addition, there is sone route disposition by
Central Arizona handlers into the New Mexi co- Wst Texas narketing
area, and the Central Arizona market contains a small nunber of
handl ers.
9. WESTERN - current marketing areas of the Western
Col orado, Sout hwestern |daho-Eastern Oregon, and Great Basin
Federal mlk orders. Mjor criteria suggesting consolidation
i ncl ude overl appi ng sal es between Sout hwestern | daho-Eastern
Oregon and Great Basin, as well as a significant overlap in
procurenment for the two orders in five Idaho counties. The two
orders al so share a simlar multiple conponent pricing plan. The
Western Col orado order is included because it is a small market
where data cannot be rel eased without revealing confidential
i nformation unl ess conbined with the adjacent Great Basin order
10. PACIFIC NORTHWEST - current marketing area of the Pacific
Nort hwest Federal nilk order plus 1 currently-unrequlated county
in Oegon. The degree of association with other marketing areas
is insufficient to warrant consolidation

Following is a table summarizing relevant data for the
consol i dat ed mar ket s:

CONSCLI DATED MARKET SUMVARY
(Based on Cctober 1995 data)
Tot al Nurmber of Fully Conbi ned
Consol i dated O der Pr oducer Regul at ed d ass |
M1k Di stributing Uilization
Pl ants
(1,000 Ibs.) (percent)
Nor t heast 1, 934, 833 85 46. 7
Appal achi an 320, 198 25 82.5
Fl ori da 200, 397 18 88.3
Sout heast 443,921 38 84.3
M deast 1, 140, 952* 68 57.8
Upper M dwest 1, 046, 5392 27 34. 24
Central 932, 9293 42 50. 6
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Sout hwest 861, 307 31 48. 3
West ern 304, 793 14 31.7°
Paci fi ¢ Nort hwest 501, 257 23 36.3
TOTAL 7,687,126 371 n/ a

! Producer mlk for F.O 44 is included. Producer mlk for a

F. 0. 32 handl er who woul d be pool ed under the suggested M deast
market is included in the Central consolidated market.

2Producer mlk for F.O 30 and F.O 68 only.

3 Producer mlk for a F.O 32 handler that would be in the

M deast consolidated market is included.

4 A significant amount of producer mlk was not pooled in Cctober
1995. Estimated total producer mlk would result in a 15.3%
conbined Class | utilization.

5> A significant amobunt of producer mlk was not pooled in Cctober
1995. Estimated total producer milk would result in a 21.8%
conbined Class | utilization.




APPENDI X B: SUMVARY OF PRI CI NG OPTI ONS

Several options for nodifying ass | pricing under the
Federal m |k market order program representing a spectrum of
views, are discussed in this summary report. The acconpanyi ng
techni cal report summarizes all of the coments and proposal s
received by the Departnment related to Class | pricing under
Federal orders.

Most Class | pricing concepts that were suggested woul d
continue to enploy a nmarket-driven basic formula price (BFP) with
an added differential. D fferentials are a conposite of one or
nore of the following elenments: (1) a fixed conponent, (2) a
| ocation adjustrment, (3) an adjustor relating to utilization, or
(4) the cost of balancing the market. Based on the pricing
concepts received, the followi ng options were devel oped

Option 1A: Location-Specific Differential -- $1.60 per
hundr edwei ght fixed differential for three surplus regions (Upper
M dwest, West, and Sout hwest) within a nine-zone national price
surface, plus for the other six zones an added conponent that
reflects regional differences in the value of fluid and
manuf act uring ml k.

Option 1B: Modified Location-Specific Differential Option
-- $1.00 per hundredwei ght fixed differential plus an added
conponent that reflects the cost of nmoving bulk mlk to deficit
mar ket s.

Option 2: Relative Use Differential -- $1.60 per
hundredwei ght fixed differential plus a fornul a-based differenti al
driven by the ratio of dass | mlk to all other uses of mlKk.

Option 3A: Flat Differential Option -- $1.60 per
hundredwei ght flat differential, uniformy applied across al
orders to generate an identical mnimmdass | price.

