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ASSOCIATED MILK PRODUCERS, INC. 

July 2, 1996 

Mr. Richard M. McKee 
Director, Daily Division 

Southern Region 

USDA/AMS, Room 2968, South Building 
P.O. Box 96456 
Washington, DC 20090-6456 

Re: Your letter ofMay 2, 1996. 

Dear Mr. McKee: 

FOR-52 

Your letter to interested parties invites interested parties to submit comments regarding 

reformation of the federal order system as set forth by the FAIR Act. Your letter also 

indicates that ideas and comments submitted will be used by USDA in the developmental 

phase of the reformation process as the basis for an aimouncement in the fall that will 

outline preliminary marketing areas and a possible pricing structure. You further indicate 

that of primary importance at this time is consolidation of the current 33 federal orders 

into the required I 0 to 14 federal orders. 

The following comments address both areas of your letter: order consolidation and pricing 

structure within the area of the Southwest. The cooperative associations submitting this 

document are: Associated Milk Producers, Inc., Mid-America Dairymen, Inc., United 

Dairymen of Arizona and Western Dairymen '.r Cooperative, Inc. 

1600 E. Lamar Blvd., P.O. Box 5040, Arlington, Texas 76005 (817) 461-2674 
AThis Seal is your assurance of a real dairy product. 



AMP! and lvfid-Am pool member producer milk on the Texas, New Mexico/West Texas 

and Southwest Plains milk marketing orders. With respect to relative volumes, the two 

organizations represent 92 percent of the producer milk on the Texas order, 88 percent of 

the producer milk on the New Mexico/West Te1{as order and 75 percent of the producer 

milk pooled on the Southwest Plains order. UDA represents 90 percent of the producer 

milk pooled on the Central Arizona order. WDCI and Mid-Am represent over 90 percent 

of the producer milk pooled on the Eastern Colorado order and WDCI represents all of 

the producer milk pooled on the Western Colorado order. Collectively, the organizations 

submitting this response represent the overwhelming majority of producers and producer 

milk pooled on the orders requested to be consolidated in the reformation process. 

A map of the consolidated order area is enclosed with possible order language we offer for 

your consideration. In submitting order language for the enlarged consolidation, we 

understand that you and your staff with representatives from the market administrator 

offices are working on conunon order provisions as well as other specific categories of 

provisions for use in the reformation of federal orders. We understand and accept the fact 

that the result of the committees' efforts may alter some of the provisions contained in the 

order language submitted with our comments. 

Following the AMP! petition submitted on May 17, 1995 to formally merge the federal 

orders of Texas and New Mexico/West Texas, several industry meetings were held in the 

Texas area inviting all interested parties to discuss the provisions contained in the petition. 
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At those meetings it became obvious that the AMP! petition did not propose merging the 

appropriate order areas: all of the Southwest should be included .. As the map of the 

suggested consolidated marketing area indicates, the merged area should include all of the 

States of Arizona, Colorado, New Mexico, Oklahoma and Texas. Cheyenne, WY and 

environs are also included to recognize overlapping packaged distribution. 

Area Consolidation. 

The AMP! petition of 1995 describes the overlap of procurement and fluid sales among 

handlers regulated under the New Mexico/West Texas, Texas and the Southwest Plains 

order. There has been no significant change in the overlap described since the petition was 

submitted. The respondents support the area shown for consolidation on the enclosed 

map in unison. Class I distribution by four handlers regulated under Order 131 into the 

marketing area of Order 13 8 is between 3 .3 million pounds and 3. 8 million pounds of milk 

each month. Three handlers regulated under Eastern and Western Colorado are 

distributing an additional 1.1 million pounds of Class I product into the New Mexico/West 

Texas order area each month. Three other handlers regulated under the Southwest Plains 

order are distributing an additional one million pounds of Class I product into the New 

Mexico/West Texas order area each month. Three handlers regulated under the 

Southwest Plains order are distributing approximately 5 .5 million pounds of Class I 

product into the marketing area of the Texas market each month. Three handlers 

regulated under the New Mexico/West Texas order are distributing almost 10 million 
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pounds of Class I product into the Texas marketing area each month. Packaged 

distribution from the Central Arizona order is made into the Western Colorado order. The 

volume is confidential because fewer than three handlers are making the distribution. 

There is, however, overlap. Sufficient competition exists at the fluid level among several 

of the handlers regulated by the individual orders to justify consolidation of the orders as 

recommended by the respondents. 

In addition, cooperative manufacturing plants located in each of the individual orders over 

lap in balancing local and adjacent orders surplus milk production. For example, UDA 

operates reserve processing facilities at its Tempe, AZ, location. Although these plants 

were constructed primarily fm balancing the needs of Order 131 handlers, they regularly 

serve to balance the holiday, weekend and flush production of milk produced in and 

pooled on Orders 126 and 138. AMP! operates a manufacturing plant in Stephenville, TX 

that balances surplus milk from the New Mexico area. Another AMP! facility at 

Winnsboro, TX is utilized for balancing weekend surplus produced in Oklahoma. Mid-Am 

owns and operates a facility in Portales, NM that has handled not only their surplus milk 

production but also some surplus production of AMP! and other cooperatives in the 

Southwest. 

Milk produced on farn1s located in New Mexico is moving directly to handlers regulated 

under Orders 106, 126 and 138. Texas produced milk pools regularly on 106, 126 and 
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138, as well as other orders. Milk produced on farms in Oklahoma has pooled in the past 

on both the Texas and New Mexico/West Texas orders, as well as Southwest Plains. 

It is reasonable and justifiable to include all of the order areas noted herein as part of an 

enlarged, combined marketing area. The overlap in procurement of producer milk, t1uid 

sales among regulated handlers and disposition of surplus volumes by respondents, 

promotes the fact that the orders are identifiable as a contiguous whole. We ask that the 

Department combine the areas as a single marketing order area under the Department's 

reformation of the federal order system. 

Class I Differentials. 

The principal objective of the Class I differential in an area is to maintain an adequate 

supply of Grade A milk for fluid consumption. Foil owing that acknowledgment, typically 

an attempt is made to define the term "adequate". Class I utilization of milk does not 

define a regulated handlers' total demand for milk. 

A fully regulated distributing plant may not only process beverage milk for consumption 

but other related dairy items may be produced at the location as well. In addition to his 

fluid milk needs, the handler may also have the need for milk to produce Class II or 

associated fluid milk items such as ice cream and cottage cheese inside the same facility. 

Balancing the needs of a fully regulated distributing plant requires suppliers to respond not 
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only to the handler's demand for Class I milk but supplier's must also respond to his need 

for Class II milk. 

In addition, at some point in establishing Class I differentials, the costs for assembly, 

transportation and balancing the fluid arena must be covered. What is appropriate in one 

milkshed may be inappropriate in all others. Markets are unique because they develop 

under differing circumstances and do not emerge along comparable lines. The milkshed in 

the Upper Midwest and in the Chicago Regional order areas differs greatly from the 

milksheds in New Mexico and in Arizona. For example, assembly of milk for movement 

to market in the southwest occurs almost without exception in over-the-road tankers and 

moves to. processing facilities directly from the farm. Movement to regulated handler 

operations in the upper midwest was developed through a system ofreload operations or 

pump-overs or from manufacturing plants where milk is first received from the farm in 

bulk farm pick-up trucks and transferred into over-the-road tankers for transshipment to a 

fluid handler. 

Significant attention has been afforded the idea of multiple "basing points" for pricing milk 

throughout the industry. The FAIR Act provides authority for the Secretary to establish 

multiple base points if the Secretary finds that multiple points should be used under the 

federal order system. The respondents are well aware that one of the areas included in this 

combination of orders is being considered as a "basing point": Roswell, NM. We do not 

6 



oppose identification of Roswell, NM as a base point under the federal milk marketing 

order system. 

There can be no doubt that the Roswell area is well-suited for milk production and 

millions of pounds of milk are produced in the Roswell area each month. Milk produced 

in this area has been used to supplement fluid sales in other areas on many occasions in the 

past. We are confident milk from the Roswell area will do so in the future. The FAIR 

Act, in authorizing the Secretary to establish multiple basing points, did not limit the 

Secretary to establish one level of price at all of the base points he determines are 

necessary under the order system. Therefore, in the absence of such limitation, the 

Secretary has the ability to theoretically establish as many base point prices as there are 

base points. We believe such is the case with the identification of Roswell as a base point: 

the Class I differential applicable in the Roswell area should not be decreased. We believe 

the price applicable at Roswell currently to be appropriate given distances Roswell is 

located from even what would be termed nearby Class I markets. All Class I differentials 

under our consolidation remain the same as they are today under the several orders. 

There is no Class I product priced in Roswell, NM under any federal order at this time. 

Therefore, the Class I differential becomes a producer differential only. The distance from 

Roswell to El Paso is 214 miles. Lubbock, TX is 184 miles away and Albuquerque, NM is 

212 miles from Roswell. These are the locations of the closest distributing plants and 

population centers to Roswell. Intermediate distributing plants and population centers 
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located in Dallas are 51 O miles away. San Antonio is 545 miles from Roswell. Houston is 

733 miles from Roswell. Outlets available to the north and west include Denver at 518 

miles and Phoenix located 586 miles from Roswell. Distant markets of Atlanta, Orlando 

and Miami are 1304, 1617, and 1855 miles from Roswell, respectively. Roswell may 

serve well as a base point for pricing milk but its distance from other markets, including 

those termed local, must be a factor in establishing the price at Roswell. 

The cost of moving milk is generally accepted to be $1.85 per loaded mile. At that rate 

for a tanker containing 485 hundredweights of milk, the cost per loaded mile is $0.003481 

per hundredweight per mile, or $0. 03481 per hundredweight per I 0 miles. Given the 

distances Roswell is located from the cities identified above, the current Class I 

differentials in place under the several individual orders are not unreasonable in view of 

the costs incurred when moving milk into other areas from the Roswell area. 

Employing a single basing point for the central part of the US functioned appropriately for 

a long period of time. The growth in milk production in several other sections of the 

country forces the Department to look at the economics of the dairy industry and possibly 

amend the current single base point pricing system. The concept of multiple basing points 

·is a particularly difficult issue to resolve since alteratibns in current pricing will result in 

changing the competitive foundation upon which milk to handlers now is priced in the 

marketplace. The competitive price fo.undations have existed for decades and alterations 

will mean any particular handler will be either advantaged or disadvantaged. 
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We remain convinced that at least part of the cost of balancing the fluid market must be a 

part of the Class I differential. All of the cost of balancing cannot be included because 

such costs vary greatly by supplier and by the market being balanced. However, seasonal 

milk production swings point to the necessity that at least some of the balancing cost be 

recognized in establishing basing point prices. Swings in milk production for 1995 for the 

states included in this consolidation are as follows (low to high month of production): 

Texas---132%; New Mexico---116%; Oklahoma---149%; Colorado---118%; and 

Arizona---130%. This data on an individual state basis means little without consideration 

for the volumes produced in each of the states. On a combined volume basis for the area 

under consideration a seasonal swing of just over 126% from low month of production to 

the high month of production in 1995. 

All of the cooperative associations submitting this consideration own and operate 

balancing plants in the combined marketing area. Handler orders for fluid milk typically 

are higher during the normal weekdays and decline, sometime to nothing, on weekends. 

Each organization faces costs in balancing fluid market needs when milk is not needed for 

fluid and fluid related purposes. Substantial investment in these balancing facilities has 

been made by the membership of each organization. The geography covered by the 

proposed enlarged order area speaks clearly to the necessity of maintaining the current 

levels of differentials at all locations under the order. Alternative balancing outlets are 

readily available in the upper midwest where the only current base price point now exists. 
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In the Southwest we do not have the luxury of another manufacturing plant located just a 

few miles away. Typically, hundreds of rniles will be traversed to find an outlet for milk 

not required by fluid handlers. Disregard for the cost of balancing in the southwest would 

place an unwarranted burden on producers in this area. 

Establishing the levels of price in a marketing area is also a function of aligmnent with 

· adjacent order prices. When there is only one base point, establishing prices is a relatively 

simple task. With multiple base pricing points in use, appropriate Class I differentials 

intensify in complexity. At the point where the price of one base point meets the price of 

another base point's price, equality must exist. To do otherwise produces an advantage 

from one base point and a disadvantage from the other base point above. 

Pricing surfaces of the current order system will show depressions where Class I 

differentials are at their lowest points and rise where prices are higher. Milk does not 

move regularly in response to Class I differentials; milk moves regularly in response to 

blends produced under the orders. Price alignment with adjacent orders, therefore, 

becomes an issue of significant importance. Spot, supplemental milk sales moves in 

response to values above federal order minimum prices. The greater the need for 

supplemental milk the higher the value paid above the· minimum federal order price. 

Finally,§ 8c(18) of the AMAA directs the Secretary to fix order prices at a level that will 

reflect the price of feeds, economic conditions that affect market supply and demand for 
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milk, and will "insure a sufficient quantity of ... milk to meet current needs and ... assure a 

level of fann income adequate to maintain productive capacity sufficient to meet 

anticipated future needs ... " If the dairy farmers in this area of the country, where 

population continues to grow, are to maintain productive capacity sufficient to meet future 

consvmer demand for milk, at least the existing Class I differentials must be maintained to 

provide a level of income that will enable dairy fanners to meet that increased demand for 

fluid milk. 

In view of the forgoing justification, we request that the areas noted be merged into a 

single federal milk marketing order and that the Class I differentials be no lower than they 

now are left intact as they now exist under the current separate orders. 

If we may assist in any other manner to expedite the process you are going through, please 

let us know. Thank you for your time and consideration of our comments. 

Very Truly Yours, 

Associated Milk Producers, Inc. 

For The Respondents 
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ZONE Adi. To Price 

1 $ +.38 
2 +.53 
3 - .20 
4 +.32 
5 + .15 
6 .00 
7 +.29 
8 +.39 
9 +.57 

ZONE Adi- To Price 

10 $ + .80 
11 + .75 
12 + .96 
13 + 1.11 
14 + 1.15 
15 + 1.26 
16 + 1.50 
17 + 1.38 
18 + 1.62 

PROPOSED 
SOUTHWEST 

MILK MARKETlf\ 



MILK IN THE 

GREAT SOUTHWEST MARKETING AREA 

A MERGER PROPOSED BY: 

Associated Milk Producers, Inc. 

Mid-America Dairymen, Inc. 

United Dairymen of Arizona 

Western Dairymen's Cooperative, Inc. 
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PART 1126 - MILK IN THE GREAT SOUTHWEST MARKETING 

AREA 

Current Proposed 

GENERAL PROVISIONS 

Sec. 

1126. I General provisions. 

DEFINITIONS 

1126.2 Texas marketing area. 1126.2 Great Southwest marketing area. 
1126.3 Route disoosition. 
1126.4 Plant. 
1126.5-1126.6 rReservedl 1126.5 Distributin2 olant 
1126.7 Pool olant. 
1126.8 NonnMI olant. 
1126.9 Handler. 
1126.10 Producer· handler. 
1126.11 rReservedl 
1126. 12 Producer. 
1126.13 Producer milk. 
1126.14 Other source milk. 
1126. 15 Fluid milk oroduct. 
1126.16 Flu.id cream oroduct. 
1126.17 Filled milk. 
1126.18 Coonerative association. 
ll26.19 Current marketing oeriod. 
1126.20 rneservedl 
ll26.21 Commercial food processing 

establishment. 

HANDLER REPORTS 

1126.30 Repcrts of receipts and 
utili7.ation. 

1126.31 Pavroll reoorts. 
1126 .3 2 Other reoorts. 

CLASSIFICATION OF MILK 

1126.40 Classes of utilization. 
1126.41 Shrinkage. 
1126.42 Classification of transfers 

and diversions. 
1126.43 General classification rules. 
1126.44 Classification of producer 

milk. 
1126.45 Market administrator's 

reports and announcements 
concerning classification. 

6/27/96 
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PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

CLASS PRICES 

1126.50 Class orices. 
1126.51 Basic formula orice. 
1126.52 Plant location adjustments 

for handlers. 
1126.53 Announcement of class 

orices. 
1126.54 Eauivalent orice. 
1126.55 Credits to handlers for 1126.55 /fl'his section would be eliminated.// 

transoorting surolus milk. 
1126.56 Credits on disposition of fluid milk 

products in designated counties and in 
the Republic of Mexico. 

UNIFORM PRICE 

1126.60 Handler's value of milk for 
computing uniform price. 

1126. 61 Computation of uniform 
price (including weighted 
averaae orice). 

1126.62 Announcement of uniform 
prices and butterfat 
differential. 

PAYMENTS FOR MILK 

1126.70 Producer-settlement fund. 
1126.71 Payments to the producer-

settlement fund. 
1126.72 rReservedl 
1126.73 Payments to producers and to 

cooperative associations. 
1126.74 Butterfat differential. 
1126.75 Plant location adjustments 

for producer and on nonpool 
milk. 

1126.76 Payments by handler 
operating a partially 
re•mlated distributing plant. 

1126.77 Adiusunent of accounts. 
1126.78 Charges on overdue 

accounts. 

ADMINISTRATIVE ASSESSMENT AND 
MARKETING SERVICE DEDUCTlON 

1126.85 Assessment for order 
administration. 

1126.86 Deduction for marketing 
services. 
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PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

§ 1126.1 General provisions. 

The terms, definitions, and provisions in Part 
1000 of this chapter are hereby incorporated by 
reference and made a art of this order. 

DEFINITIONS 

§ 1126.2 Texas marketing area. 

The Texas marketing area, hereinafter called 
the marketing area, means all territory within 
the boundaries of the following Texas counties, 
including all piers, docks, and wharves 
connected therewith and all craft moored 
thereat, and all territory occupied by 
government (municipal, State, or Federal) 
reservations, installations, institutions, or other 
similar establishments if any part thereof is 
within any of the listed counties: 

§ 1126.2 Great Southwest marketing area. 