Option 3B: Flat Differential Modified by Class | Use --
$2.00 per hundredwei ght differential in markets where dass |
utilization is less than 70 percent on an annual basis and a
differential equal to $2.00 + $0.075(C ass | use %- 70% in
markets where the Cass | utilization is equal to or exceeds 70
percent.

Option 4: Demand-Based Differential -- $1.00 per
hundredwei ght fixed differential plus a transportation credit
based on | ocation of reserve mlk supplies.

Estimated Cass | differentials are presented for each option
to provide a prelimnary basis for determ ning inpacts that may
occur. The report provides estinmated differentials for the
suggested 10 consolidated orders and for the current 32 Federa
m | k marketing orders.



The report concludes by soliciting comments on the options
presented and poses a series of questions for the public to
address when submitting conments back to the Departnent on the
i ssue of ass | pricing.



APPENDI X C: SUMVARY OF CLASSI FI CATI ON REPORT

The Agricultural Marketing Agreement Act of 1937 provides
that all mlk should be classified “in accordance with the formin

whi ch or the purpose for which it is used.” This has resulted in
a system of uniformclassification provisions that places mlk
used for fluid purposes in the highest use class, Oass |, and

ot her manufactured products in |ower classes, Classes Il, IIl, and
I1-A

Currently products packaged for fluid consunption such as
whole mlk, skimmlk, butterm |k, and flavored mlk drinks are
classified as ass | products. dass Il products include ice
cream yogurt, cottage cheese, and cream Cass IlIl and d ass
I1l-A products include cheese, butter, and nonfat dry mlKk.

Among t he changes in classification recormended in the
techni cal report are the follow ng:

« Eggnog would be reclassified fromCass Il to Uass |I.
« Any fluid beverage having |l ess than 6.5 percent nonfat
mlk solids would be reclassified fromOass Il to d ass
l.
e (Oreamcheese would be reclassified fromdass Il to
Cass II.
The technical report recomends changi ng the classification
of mlk used in nonfat dry mlk fromCass III-Ato Cass Ill.
The report recomrends that if Cass IlII-A pricing is not
elimnated, the following four alternatives be considered:
e Place a floor beneath the Cass IIl-A price;
e Restrict IlII-Apricing to certain nonths or to certain
mar ket s;

e Provide an up-charge for nonfat dry nmilk used in higher-
val ued products; or
e Provide for a conbination of these options.

Mai ntai ning the classification of mlk used to nmake nonfat

dry mlk in dass IlI-Ais also an option, although not discussed
in the technical report.

The technical report addresses Class Ill-A pricing because of
i ndustry concerns about the substitution of nonfat dry mlk for
fluid mlk in dass Il and Il uses when the Class III-A price is
substantially below the Class Il price.



APPENDI X D: SUMVARY OF | DENTI CAL PROVI SI ONS REPORT

Federal m |k marketing orders contain numerous provisions
that establish the regulations for the operation of the orders.
Over the years, the orders have been individualized to account for
specific situations associated with a given marketing area.
However, there are several provisions within the orders that are
simlar or that could be simlar and still provide for efficient
and orderly marketing of mlKk.

The technical report does the follow ng:

e Suggests a nodel for establishing the consolidated
orders and provi des suggestions on the order |anguage
that can be adopted uniformy throughout all orders.

e Reviewed, sinplified, nodified, and elimnated
differences in order provisions that:

» Define various terms used in the orders

e Establish regulatory standards for plants and
handl er s

e Provide for uniformreporting dates of mlk receipts
and utilization

e Provide for uniformdates for paynent of mlk

e Provide for conputation of a uniformprice

« Reduces perfornmance standards to nake it easier for
producers to associate with a narket.

At this time, it is inmpossible to deternmne if there would be
any financial inpact on producers, handlers, or consuners as a
result of any of these suggested provision revisions. It is
projected that there will be little inpact on the overall program
because the changes primarily provide for uniformty. There may
be m nimal inmpact on selected individual producers, handlers, or
consuners, but this cannot be determined until nore specific
information is devel oped regarding the orders (i.e., marketing
area and pricing). The suggested identical provisions will be
applied to each of the suggested consolidated orders and
determ nations will be based on the marketing conditions of the
gi ven region.

One suggested change in the report that may stimulate sone
debate is the definition of a producer-handler. The technica
report suggests applying the nost liberal standard to the
producer-handl er definition to prevent any producer-handl er from
becom ng regulated as a result of mlk order reform Producer-
handl ers have been exenpt fromfull regulation because they assumne
the full risks associated with being a producer and a distributor
of mlk produced with only occasional and small volunmes of nilk
bei ng purchased fromother dairy farmers
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APPENDI X E: SUMVARY OF BASI C FORMULA PRI CE REPORT

The basic formula price (BFP) is used to determ ne Federa
order prices for mlk used in manufactured products and, with the
addition of differentials, to determne mnimnumdass | and |
prices for mlk pooled under the Federal orders. The current BFP
is based on a survey of prices paid for manufacturing grade (G ade
B) milk by plants in Mnnesota and Wsconsin, updated by nonth-to-
nmont h changes in conmodity prices (especially cheese). The
continuing decline in the volunme of Grade B milk produced in the
upper M dwest and nationally is an indication that, in the near
future, the MWprice series may not be statistically reliable as
an indicator of the value of milk used in manufactured products.

The BFP Conmittee has received input provided during a public
BFP Forum held i n Madi son, Wsconsin, and fromover 200 witten
public comments, and conducted a survey of transaction prices for
manuf actured dairy products. The Committee al so has sponsored
anal ysis by a group of university researchers, and conducted
extensive study and analysis of its own. The BFP Committee
eval uated alternatives to the BFP against the criteria of
stability, predictability, sinplicity, unifornmty, transparency,
sound econom cs and reduced regulation. Options identified by the
Conmittee were grouped into the foll owi ng categories:

Options Considered: Economic fornmul as
Product price and conponent formul as

Fut ures markets
California pricing
Cost of production
I nf or mal rul enmaki ng
Conpetitive pay price
Pooling differentials only
At this time, the Committee has identified four options for
further discussion and debat e:

e« Afour-class, nultiple conponent pricing plan to price
butterfat, protein and | actose used in cheese (d ass
I11), and butterfat and nonfat solids used in
butter/powder (Cass IV).

e« Athree-class, multiple conponent pricing plan to price
protein used in cheese, butterfat used in butter, and
ot her nonfat solids used in powder (Cass IIl - one
manuf act uri ng cl ass).

e A product price fornmula conputed fromthe butter, powder
and cheese shares of U.S. production, using seasona
product yields and a California cost-based nake
al | owance; and



e« A conpetitive pay price series using a national weighted
average price paid for Gade A mlk used in manufactured
products, updated by a product price formula. The price
series would contain an adjuster to attenpt to renove
the effect of current regulation and to reduce it to a
| evel nore conparable to the current BFP

As a basis for Class | prices, the BFP could be nmade nore
stabl e by using an economic fornula or using a noving average of a
manuf acturing price. Cass Il prices could be based on conponents
or continue to include a differential fromthe manufacturing price
| evel .

The BFP Conmittee is continuing to study and anal yze
alternatives in response to public conments.



APPENDI X F: SUMVARY OF REVI SED PRELI M NARY SUGGESTED ORDER
CONSQOLI DATI ON REPORT

The ten marketing areas suggested in the initial prelimnary
consolidation report have increased to el even and been nodified to
sone extent in this revised prelimnary report. Several of the
initially suggested marketing areas were the subjects of nunerous
conmrents containing information that indicated that the boundaries
of those areas should be re-evaluated. |In addition, shifts in
regul ation and distributing plant distribution areas were known to
have occurred. As a result, nore detailed and updated (January
1997) data was obtained relating to the recei pts of producer mlk
and distribution of fluid mlk products by distributing plants in
a nunber of the initially-suggested order nmarketing areas. As a
result, changes were nade in the suggested narketing areas of the
Nort heast, Appal achi an, Sout heast, M deast, Upper M dwest,

Central, Southwest, and Western regions, and a new Ari zona-Las
Vegas area was added.