The Great Southwest marketing area, 
hereinafter called, the marketing area, means 
all territory within the boundaries of the 
following counties in the states of Arizona, 
Colorado, Oklahoma, Texas, and New Mexico, 
including all piers, docks, and wharves 
connected therewith and all craft moored 
thereat, and all territory occupied by 
government (municipal, state or Federal) 
reser\.ations, installations, institutions or 
similar establishments if any part thereof is 
within an of the listed counties: 

ZONE I 

Camp, Collin, Cooke, Dallas, Delta, Denton, 
Ellis, Fannin, Franklin, Grayson, Hill (Blum and 
Itasca divisions only), Hood, Hopkins, Hunt, 
Johnson, Kaufman, Lamar, Morris, Parker, 
Rains, Red River, Rockwall, Somervell, Tarrant, 
Titus U shur Van Zandt, Wise, Wood. 

Albany, Carbon, Goshen, Laramie, and Platte 
all in the State of Wyoming. 

ZONE l·A 

Archer, Baylor, Clay, Hardeman, Montague, //'Th.is zone would be eliminated// 
Wichita and Wilbar er. 

Gcegg, Harrison, Marion, Panola, Rusk, 
Smith. 

6/27/96 

ZONE2 

3 

Adams, Arapahoe, Baca, Bent, Boulder, 
Cheyenne, Cleac Creek, Crowley, Custer, 
Denver, Douglas, Elbert, El Paso, Gilpin, 
Huerfano, Jefferson, Kiowa, Kit Carson, Las 
Animas, Larimer, Lincoln, Logan, Morgan, 
Otero, Park, Phillips, Prowers, Pueblo, 
Sedgewick, Teller, Washington, Weld, and 
Yuma all in the State of Colorado. 
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PART 1126 - MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

ZONE3 

Anderson, Bell, Bosque, Cherokee, 
Comanche, Coryell, Erath, Falls, Freestone, 
Hamilton, Henderson, Hill (except Blum and 
Itasca divisions), Lampasas, Limestone, 
McLennan, Mills, Navarro. 

Alamosa, Archuleta, Chaffee, Conejos, 
Costilla, Delta, Dobres, Eagle, Fremont, 
Garfield, Grand, Gunnison, Jackson, La Plata, 
Lake, Mesa, Mineral, Minsdale, Moffat, 
Montezuma, Montrose, Ouray, Pitkin, Rio 
Blanco, Rio Grande, Routt, Saguache, San 
Juan, San Miguel, and Summit all in the State 
of Colorado. 

ZQNE4 

Angelina, Houston, Jasper, Leon, 
Nacogdoches, Newton, Polk, Sabine, San 
Augustine, Shelby, Trinity, Tyler. 

Apache, Cochise, Coconino, Gila, Graham, 
Green Lee, La Paz, Maricopa, Mohave, Navajo, 
Pima. Pinal. Santa Cruz. Yavapai. and Yuma 
all in the State of Arizona. 

ZONE5 

Brazos, Robertson, Burleson, Grimes, 
Madison, Milam, Walker. 

Bernalillo, Catron, Cibola. Colfax, Curry, 
DeBaca, Dona Ana, Gram. Glllldalupe, 
Harding, Hidalgo, Licoln, Los Alamos, Luna, 
McKinley, Mora. Otero. Quay. Rio Arriba, 
Roosevelt, Sandoval. San Miguel. Sant.a Fe, 
San Juan, Sierra, Socorro. Taos. Torrence, 
Union, and Valencia. all in the St.ate of New 
Mexico. and Culberson. Hudspeth and El Paso, 
all in the State ofTcx~s. 

ZONE6 

Andrews, Borden, Brown, Callahan, Coke, 
Coleman, Dawson, Eastland, Ector, Fisher, 
Foard, Glasscock, Haskell, Howard, Jack, Jones, 
Kent, King, Knox, Martin, Midland, Mitchell, 
Nolan, Palo Pinto, Runnels, Scurry, 
Shackelford, Stephens, Sterling, Stonewall, 
Ta !or Throckmorton, Tom Green. Youn . 

6127/96 4 

Chaves, Eddy and Lea. all m the State of 
New Mexico. 
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PART 1126 - MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

ZONE7 

Bastrop, Burnet, Lee, Travis, Williamson. Andrews, Armstrong, Bailey, Borden, 
Brewster, Briscoe, Carson, Castro, Childress, 
Cochran, Collingsworth, Cottle, Crane, Crosby, 
Dallam, Dawson, Deaf Smith, Dickens, Donley, 
Ector, Floyd, Gaines, Garza, Gray Hale, Hall, 
Hansford, Hartley, Hemphill, Hockley, Howard, 
Hutchinson, Jeff Davis, Lamb, Lipscomb, 
Loving, Lubbock, Lynn, Martin, Midland, 
Moore, Motley, Ochiltree, Oldham, Parmer, 
Pecos, Potter, Randall, Reeves, Roberts, 
Sherman, Swisher, Terrell, Terry, Upton, 
Ward, Wheeler, Winkler, and Yoakum all in 
the State of Texas. 

ZONES 

Austin, Brazoria, Chambers, Colorado, 
Fayette, Fort Bend, Galveston, Hardin, Harris, 
Jefferson, Liberty, Montgomery, Orange, San 
Jacinto, Waller, Washington. 

Adair, Alfalfa, Beaver, Beckham, Blaine, 
Cherokee, Cimarron, Craig, Creek, Custer, 
Delaware, Dewey, Ellis, Garfield, Grant, 
Harper, Kay, Kingfisher, Logan, Major, Mayes, 
Muskogee, Noble, Nowata, Okmulgee, Osage, 
Ottawa, Pawnee, Payne, Roger Mills, Rogers, 
Texas, Tulsa, Wagoner, Washita, Washington, 
Woods, and Woodward all in the State of 
Oklahoma. 

ZONE9 

Bexar, Caldwell, Comal, De Witt, Gonzales, 
Guadalupe, Hays, Jackson, Lavaca, Matagorda, 
Whanon, Wilson. 

. Caddo, Canadian, Cleveland, Coal, Garvin, 
Grady, Haskell, Hughes, Latimer, Le Flore, 
Lincoln, McClain, Mcintosh, Okfuskee, 
Oklahoma, Pittsburg, Pontotoc, Pottawatmie, 
Seminole, and Sequoyah all in the State of 
Oklahoma. 

ZONE IO 

Aransas, Bee. Calhoun, Goliad, Karnes, Live 
Oak, Refugio, Victoria. 
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Atoka, Bryan. Carter, Choctaw. Comanche, 
Cotton, Greer, Harmon, Jackson, Jefferson, 
Johnston, Kiowa, Love, Marshall, lv!cCurtain, 
Murray, Pushmataha, Stephens, and Tillman 
all in the State of Oklahoma. 
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PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

ZONE 11 

Brooks, Duval, Jim Wells, Kenedy, Kleberg, 
Nueces, San Patricio. 

Archer, Baylor, Brown, Callahan, Clay, 
Coke, Coleman, Concho, Crockett, Eastland, 
Edwards, Fisher, Foard, Glasscock, Hardeman, 
Haskell, Irion, Jack, Jones, Kent, Kimble, King, 
Knox, McCulloch, Menard, Mitchell, 
Montague, Nolan, Palo Pinto, Reagan, Runnels, 
Schleicher, Scurry, Shackelford, Stephens, 
Sterling, Stonewall, Sutton, Taylor, 
Throckmorton, Tom Green, Val Verde, 
Wichita, Wilbarger, and Young all in the State 
of Texas. 

Cameron, Hidalgo, Willacy. 

6127196 

ZONE 12 

Bowie, Camp, Cass, Collin, Cooke, Dallas, 
Delta, Denton, Ellis, Fannin, Franklin, 
Grayson, Gregg, Harrison, Hood. Hopkins, 
Hunt, Johnson, !<Jlufman, Lamar, Marion, 
Morris, Panola, Parker, Rains, Red River, 
Rockwall, Rusk, Smith, Somerval, Tarrant, 
Titus, Upshur, Van Zandt, Wise and Wood all 
in the State of Texas. 

ZONE 13 

Anderson, Bandera, Bell, Blanco, Bosque, 
Burnett, Cherokee, Comanche, Coryell, Erath. 
Falls, Freestone, Gillespie, Hamilton, 
Henderson, Hill, Kendall, Kerr, Kinney, 
Lampasas, Limestone, Llano, Mason, 
Maverick, McLennan. Medina, Mills, Navarro. 
Real, San Saba, Uvalde and Zavala all in the 
Stale of Texas. 

ZONE 14 

Angelina, Brazos, Grimes, Houston, Jasper. 
Leon, Madison, Nacogdoches, Newton, Polk, 
Robertson, Sabine, San Augustine, Shelby, 
Tinity, Tyler and Walker all in the Stale of 
Texas. 