An analysis of the distribution and procurenent patterns of
the fluid processing plants, along with other factors, was used to
det erm ne which order areas were nost closely related. Proposals
submitted by the public were also taken into account. The prinmary
criteria used in determning which markets exhibit a sufficient
degree of association in terms of sales, procurenent, and
structural relationships to warrant consolidation continued to be:
Overl appi ng route disposition
Overl appi ng areas of mlk supply.

Nunmber of handlers within a market.
Nat ural boundari es.
Cooperative associ ation service areas.
. Features conmon to existing orders, such as sinilar
mul ti pl e conmponent pricing plans.
7. MIlk utilization in conmon dairy products.

In the initial prelimnary report, it was observed that the
FarmBill requirenent to consolidate existing marketing areas does
not specify expansion of regulation to previously non-Federally
regul ated areas where such expansi on woul d have the effect of
regul ating handl ers not currently regulated. This revised
prelimnary report suggests that sone currently non-Federally
regul ated area be added on the basis of coments supported by
data, views and argunents filed by interested persons.
Specifically, unregul ated areas contiguous to the initial
suggest ed consol i dated Nort heast and M deast narketing areas are
suggested for inclusion in those suggested order areas. Sone
handl ers currently not subject to full Federal order regulation
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woul d becore pool plants if the suggested areas are added.
Handl ers who woul d be affected will be notified of the possible
change in their status, and encouraged to coment.

As in the initial prelimnary report, "pockets" of
unregul ated areas enclosed in the current marketing areas are
i ncluded in the suggested consolidated marketing areas if their
i ncl usi on does not change the current regulatory status of a
plant. However, in the process of consolidating nmarketing areas,
sone handl ers who currently are partially regul ated may becone
fully regul ated because their sales in a conbined narketing area
will nmeet the pooling standards of a suggested consolidated order
area. As a result, this report suggests that sone unregul at ed
areas contiguous to currently-regul ated areas be added to Federa
order areas where additional handl ers woul d be affected.

The 11 nodified suggested nmarketing areas (with those
nodified fromthe initial prelimnary report, and the
nodi fications, marked by *) and the mmjor reasons for
consol i dation are:

*1. NORTHEAST - current nmarketing areas of the New Engl and,
New Yor k- New Jersey, and Mddle Atlantic Federal m |k orders,
*with the addition of: contiguous unregul ated areas of New
Hanmpshi re, Vernont and New York; the western non-Federally
regul ated portion of Massachusetts, the Wstern New York State
order area, and Pennsylvania M|k Marketing Board Areas 2 and 3 in
nort heast ern Pennsyl vani a.

Reasons for consolidation include the existence of
over |l appi ng sal es and procurenent areas between New Engl and and
New Yor k- New Jersey and between New Yor k- New Jersey and M ddl e
Atlantic. In several cases, handl ers who woul d becone regul at ed
because their total sales in the conbined areas woul d neet pooling
standards are located in areas where they conpete with handl ers
who would not be simlarly regulated. Handler equity suggests
that these handlers, too, should becone regul ated. Another
i mportant neasure of association is evidenced by industry efforts
to study and pursue consolidation of the three Federal orders, as
wel |l as sonme of the nonfederally regulated territory, prior to the
1996 Farm Bill.

Si xteen additional distributing plants would be pooled as a
result of the expansion of the consolidated area. N ne of these
plants currently are partially regul ated.

*2. APPALACHIAN - current marketing areas of the Carolina
and Tennessee Valley Federal nmilk orders, *with the addition of:
all of the Louisville-Lexington-Evansville Federal order area
(except one county - in the suggested Sout heast area) and 26
currently-unregul ated counties in Indiana and Kentucky.
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More detail ed and updat ed data show ng overl appi ng sal es and
procurenment areas between these nmarketing areas are nmmjor factors
for supporting such a consolidation

3. FLORIDA - current marketing areas of the Upper Florida,
Tanmpa Bay, and Sout heastern Florida Federal m |k orders.

Nat ural boundary limtations and overl appi ng sal es and
procurenment areas anong the three orders are major reasons for
consolidation, as well as a neasure of association evidenced by
cooperative association proposals to consolidate these three
marketing areas. Further, the cooperative associations in this
area have worked together for a nunber of years to accomodate
needed novenments of milk between the three Florida Federal orders.