ZONE IS 
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Austin, Bastrop. Burleson. Colorado, Fayette. 
Lee, Milam, Travis, Washington and 
Williamson all in the State of Texas. 
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PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

ZONE16 

Brazoria, Chambers, Fort Bend, Galveston, 
Hardin, Harris, Jefferson, Liberty, Montgomery, 
Orange, San Jacinto and Waller all in the State 
of Texas 

ZONE 17 

Atas<:osa, Bexar, Caldwell, Calhoun, Comal, 
DeWitt, Dimmit, Frio, Guadalupe, Goliad, 
Gonzales, Hays, Jackson, Karnes, La Salle, 
Lavaca, Matagorda, McMullen, Victoria, 
Webb, Wharton and Wilson all in the State of 
Texas .. 

ZONE 18 

Aransas, Bee, Brooks, Cameron, Duval, 
Hidalgo, Jim Hogg, Jim Wells, Kenedy, 
Kleberg, Live Oak, Nueces, Refugio, San 
Patricio, Starr, Willacy and Zapata all in the 
State of Texas, 

§ 1126.3 Route disposition. 

Route disposition means any delivery 
(including any delivery by vendor or disposition 
at a plant store) of a fluid milk product 
classified as Class I milk, other than a delivery 
to a plant. 

6/27/96 7 

Route disposition means any delivery to 
retail or wholesale outlets (including a delivery 
by a vendor or a sale from a plant or plant 
store) of any fluid milk product classified as 
Class I milk, other than a delivery to a pool 
plant or a nonpool plant: Provided. That 
packaged fluid milk products. except tilled 
milk, that are transferred to a distributing plant 
from a plant with route disposition in the 
lllilrketing area, and which are classified as 
Class I under§ l 126.40(a), shall be considered 
as a route disposition from the transferor plant, 
rather than from the transferee plant, for the 
single purpose of qualifying it as a pool 
distributin !ant under l 126. 7(a . 
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§ 1126.4 Plant. 

Plant means the land, buildings, facilities, 
and equipment constituting a single operating 
unit or establishment at which milk or milk 
products (including filled milk) are received, 
processed, or packaged. Separate facilities 
without suitionary storage tanks which are used 
only as a reload point for transferring bulk milk 
from one tank truck to another or separate 
facilities used only as a distribution point for 
storing packaged fluid milk products in transit 
for route disposition shall not be a plant under 
this definition. 

§ 1126.5 [Reserved] 

Plant means the land, buildings, facilities, 
and equipment constituting a single operating 
unit or establishment at which milk or milk 
products (including filled milk ) are received, 
processed, or packaged. Storage vault facilities, 
milk coolers and perishable distribution centers 
located on the premises of the handler's plant 
shall be considered part of the plant for the 
purposes of this definition. Separate facilities 
without stationary storage tanks which are used 
only as reload points for transferring bulk milk 
from one tank truck to another or separate 
facilities used only as a distribution point for 
the temporary storage of packaged fluid milk 
products that are in transit for route disposition 
shall not constitute a plant under this 
definition. 

§ 1126.5 Distributing plant. 

Distributing plant means any facility that 
meets all of the following provisions: 

(a) Approved by a duly constituted 
regulatory agency for the handling of milk 
annroved for fluid consumption; 

(b) In which fluid milk products are 
processed or packaged; 

(c) From which during the month there is 
route disoosition in the marketing area. 

§ 1126.6 [Reserved] 

§ 1126. 7 Pool plant. 

Except as provided in paragraph (f) of this 
section, noo/ plant means: 

(a) Any plant that is approved by a duly 
constituted regulatory agency for the processing 
or packaging of Grade A milk and from which 
during the month there is: 

( 1) Route disposition, except filled milk, in 
the marketing area equal to JO percent or more 
of the receipts of Grade A fluid milk products at 
such plant, including producer milk diverted 
from the olant, and 

6/27/96 8 

Pool plant means all facilities that meet the 
following provisions: 

(a) A distributing plant: 
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(2) Total route disposition, except filled milk, 
equal to 50 percent or more of the receipts of 
Grade A fluid milk products at such plant, 
including producer milk diverted from the plant. 
If two plants operated by the same handler each 
meet the perfOrmance requirement of paragraph 
(a)(l) of this section and such handler requests 
that the two plants be considered together for 
the purpose of meeting the total route 
disposition requirement, each such plant shall 
be deemed to have met the total disposition 
requirement of this paragraph if the combined 
route disposition, except filled milk, of such 
plants is 50 percent or more of the combined 
receipts of Grade A fluid milk products at such 
plants, including producer milk diverted from 
the !ants. 

(b) Any plant, other than a plant described in 
paragraph (a) of this section, that.is approved by 
a duly constituted regulatory agency for the 
disposition of Grade A milk in the marketing 
area and from which during the month 50 
percent or more of the receipts at such plant of 
Grade A milk from dairy farmers (including 
producer milk diverted from the plant but 
excluding milk received as diverted milk) and 
handlers described in§ 1126.9(c) is transferred 
in the form of a bulk fluid milk product, except 
filled milk, to pool plants described in 
paragraph {a) of this section, except that such 
percentage shall be 15 percent for the months 
of: 

( 1) August, if the p I ant was a pool plant 
under this paragraph or paragraph (d) of this 
section during the hnmediately preceding month 
of Julv; and 

(2) December if the plant was a pool plant 
under this paragraph during the immediately 

recedin month of November. 

6/27/96 9 
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(2) Located in the marketing area that 
qualifies purswnt to paragraph (a) {l) of U1is 
section so long as this order's Class I price 
applicable at such plant location is not less than 
an other order's Class I price applicable at the 
same location even though the plant may meet 
the pooling requirements of the other Federal 
order, and have greater route disposition in the 
other marketing area than in the Great 
Southwest marketin area. 

(3) Total route disposition, except filled 
milk, equal to 45 percent or more of the 
receipts of Grade A fluid milk products at such 
plant, including producer milk diverted from 
the plant. If two plants operated by the same 
handler each meet the performance requirement 
of paragraph (a)(l) of this section and such 
handler requests that the two plants be 
considered together for the purpose of meeting 
the total route disposition requirement, each 
such plant shall be deemed to have met the total 
disposition requirement of this paragraph if the 
combined route disposition, except filled milk, 
of such plants is 45 percent or more of the 
combined receipts of Grade A fluid milk 
products at such plants, including producer 
milk diverted from the !ants. 
/trhis paragraph would be eliminated// 

/fThis paragraph would be eliminated// 

/fThis paragraph would be eliminated// 
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(c) Any plant, other than a plant described in 
paragraph (a) or (b) of this section or that 
qualifies as a pool plant under another Federal 
order from which during the month 50 percent 
or more of the receipts at such plam of Grade A 
milk from dairy farmers (including milk 
diverted from the plant but excluding milk 
received as diverted milk) and handlers 
described in§ J 126.9(c) is transferred in tl1e 
form of a bulk fluid milk product except filled 
milk, to pool plants described in paragraph (a) 
of this section and distributing plants fully 
regulated under other Federal orders, if the total 
quality so transferred to pool plants exceeds in 
the case of each other order the total quantity so 
transferred to other order distributing plants, 
exceot that: 

(I) For the following months, such 
percentage shall be 15 percent and shall apply 
only to transfers to pool plants described in 
paragraph (a) of this section: 

(i) August, if the plant was a pool plant 
under this paragraph or paragraph (d) of this 
section during the immediately preceding month 
of July and 

(ii) December, if the plant was a pool plant 
under this paragraph during the immediately 
oreceding month of November; and 

(2) Such plant shall not be a pool plant under 
this paragraph in any of the months of February 
through July unless it was a pool plant under 
this paragraph in three or more of the 
immediately preceding months of September 
through January. 

6/27/96 10 
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(b) Any plant, other than a plant described 
in paragraph (a) of this section that is located in 
the marketing area and that is operated by a 
cooperative association if pool plant status is 
requested and 20 percent or more of the 
producer milk of the association is physically 
received during the month in the form of bulk 
fluid milk products at plants defined under 
paragraph (a) of this section either directly 
from farms or by transfer from supply plants 
operated by the cooperative association and 
from supply plants operated by the cooperative 
association for which pool plant status has been 
requested under this paragraph subject to the 
following conditions: 

( 1) The plant does not qualify as a pool plam 
under paragraph (a) of this section or under the 
comparable provisions of another federal milk 
marketiui; order; and 
/fX'his paragraph would be eliminated// 

/ffhis paragraph would be eliminated// 

(2) The plant is approved by a duly 
constituted regulatory agency for the handling 
of milk for fluid consumption in the marketing 
area. 
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(d) Any plant during the months of February 
1hrough July, other than a plant described in 
paragraph (a) of this section, titat was a pool 
plant und~r paragraph (b) or (cl of this section 
during each of the immediately preceding 
months of September through January and is 
approved by a duly constituted regulatory 
agency for the disposition of Grade A milk in 
the marketing area, subject to the following 
conditions: 

(I) For the months of February through July 
1975, the required qualification under 
paragraph (b) of this section in prior months 
shall be deemed to have been met if the plant 
was a pool supply plant under the Austin-Waco, 
West Texas, Corpus Christi, North Texas, San 
Antonio, or South Texas orders (or any 
combination thereof) during the months of 
Se tember, October, and November 1974' and 

(2) If the plant operator files with the market 
administrator prior to any of the months of 
February through July a written request for 
nonpool status, a plant shall not be a pool plant 
under this paragraph during any of such 
remainin months throu h Jul . 
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(c) Requirements for plants qualifying under 
paragraph (b) of this section to ship bulk fluid 
milk products to pool distributing plants may be 
increased or decreased by up to 10 percentage 
points at any time by the Market Administrator 
if he finds such revision is necessary to obtain 
needed shipments to pool distributing plants or 
to prevent unnecessary and uneconomic 
shipments from occurring. Prior to making 
such a revision in the shipping requirements 
the Market Administrator shall investigate the 
need for such a revision, either on his own 
initiative or at the request of any interested 
party. If the investigation results in a 
determination that a revision in the shipping 
requirements is appropriate, the Market 
Admfoistrator may issue a notice to all 
interested parties stating that such a revision is 
being considered and inviting data, views and 
arguments relative to such revision. These 
temporary revisions are permitted at any time. 
If a plant which would not otherwise qualify as 
a pool plant during the month qualifies as a 
pool plant as a reduction in shipping 
percentages issued under the terms of this 
pamgraph, such plant shall not be a pool plant 
if the operator of such plant files a written 
request for nonpool plant status with the 
Market Administrator at the time the report is 
filed for such !ant ursuant to 1126.30. 
/!This paragraph would be eliminated// 

/!This paragraph would be eliminated// 
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(e) Any plant located in the marketing area (d) The tem1 pool plant shall not apply to 
that is operated by a cooperative association if the following plants: 
pool plant status under this paragraph is 
requested for such plant by the cooperative 
association ang 60 Jlergent or !JlQre of the 
11roducer milk of members of the coogerative 
association (excluding such milk that is received 
at or diverted from llQQI Riants de~cribed in 
11aragrnllhS (ll), ('l agd ( dl Qf !hi! section) is 
ghysii;ally recejved guring !he m2n1h in the 
form of a bulk fluid milk Qrodu2t at RQol 11lants 
ge~cribed i!l llaragra!l!l (al of t!Jis §e>!iQn ei!!llrr 
directly from farms or by transfer frgm 11lan!li of 
the coollerative association for )llhich 11001 Qian\ 
statu~ under this 11aragra11h has been reguested, 
subiect to the following conditions: 

(I) The plant does not qualify as a pool plant (1) A producer-handler plant; 
under paragraph (a), (b), (c) or (d) of this 
section or under the provisions of another 
Federal order applicable to a distributing plant 
or a sunn!v olant: and 

(2) The plant is approved by a duly (2) A governmental agency plant; 
constituted regulatory agency for the disposition 
of Grade A milk in the marketin.g area. 

(3) An exemot olant; 
(f) The term pool plant shall not apply to the /rfhis paragraph would be eliminated// 

following plants: 
(1) A producer-handler olant: /rThis would be eliminated// 
(2) A governmental a2encv olant· /rfhis would be eliminated// 
(3) A plant qualified pursuant to paragraph I ff his paragraph would be eliminated/ I 

(a) of this section which also meets the pooling 
requirements of another Federal order and from 
which there is a greater quantity of route 
disposition, except filled milk, during the month 
in such other Federal order marketing area than 
in this marketing area, except that if such plant 
was subject to all the provisions of this part in 
the immediately preceding month, it shall 
continue to be subject to all the provisions of 
this part until the third consecutive month in 
which a greater proportion of its route 
disposition, except filled milk, is made in such 
other marketine area; 
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( 4) A plant qualified pursuant to paragraph 
(a) of this section which also meets the pooling 
requirements of another Federal order on the 
basis of route disposition in such other 
marketing area and from which there is a 
greater quantity of route disposition, except 
filled milk, in this marketing area than in such 
other marketing area but which plant is. 
nevertheless fully regulated under such other 
Federal order; and 

(5) A plant qualified pursuant to paragraph 
(b) or (c) of this section which has automatic 
oolin status under another Federal order. 

Proposed 

(4) A distributing plant qualified pursuant to 
paragraph (a) of this section which also meets 
the pooling requirements of another federal 
order and from which there is a greater quantity 
of route disposition (except filled milk) during 
the month in this mruketing ruea than in such 
other federal order marketing area but which 
plant is, nevertheless. fully regulated under 
such other federal order; 

/ffhis paragraph would be eliminated// 

§ 1126,8 Nonpool plant. 

Nonpool plant means any milk or filled milk 
receiving, manufacturing, or processing plant 
other than a pool plant. The following 
categories of non-pool plants are further defined 
as follows: 

(a) "Other order plant" means a plant that is 
fully subject to the pricing and pooling 
provisions of another order issued pursuant to 
the Act. 

(b) "Producer-handler plant" means a plant 
operated by a producer· handler as defined in 
any order (including this part) issued pursuant 
to the Act. 

(c) "Partially regulated distributing plant" 
means a nonpool plant that is not an other order 
plant, a governmental agency plant, or a 
producer-handler plant and from which there is 
route disposition in consumer-type packages or 
dispenser units in the marketing area during the 
month. 

(d) "Unregulated supply plant" means a 
nonpool platlt from which fluid milk products 
are moved to a pool plant during the month but 
which is not an other order plant, an exempt 
plant, governmental agency plant, or a 
roducer-handler !ant. 

(e) "Governmental agency plant" means a 
plant operated by a governmental agency from 
which fluid milk products are distributed in the 
marketing area. Such plant shall be exempt 
from all revisions of this art. 

6/27/96 13 

(c) "Partially regulated distributing plant" 
means a nonpool plant that is not an other 
order plant, a governmental agency plant, 
exempt plant or a producer-handler plant and 
from which there is route disposition in 
consumer-type packages or dispenser units in 
the marketin area durin the month. 
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(I) "Exempt plant" means any plant that 
has monthly route disposition of 500,000 
pounds or less that may be exempt from the 
pricing and pooling provisions of this order if 
the handler operating the plant files timely 
reports as specified by the market administrator 
and maintains adequate books and records that 
are made available to the market administrator 
which will elll!ble dete;milllltion of the exempt 
status of such !ant. 

§ 1126,9 Handler. 

Handler means: 
(a) Any person in his capacity as the operator 

of a Pool plant: .• 
(b) Any cooperative association with respect 

to milk of a producer that is diverted for the 
account of the cooperative association from a 
pool plant of another handler in accordance 
with~ i126.13; 

(c) Any cooperative association with respect 
to ntilk that it receives for its account from the 
fann of a producer for delivery to a pool plant of 
another handler in a tank truck owned and 
operated by, or under the control of such 
cooperative association, unless both the 
cooperative association and the operator of the 
pool plant notify the market administrator prior 
to the time that such milk is delivered to the 
pool plant that the plant operator will be the 
handler for such milk and will purchase such 
milk on the basis of weights determined from its 
measurement at the farm and butterfat tests 
determined from farm bulk tank samples. Milk 
for which the cooperative association is the 
handler pursuant to this paragraph shall be 
deemed to have been received by the cooperative 
association at the location of the pool plant to 
which such milk is delivered; 

(d) Any person in his capacity as the operator 
of a partially tetrulated distributing plant; 

(e) Any person who is a producer-handler; 
and 

(I) Any person in his capacity as the operator (I) Any person in his capacity as the operator 
of an other order plant described in § 1126.?(f). of an other order plant described in 

~ 1126.?(d). 
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§ 1126.10 Producer-handler. 

Producer-handler means anv oerson: Producer-hand/er means: 
(a) Who operates a dairy farm and a (a) Any person who is both a dairy farmer 

processing plant from which there is route and the operator of a plant from which fluid 
disposition in the marketing area; milk products are disposed of as route 

disoosition in the marketing area and who: 
(b) Who receives no fluid milk products from ( 1) Receives at his plant, or acquires for 

sources other than his own farm production and route disposition fluid milk products only from: 
nool olants; 

(c) Whose receipts of fluid milk products (i) His own farm production to include all 
(including such products which he obtains at a operations in which he ol'lns or shares an 
l<J()ation other than his prooessing plant for interest in profits from such operation; and 
distribution on his routes) during the month 
from pool plants do not exceed the lesser of 5 
percent of his Class I disposition during the 
month or 10.000 nounds: 

( d) Who disposes of no other source milk as (ii) Fluid milk products obtained by transfer 
Class I milk except by increasing the nonfat or diversion from pool plant, other order plants, 
milk solids content of the fluid milk products or from a handler described in § 1126.9(b), in 
received from his awn farm production or pool an amount not to exceed 5 percent of its fluid 
plants; and milk product disposition for the month or 

10,000 pounds, whichever is less; 
(e) Who provides proof satisfactory to the (2) Does not reprocess or convert milk 

market administrator that the care and products into a fluid milk product except to 
management of the dairy farm and other increase the nonfat milk solids content above 
resources necessary for his own farm production that of the fluid milk product received; 
of milk and the management and operation of 
the processing plant are the personal enterprise 
and risk of such oerson. 