*4. SOUTHEAST - current nmarketing area of the Sout heast
Federal mlk order, plus 1 county fromthe Louisville-Lexington-
Evansvill e Federal m |k order nmarketing area, plus 15 currently-
unr egul at ed Kentucky counties, *mnus 2 currently-unregul ated
counties in northeast Texas (in the suggested Southwest area).

Maj or reasons for this consolidation include sales and
procurenment area overl aps between the Southeast order and this
county. There is nminimal sales area overlap with handlers
regul ated under other Federal orders. Collection of additiona
data showed greater disposition in the two Texas counties from
Texas handl ers than from Sout heast handlers. There are no
handlers in these two counties that woul d be affected.

*5.  MIDEAST - current nmarketing areas of the Chio Vall ey,
East ern Chi o- Wstern Pennsyl vani a, Southern M chigan, and I ndi ana
Federal m Ik orders, plus Zone 2 of the M chigan Upper Peninsul a
Federal m |k order, and currently-unregul ated counties in
M chi gan, Indiana, and Chio *with the addition of: Pennsylvania
M1k Marketing Board Area 6 (in western/central Pennsylvania) and
2 currently-unregul ated counties in New York, and *ninus the
Loui svi l | e-Lexi ngton-Evansville order area, 12 counties in
Illinois, and unregul ated counties in Indiana and Kentucky that
are being suggested for inclusion in the Appal achi an area.

Maj or criteria suggesting this consolidation include the
overlap of fluid sales in the Chio Valley marketing area by
handl ers fromthe other areas suggested to be consolidated. Wth
t he consolidation, nost route disposition by handlers | ocated
wi thin the suggested M deast order would be within the nmarketing
area. Also, nearly all mlk produced within the area would be
pool ed under the consolidated order. The portion of the M chigan
Upper Peninsul a marketing area suggested to be included in the
M deast consolidated area has sales and m |k procurenent areas in
conmon with the Southern M chigan area and has mni nmal association
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with the western end of the current M chigan Upper Peninsul a
mar ket i ng ar ea.

Coll ection of additional data and recent changes in marketing
patterns indicate that the relationship between the Louisville-
Lexi ngton-Evansville (L-L-E) area and the order areas initially
i ncluded in the suggested Appal achian area is closer than
rel ati onship between L-L-E and the M deast area.

Seven distributing plants that woul d not have been poo
plants as a result of the initially-suggested consolidation would
beconme pool plants due to the suggested expansion of the
consol idated area i nto Pennsylvania and New York. The nunber of
pool plants also is affected by a shift of pool plants from one
consol i dated area to anot her because of the shift of territory
fromthe initially-suggested M deast area to the revi sed suggested
Appal achi an area.

*6. UPPER MIDWEST - current marketing areas of the Chicago
Regi onal , Upper M dwest, Zones | and |(a) of the M chigan Upper
Peni nsul a Federal m |k orders, and unregul ated portions of
Wsconsin, *with the addition of: the |lowa, Eastern South Dakota,
and nost of the Nebraska-Wstern | owa Federal order areas, plus
currently-unregul ated counties in |Iowa and Nebraska.

Maj or consolidation criteria include an overl appi ng
procurenment area between the Chicago Regi onal and Upper M dwest
orders and overl appi ng procurenment and route di sposition area
bet ween the western end of the M chigan Upper Peninsula order and
t he Chi cago Regional order. More-detailed and updated information
reveal ed nore significant overlapping procurenment and route
di sposition areas between the |owa, Eastern South Dakota and
Nebr aska- West ern orders and Chi cago Regi onal and Upper M dwest
orders than had been observed in the initial study. |In addition
a common pricing plan for producers, natural boundary linitations,
and the preval ence of cheese as a najor nmanufactured product for
the substantial reserve mlk supplies that exceed fluid nmlk needs
exist in these orders. Sonme of the western Nebraska area is nore
closely associated with the Eastern Col orado area, however, and is
suggested to remain with the Central consolidated area.