(3) Does not distribute fluid milk products to 
a wholesale customer who also is serviced by a 
handler described in § l 126.9(a) or (d) that 
supplied the same product in the same-sized 
package with a similar label to the .wholesale 
customer during the month: and 

( i) The maintenance. care. and management 
of all the dairy animals and other resources 
necessary to produce the entire amount of milk 
handled (other than that received from 
regulated plants) is the personal enterprise of 
and at the personal risk of such person in his 
caoacitv as a producer; and 

(ii) The operation of such plant is the 
personal enterprise of and at the personal risk 
of such Person in his caoacitv as a handler. 
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(b) The governmental agency that operates a 
milk plant, except thaL a plant operated by such 
agency shall be a pool plant if bulk milk is 
delivered during the month by such 
governmental agency to another plant that is a 
pool plant and a written request is filed by the 
agency with the market administrator asking 
that its plant be considered a pool plant. If 
such a plant is made a pool plant at the request 
of the governmental agency for l month and 
thereafter resumes the status of a nonpool plant, 
it shall not be eligible for pool plant status 
again until it has been a nonpool plant for 12 
consecutive months. 

(c) Producer Handler shall not include any 
producer who also operates a distributing plant 
if he so requests that the two be operated as 
separate entities with the distributing plant 
regulated under 1126.9 (a) or (d) and the farm 
o erated as a roducer under 1126.12. 

§ 1126.11 [Reserved] 

§ 1126.12 Producer. 

a) Except as provided in paragraph (b) of this 
section, producer means any person who 
produces milk proved by a duly constituted 
regulatory agency for disposition in the 
marketing area as Grade A milk whose milk is: 

(I) Received at a pool plant directly from 
such person; 

(2) Received by a handler described in§ 
1126.9<cl; or 

(3) Diverted from a pool plant in accordance 
with 6 1126.13. 

fbl Producer shail not include: 
(1) A producer-handler as define any order 

(including this oart) issued oursuant to the Act; 
(2) A governmental agency that operates a (2) A governmental agency that operates a 

plant exempt pursuant§ 1126.S(e); plant exempt pursuant to § l 126.8(e) and a 
handler that operates an exempt plant pursuant 
to & 1126.8(!) 

(3) Any person with respect to milk produced 
by him that is diverted to a pool plant from an 
other order plant if the other order designates 
such person as a producer under that order and 
such milk is allocated to Class II or Class III 
utilization pursuant to§ l 126.44(a)(8)(iii) and 
the corresponding step of§ I 126.44(b): 
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(4) Any person with respect to milk produced 
by him that is reported as diverted to an other 
order plant if any portion of such person's milk 
so moved is assigned to Class I under the 
orovisions of such other order; or 

(5) Any person with respect to milk produced 
by him during the months ofFebruary through 
July that is caused to be delivered to a pool plant 
by a cooperative association or a pool plant 
operator if during any of the immediately 
preceding months of September through 
November more than one-third of the milk from 
the same farm was caused by such cooperative 
association or pool plant operator to be 
delivered to plants as other than producer milk 
(except milk that is not producer milk as a result 
of a temporary loss of grade A approval or the 
application of§ 1126.13(e) (4) and (5)), unless 
such plant was a nonpool plant during any such 
immediately orecedina months. 

Proposed 

(5) Any person whose milk is received at a 
nonpool plant (except an other order plant) 
other than as a diversion by a handler from a 
pool plant, unless 50 percent or more of the 
milk production from the same farm is 
producer milk under this part during the 
current month and each of the two immediately 
preceding months (or would have been 
producer milk in each of the two immediately 
preceding months except for the operation of 
this provision); Provided, That this provision 
shall not be applicable until the. third month 
following the effective date of this order. 

(6) Any person with respect to milk 
produced by him if during the same month any 
portion of his milk is delivered to the Republic 
of Mexico (excluding any shipments made 
through vessels traveling on the Gulf of 
Mexico) as non-,,,,ol milk. 

§ 1126.13 Producer milk. 

Producer milk means the skim milk and 
butterfat contained in milk of a reducer that is: 

(a) Received at a pool plant directly from 
such reducer the o erator of the !ant 

(b) Received by a handler described in 
1126.9 c); 

(c) Picked up from the producer's farm tank 
in a tank truck owned and operated by, or under 
the control of, the operator of a pool plant bµt 
which is not received at a plant until the 
following month. Such milk shall be considered 
as having been received by the handler during 
the month in which it is picked up at the 
producer's farm and shall be priced at the 
location of the plant where it is physically 
received in the following month. This paragraph 
shall apply in like manner to milk received by 
the operator of a pool plant who. in accordance 
with§ l 126.9(c). is the handler for such milk: 

6/27/96 17 

(c) Produced by dairy farmers located in the 
marketing area during the month or picked up 
from the producer's farm tank in a tank truck 
owned and operated by, or under the control of, 
the operator of a pool plant but which is not 
received at a plant until the following month. 
Such milk shall be considered as having been 
received by the handler during the month in 
which it is picked up at the producer's farm and 
shall be priced at the location of the plant 
where it is physically received in the following 
month. This paragraph shall apply in like 
manner to milk received b)· the operator of a 
pool plant who, in accordance with§ l 126.9(c), 
is the handler for such milk; 
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(d) Diverted from a pool plant described in § 
1126. 7(a) for the account of the handler 
operating such plant to another pool plant, 
except that milk diverted to a plant operated by 
a cooperative association may not be milk of the 
cooperative association's members. Milk so 
diverted shall be priced at the plant to which 
diverted; or 

(e) Diverted from a pool plant to a nonpool 
plant that is not a producer-handler plant for the 
account of the handler operating such pool plant 
or a handler described in§ l 126.9(b), subject to 
the following conditions: 

(!)Milk of a dairy farmer shall not be 
eligible for diversion during any month unless 
milk of such dairy farmer was physically 
received as producer milk at a pool plant and 
the dairy farmer has continuously retained 
producer status siuce that time and further, 
during each of the months of September through 
Jan\ll!rv not less than 15 percent of the milk of 
such dairv farmer is physically received as 
producer milk at a pool plant. If a dairy farmer 
loses his producer status under this order 
(except as a result of a temporary loss of Grade 
A approval), his milk shall not be eligible for 
diversion until milk of such dairy farmer has 
been physically received as producer milk at a 
pool plant; 

(2) The total quantity of milk so diverted 
during the month by a cooperative association 
shall not exceed one·third of the producer milk 
that the cooperative association causes to be 
delivered during the month to pool plants 
described in § 1126. 7(al, <bl. (cl, and (d) and 
that is ohvsicallv received thereat; 

(3) The operator of a pool plant that is not a 
cooperative association may divert any milk that 
is not under the control of a cooperative 
-association that diverts milk during the month 
purs\ll!ut to paragraph (e)(2) of this section. The 
total guantitv o( milk §O diverted during the 
month shall not exceed one-third of the 
producer milk physically received at such pool 
plant during the month that is eligible to be 
diverted bv the olant onerator· 
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(d) Divened from a pool plant described in 
§l 126.7(a) for the account of the handler 
operating such plant to another pool plant, 
except that milk divened to a plant operated by 
a cooperative association may not be limited to 
milk of the cooperative's producers. Milk so 
diverted shall be priced at the location of the 
plant to which diverted, except as provided in 
~ 1126.52. 

(I) Milk of a dairy farmer shall not be 
eligible for divj!rsion during any month until a 
load or a day's production, whichever is less, of 
milk of such dairy farmer is physically received 
as producer milk at a pool plant and the dairy 
farmer has continuously maintained producer 
status since that time and further, during each 
of the months of September through November 
milk of such dairy farmer is physically received 
as producer milk at a pool plant. If a dairy 
farmer loses status as a producer under this 
order (except for temporary loss of Grade A 
approval), the milk produced on such farm 
shall not regain eligibility for diversion until 
production from the farm is again physically 
received as producer milk at a pool plant. (A 
producer shall not lose his status as a producer 
under this order as a result of the application of 
suboara~raohs (2), 13) or 14), below.) 

· (2) The total quantity of milk so diverted 
during the month by a cooperative association 
shall not exceed the quantity of producer milk 
the cooperative association causes to be 
delivered to pool plants during the month. 

(3) The operator of a pool plant that is not a 
cooperative association may divert any milk 
that is not under the control of a cooperative 
association. The quantity eligible for diversion 
by such operator shall be equal to the quantity 
received at the pool plant. 
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( 4) Any milk diverted in excess of the limits 
prescribed in paragraphs (e) (2) and (3) of this 
section shall not be producer milk. lf the 
diverting handler fails to designate the dairy 
farmers' deliveries that are not to be producer 
milk, no milk diverted by the handler during the 
month to a nonpool plant shall be producer 
milk; 

(5) The quantity of milk diverted for the 
account of a cooperative association from a pool 
plant of another handler that .would cause the 
pool plant to become a nonpool plant shall not 
be oroducer milk; and 

(6) Diverted milk shall be priced at the 
location of the plant to which diverted. 

Proposed 

(4) Any milk diverted in excess of the 
limitations noted in paragraphs e(2) and (3) of 
this section shall not be producer milk. The 
diverting handler has the opportunity in the 
case of excess diversions to designate those 
dairy fanners and the quantities of their milk 
that shall be eliminated from the diverted 
volume. lf such designation is not made by the 
diverting handler, milk diverted on the last day 
of the month, then the second ·to·last-day of the 
month, and so on, shall be exclnded from the 
diverted volume until the limitations provided 
for diversions are met. 

/rThis paragraph would be eliminated.// 

(5) Diverted milk shall be priced at the 
location of the plant to which diverted except as 
provided§ 1126.52. 

§ 1126.14 Other source milk. 

Other source milk means all skim milk and 
butterfat contained in or reoresented bv: 

(a) Receipts offluid milk products and bulk 
products specified in§ I 126.40(b)(I) from any 
source other than producers, handlers described 
in S 1126.91c) or nool nlants 

(b) Receipts in packaged form from other 
plants oforoducts soecified in§ l 126.40(b)(I); 

(c) Products (other than fluid milk products, 
products specified in§ l 126.40(b)(l), and 
products produced at the plant during the same 
month) from any source which are reprocessed, 
converted into, or combined with another 
oroduct in tlie olant durin~ the month; and 

(d) Receipts of any milk product (other than 
a fluid milk product or a product specified in § 
l 126.40(b)(l)) for which the handler fails to 
establish a disnnsition. 

6/27/96 19 

(e) Receipts of fluid milk products in 
packaged form into the distribution system of 
the handler from a producer-handler plant as 
defined in s 1126. IO. 
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§ 1126.15 Fluid milk (lroduct. 

(a) Except as provided in paragraph (b) of 
this section, jiu id milk product means any milk 
products in fluid or frozen fonn containing less 
than 9 percent butterfat, that are in bulk or are 
packaged, distributed and intended to be used as 
beverages. Such products include, but are not 
limited to: Milk, skim milk, lowfat milk, milk 
drinks, buttennilk, and filled milk, including 
any such beverage products that are flavored, 
cultured, modified with added nonfat milk 
solids, sterilized, concentrated (to not more than 
50 oercent total milk solids), or reconstituted. 

(b) The termjluid milk product shall not 
include: 

(I) Plain or sweetened evaporated milk, plain 
or sweetened evaporated skim milk, sweetened 
condensed milk or skim milk, formulas 
especially prepared for infant feeding or dietary 
use that are packaged in hermetically sealed 
containers, any product that contains by weight 
less than 6. 5 percent nonfat milk solids, and 
whev; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph (a) of 
this section that is in excess of the quantity of 
skim milk in an equal volume of an unmodified 
product of the same nature and butterfat 
content. 

§ 1126.16 Fluid c~eam product. 

Fluid cream product means cream (other 
than plastic cream or frozen cream), including 
sterilized cream, or a mixture of cream and milk 
or skim milk containing 9 percent or more 
butterfat, with or without the addition of other 
in redients. 

§ 1126,17 Filled milk.. 

Filled milk means any combination of 
nonmilk fat (or oil) with skim milk (whether 
fresh, cultured, reconstituted, or modified by the 
addition of nonfat milk solids), with or without 
milkfat, so that the product (including 
stabilizers, emulsifiers, or flavoring resembles 
milk or any other fluid milk product, and 
contains less than 6 ercent nonmilk fat (or oil). 
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§ 1126.18 Cooperative association. 

Cooperative association means any 
cooperative marketing association of producers 
which the Secretary determines, after 
application bv the association: 

(a) To be qualified under the provisions of 
the act of Congress of February 18, 1922, as 
amended, known as the Capper, Volstead Act; 
and 

Proposed 

(b) To have full authority in the sale of milk 
of its members and to be engaged in making 
collective sales or marketing milk or its 
oroducts for its members. 

(b) To have full authority in the sale of milk 
of its producers and to be engaged in making 
collective sales or marketing milk or its 
oroducts for its oroducers. 

§ 1126.19 Current marketing period. 

For the purpose of terminating this order 
under§ 608c(l6)(B) of the Act, the term 
current marketing period shall mean the first 
month following the date on which the 
Secretary publicly announces his finding that 
the termination of the order is favored by such 
majority of producers under the order as is 
prescribed by the Act. 

§ 1126.21 Commercial food processing establishment. 

Commercial food processing establishment 
means any facility other than a milk or filled 
milk plant, to which bulk fluid milk products 
and bulk fluid cream products are disposed of, 
or producer milk is diverted, that uses such 
receipts as ingredients in food products and has 
no disposition of fluid milk products or fluid 
cream products other than those received in 
consumer-type packages. Producer milk divened 
to commercial food processing establishments 
shall be subject to the same provisions relating 
to diversions to plants, including but not limited 
to, provisions in§§ 1126.13, 1126.41 and 
1126,52. 

a;,,NDLER REPORTS 

§ 1126.30 Reports of receipts and utilization. 

On or before the 7th day after the end of each 
month, each handler shall report for such month 
to the market administrator, in the detail and on 
the forms prescribed by the market 
administrator, as follows: 
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(a) Each handler, with respect to each of his (a) Each handler described in§ l 126.9(a) 
pool plants, shall report the quantities of skim shall report for each of his pool plants; and 
milk and butterfat contained in or represented each handler described in § l 126.9(b) and (c) 
bv: shall reoort the followin~ information 

(I) Receipts of producer milk, including (!) Receipts of producer milk contained in 
producer milk diverted by the handler from the or represented by: 
pool plant to other plants; 

(i) Receipts of producer milk, including 
producer milk diverted by the handler from the 
oool plant to other plants; 

(ii) Receipts of milk from handlers described 
in §1126.9(c): and 

(iii) Receipts by transfer or diversion of bulk 
fluid milk oroducts from oool Plants. 

(2) Receipts of milk from handlers described (2) Product pounds and pounds of butterfat 
in§ l 126.9(c); contained in: ~ 

(3) Receipts of fluid milk products and bulk (i) Receipts of fluid milk products not 
fluid cream products from other pool plants; included in (a) (I) above and bulk fluid cream 

oroducts from anv source· 
( 4) Receipts of other source milk; (ii) Receipts of other source milk; 
(5) Inventories at the beginning and end of (iii) Inventories at the beginning and end of 

the month offluid milk products and products the month of fluid milk products and products 
specified in§ 1126.40!hlll); and Sn<'Cified in &l 126.40(b)(l); and 

(6) The utilization or disposition of all milk, (3) The utilization or disposition of all milk, 
filled milk, and milk products required to be filled milk, and milk products required to be 
reported pursuant to this para~aph. reported pursuant to this paragraoh. 

(b) Each handler operating a partially (b) Each handler operating a partially 
regulated distributing plant shall report with regulated distributing plant shall report with 
respect to such plant in the same manner as respect to such plant in the same manner as 
prescribed for reports required by paragraph (a) prescribed for reports required by paragraph (a) 
of this section. Receipts of milk that would have of this section. Receipts of milk that would have 
been producer milk if the plant had been fully been producer milk if the plant had been fully 
regulated shall be reported in lieu of producer regulated shall be reported in lieu of prod11cer 
milk. Such report shall show also the quantity of mllk. Such report shall show also the quantity 
any reconstituted skim milk in route disposition of any reconstituted skim milk in route 
in the marketin2 area. disoosition in the marketing area. 

(c) Each handler described in § l 126..9(b) (c) Each handler not specified in paragraphs 
and ( c) shall report: (a) and (b) of this section shall report to the 

market administrator its receipts and utilization 
of milk, filled milk, and milk products in such 
manner as the market administrator may 
orescribe. ' 

(I) The quantities of all skim milk and /!This paragraph would be eliminated/I 
butterfat contained in receipts of producer milk: 
and 

(2) The utilization or disposition of such //This paragraph would be eliminated// 
receipts. 
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(d) Each handler not specified in paragraphs /fThis paragraph would be eliminated// 
(a) through (c) of this section shall report with 
respect to his receipts and utilization of milk, 
filled milk, and milk products in such manner 
as the market administrator ma rescribe. 

§ 1126.31 Payroll reports. 