El even additional handl ers that woul d have been pool ed under
the consolidated Central order in the initial Prelimnary Report
woul d be pool ed under a consolidated Upper M dwest order under
this revised report.

*7. CENTRAL - current marketing areas of the Southern
Il'linois-Eastern Mssouri, Central Illinois, Greater Kansas G ty,
Sout hwest Pl ai ns, and Eastern Col orado Federal m |k orders, 10
counties currently in the Nebraska-Wstern | owa Federal order
area, plus 55 currently-unregul ated counties in Kansas, M ssouri
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Il'linois, Nebraska and Col orado, *plus the 12 counties in the
current Southern Illinois-Eastern Mssouri area that initially
were suggested as part of the consolidated M deast area, *mninus
the Eastern South Dakota, |owa and npbst of the Nebraska-Wstern
| owa Federal order narketing areas.

Maj or criteria suggesting this consolidation include the
over | appi ng procurenment and route disposition between the current
orders. The suggested consolidation would result in a
concentration of both the sales and supplies of nmlk within the
consol i dated marketing area. The suggested consolidati on woul d
conbi ne several relatively small orders and provide for the
rel ease of market data without revealing proprietary information
In addition, nost of the producers in these areas share nmenbership
in several commpbn cooperatives

*8. SOUTHWEST - current marketing areas of Texas and New
Mexi co- West Texas Federal mlk orders, *with the addition of: two
nort heast Texas counties previously suggested to be added to the
Sout heast nmarketing area, and 47 currently-unregul ated counties in
sout hwest Texas, and *minus the Central Arizona nmarketing area.

Maj or criteria suggesting consolidation include sales and
procurenment area overl aps and conmpbn cooperative association
menber shi p between the Texas and New Mexi co- West Texas marketing
areas, and simlar marketing concerns with respect to trade with
Mexico for both orders. Addition of the currently-unregul ated
Texas counties will result in the regulation of no additiona
handl ers, and will reduce handl ers’ recordkeeping and reporting
burden and the market administrator’s administrative costs. In
the initial consolidation report, the Central Arizona area was
found to have a mnimal association with the New Mexi co- West Texas
and Texas order areas. Further analysis showed that it has a nuch
nore significant degree of association with the dark County,
Nevada, portion of the current Geat Basin order area.

The revi sed suggested consol i dated Sout hwest area woul d
include 4 fewer fully regulated pool plants as a result of the
removal of the Central Arizona area

*9. ARIZONA-LAS VEGAS - *an el eventh marketing area conposed
of the current nmarketing area of the Central Arizona order and the
O ark County, Nevada, portion of the current Geat Basin marketing
area, plus eight currently-unregulated Arizona counti es.

The major criterion suggesting consolidation is sales overlap
bet ween t he sol e Las Vegas, Nevada, handl er and handl ers regul at ed
under the Central Arizona order in both dark County, Nevada, and
unregul ated portions of northern Arizona. |In addition, both areas
exchange significant volunmes of bul k and packaged milk with
Sout hern California.
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The suggested Arizona-Las Vegas marketing area woul d include
five fully regulated handl ers, with no additional handlers
regul at ed because of the addition of the currently-unregul ated
northern Arizona area.

*10. WESTERN - current marketing areas of the Wstern
Col orado, Sout hwestern | daho-Eastern Oregon, and Great Basin
Federal m Ik orders, *minus Cark County, Nevada. Major criteria
suggesting consolidation include overl appi ng sal es between
Sout hwest ern | daho- Eastern Oregon and Great Basin, as well as a
significant overlap in procurenment for the two orders in five
| daho counties. The two orders also share a simlar multiple
conponent pricing plan. The Wstern Col orado order is included
because it is a small market where data cannot be rel eased wi t hout
reveal ing confidential information unless conbined with the
adj acent Great Basin order.

Coll ection of nore-detail ed data indicates that the strength
of earlier relationships between the former Great Basin and Lake
Mead orders that justified their 1988 nerger have dwi ndl ed
significantly, with the Las Vegas area now nore closely related to
southern California and conpeting nost heavily with Central
Ari zona handl ers.

11. PACIFIC NORTHWEST - current marketing area of the
Pacific Northwest Federal mlk order plus 1 currently-unregul ated
county in Oregon. The degree of association with other nmarketing
areas is insufficient to warrant consolidation.

Following is a table summarizing relevant data for the
consol i dat ed mar ket s.
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CONSOL IDATED MARKET SUMMARY
(BASED ON OCTOBER 1995 DATA)

Number of Fully

Total Producer Milk

Combined Class | Use

Weighted Average

Consolidated Regulated Distributing (1000 1Ibs.) (Percent) utilization Value
Order Plants
Initial Revised Initial Revised Initial Revised Initial Revised
Report Report Report Report? Report Report Report Report
Northeast 85 92 1, 934, 833 2,102,620 46.7 49.0 $13. 44 $13. 49
Appalachian 25 29 320, 198 412, 8132 82.5 81.5 $14.11 $13.94
Florida 18 16 200, 3973 204, 541 88.3 88.3 $15. 05 $15. 05
Southeast 38 40 443, 9214 442, 705 84.3 84.3 $14. 26 $14. 25
Mideast 68 68 1, 140, 9525 1, 103, 366 57.8 57.2 $12. 96 $12.94
Upper 27 39 1, 046, 539°¢ 1, 354, 209 34,27 37.68 $12.59 $12. 62
Midwest
Central 42 30 932, 929° 599, 334 50. 6 53.5 $13. 15 $13.21
Southwest 31 26 861, 307 680, 232 48. 3 48.1 $13. 36 $13. 39
Arizona - N A 7 N A 181, 075% N A 48. 9 N A $13. 26
Las Vegas
Western 14 11 304, 793 293,714 31. 74 29. 6%2 $12.79 $12.78
Pacific 23 21 501, 257 493, 207 36.3 35.6 $12. 45 $12. 44
Northwest
TOTAL 371 379 7,687,126 7,867,816 N A N A N A N A




CONSOLI DATED MARKET SUMVARY TABLE FOOTNOTES

YInitial report producer deliveries, adjusted to include only those handlers
who would be fully regulated (i.e. Status = 1) in the revised suggested

mar keting area, unless otherwi se noted. Wen applicable, producer deliveries
for currently non-Federally regulated plants which would be fully regulated in
a revised suggested consolidated order are included in the appropriate
suggested consol i dated order.

2 Includes producer milk for one currently fully regul ated plant which would be
exenpt (i.e. Status = 3B) in the Appal achian market in the revised prelimnary
report.

% Excl udes producer milk for one currently fully regulated F.O. 7 plant which
woul d be regulated in the Florida market in the initial prelimnary report.

4 Includes producer nmilk for one currently fully regulated F.O 7 plant which
woul d be regulated in the Florida market in the initial prelimnary report.

5 Producer milk for F.O. 44 is included. Producer nmlk for a F.O 32 handler
who woul d be pool ed under the initially-suggested M deast market is included
in the initially-suggested Central market.

5 Producer milk for F.O. 30 and F.O. 68 only.

" A significant amount of producer mlk was not pooled in October 1995.
Estimated total producer milk would result in a 15.3% conbined C ass |
utilization.

8 A significant amount of producer milk was not pooled in October 1995.
Estimated total producer milk would result in a 19.7% conbi ned C ass |
utilization.

9 Includes producer milk for a F.O 32 handler that would be in the initially-
suggested M deast narket.

10 Excl udes producer milk for one currently fully regulated F.O 139 plant and
one currently unregul ated plant which woul d be regulated in the Arizona-Las
Vegas market in the revised prelimnary report.

11 A significant ambunt of producer milk was not pooled in October 1995.
Estimated total producer milk would result in a 21.8% conbined C ass |
utilization.

12 A significant ambunt of producer milk was not pooled in October 1995.
Estimated total producer milk would result in a 21.6% conbined C ass |
utilization.
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