(a) On or before the 20th day after the end of 
each month, each handler who elects pursuant 
to§ 1123.73(d) to pay producers shall report to 
the market administrator the following 
infortnation with respect to the handler's partial 
and final payments for producer milk received 
durine such month: 

(I) The name and address of each producer; 
(2) The amounts paid each producer; and " 

(3) The dates such oavments were made. 
(b) On or before the 20th day after the end of 

the month, each handler operating a partially · 
regulated distributing plant who elects to make 
payment pursuant to § l 126.76(b) shall report to 
the market administrator with respect to milk 
received from each dairy farmer who would 
have been a producer if the plant had been fully 
regulated the following information for such 
month: 

(1) The name and address of each dairy 
fartner; 

(2) The total pounds of milk received from 
each dalrv farmer; 

(3) The average butterfat content of such 
milk 

( 4) The amount and nature of any 
deductions, as authorized in writing by the dairy 
farmer, from the pavment for such milk: and 

(5) The rate of payment per hundred"weighl 
and the net amount oaid each dairv farmer. 

§ 1126.32 Other reports. 

(a) On or before the 23rd day of each month, 
each handler described in§ l 126.9(a), (b), and 
(c), except a cooperative association with 
respect to producer milk for which it elects to 
collect payments, shall report to the market 
administrator the following information with 
respect to its receipts of milk during the first 15 
da s of the month: 

(I) The name and adcltess of each producer 
from whom milk was received; 
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(2) The total pounds of producer milk 
received from such producer; 

(3) The amount and nature of any 
deductions, as authorized in writing by the 
producer, to be made from the partial payment 
for such milk; 

( 4) The total pounds of milk received from a 
handler described in l 126.9(c); and 

(5) The pounds of skim milk and butterfat in 
bulk fluid milk products received from a pool 
olant onerated bv a coooerative association. 

(b) On or before the 7th day after the end of 
each month, each handler described in § 
1126.9(a), (b), and (c) shall report to the market 
administrator the following information with 
respect to its receipts of milk during such .. 
month: 

(I) The name and address of each producer 
from whom milk was received; 

(2) The total pounds of producer milk 
received from such producer and its average 
butterfat content; 

(3) Except in the case of producer milk for 
which a cooperative association is collecting 
payments, the amount and nature of any 
deductions, as authorized in writing by the 
producer, to be made from the final payment for 
such milk; 

( 4) The total pounds of skim milk and 
butterfat received from a handler described in § 
1126.9{cl: and 

(5) The pounds of skim milk and butterfat in 
bulk fluid milk products received from a pool 
olant ooerated by a coooerative association. 

(c) On or before the second day prior to the 
reporting dates specified in paragraphs (a) and 
(b) of this section, each cooperative association 
that operates a pool plant from which bulk fluid 
milk products were transferred to pool plants of 
other handlers within the time periods described 
in paragraphs (a) and (b) of this section shall 
report to each such pool plant operator the name 
and location of the transferor-plant and the total 
pounds and butterfat content of the bulk fluid 
milk products transferred from the plant. 
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(d) In addition to the reports required 
pursuant to paragraphs (a) through (c) of Utis 
section and§§ 1126.30 and § 1126.31, each 
handler shall report such other information as 
the market administrator deems necessary to 
verify or establish such handler's obligation 
under the order. 

CLASSIFICATION OF MILK 

§ 1126.40 Classes of utilization. 

Except as provided in § 1126.42, all skim 
milk and butterfat required to be reported by a 
handler pursuant to§ 1126.30 shall be classified 
as follows: 

(a) Class I milk. Class I milk shall be all 
" 

skim milk and butterfat: 
( 1) Disposed of in the fonn of a fluid milk 

product, except as otherwise provided in 
paragraphs (b) and (c) of this section; and 

(2) In packaged fluid milk products in 
inventorv at the end of the month; and 

(3) Not specifically accounted for as Class II 
or Class lil milk. 

(b) Class II milk. Class II milk shall be all 
skim milk and butterfat: 

(1) Disposed of in the form of a fluid cream 
product or any product containing artificial fat, 
fat substitutes, or 6 percent or more nonmilk fat 
(or oil) that resembles a fluid cream product, 
except as otherwise provided in paragraph (c) of 
this section; 

(2) In packaged inventory at the end of the 
month of the products specified in paragraph 
(b )(I) of this section and in bulk concentrated 
fluid milk products in inventory at the end of 
the month; 

(3) In bulk fluid milk products and bulk fluid 
cream products disJJQsed of or <livened to a 
commercial food processor if the market 
administrator is permitted to audit the records of 
the commercial food processing establislunent 
for the purpose of verification. Otherwise, such 
uses shall be Class I; 

(4) Used to produce: 
(i) Cottage cheese, lowfat cottage cheese, dry 

curd cottage cheese, ricotta cheese, pot cheese, 
Creole cheese, and any similar soft, high· 
moisture cheese resembling cottage cheese in 
form and use· 
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(ii) :Milkshake and ice milk mixes (or bases), 
frozen desserts, and frozen dessert mixes 
distributed in one-quart containers or larger and 
intended to be used in soft and semi-solid form: 

(Jii) Aerated cream, frozen cream, sour 
cream and sour half-and-half, sour cream 
mixtures containing nonmilk items, yogurt and 
any other semi-solid product resembling a Class 
II oroduct: 

(iv) Eggnog, custards, puddings, pancake 
mixes, buttermilk biscuit mixes, coatings, 
batter, and similar products; 

(v) Fonnulas especially prepared for infant 
feeding or dietary use (meal replacement) that 
are oackal!ed in hermeticallv sealed containers: 

(vi) Candy, soup, bakery products and other .. 
prepared foods which are processed for general 
distribution to the public, and intermediate 
products, including sweetened condensed milk, 
to be used in processing such prepared food 
products; and 

(vii) Any product not otherwise specified in 
this section. 

(c) Class III milk. Class Jll milk shall be all 
skim milk and butterfat: 

(1) Used to oroduce: 
(i) Cream cheese and other spreadable 

cheeses, and hard cheeses of types that may be 
shredded, grated, or crumbled, and are not 
included in oaragraoh (b)(4)(i) of this section: 

(ii) Butter, plastic cream, anhydrous milkfat 
and butteroil; 

(iii) Any milk product in dry form, except ' 
nonfat drv milk; 

(iv) Evaporated or sweetened condensed milk 
in a consumer-type package and evaporated or 
sweetened condensed skim milk in a consumer· 
tvoe oacka2e; and 

(2) In inventory at the end of the month of 
unconcentrated fluid milk products in bulk form 
and products specified in paragraph (b)(I) of 
this section in bulk fonn: 

(3) In fluid milk products, products specified 
in paragraph (b)(l) of this section, and products 
processed by the disposing handler that are 
specified in paragraphs (b)( 4 )(i)·(iv) of this 
section, that are disposed of by a handler for 
animal feed: 
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( 4) In fluid milk products, products specified 
in paragraph (b)(l) of this section, and products 
processed by the disposing handler that are 
specified in paragraphs (b )( 4 )(i)·(iv) of this 
section, that are dumped by a handler. The 
market administrator may require notification 
by the handler of such dumping in advance for 
the purpose of having the opportunity to verify 
such disposition. In any case, classification 
under this paragraph requires a handler to 
maintain adequate records of such use. 1f 
advance notification of such dumping is not 
possible, or if the market administrator so 
requires, the handler must notify the market 
administrator on the next business day 
following such use: 

(5) In fluid milk products and products 
specified in paragraph (b)(l) of this section that 
are destroyed or lost by a handler in a vehicular 
accident, flood, fire, or in a similar occurrence 
beyond the handler's control, to the extent the 
quantities destroyed or lost can be verified from 
records satisfactorv to the market administrator: 

(6) In skim milk in any modified fluid milk 
product or in any product specified in paragraph 
(b)( 1) of this section that is in excess of the 
quantity of skim milk in such product that was 
included within the fluid milk product definition 
pursuant to§ 1126.15 and the fluid cream 
oroduct definition oursuant to & 1126.16; and 

(7) In shrinkage assigned pursuant to § 
l 126.4!(a) to the receipts specified in§ 
1126.4l(a)(2) and in shrinkage specified in§ 
l 126.4l(b) and (c). 

(d)Class 111-A milk. Class Ill-A milk shall be 
all skim milk and butterfat used to produce 
nonfat drv milk. 

§ ll26.4! Shrinkage. 

For purposes of classifying all skim milk and 
butterfat to be reported by a handler pursuant to 
§ 1126.30, the market administrator shall 
determine the following: 

(a) The pro rata assignment of shrinkage of 
skim milk and butterfat respectively, al each 
pool plant to the respective quantities of skim 
milk and butterfat: 

(I) In the receipts specified in paragraphs (b) 
(1) through (6) of this section on which 
shrinkage is allowed pursuant to such 
oaragraoh; and 
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(2) In other source milk not specified in 
paragraphs (b) (l) through (6) of this section 
which was received in the form of a bulk fluid 
milk product or a bulk fluid cream product; 

(b) The shrinkage of skim milk and butterfat, 
respectively, assigned pursuant to paragraph (a) 
of this section to the receipts specified in 
paragraph (a)( I) of this section that is not in 
excess of: 

(I) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant operator to 
another plant); 

(2) Pius 1.5 percent of the skim milk and 
butterfat, respectively, in milk received from a 
handier described in § l 126.9(c) and in milk .. 
diverted to such plant from another pool plant 
except that, in either case, if the operator of the 
plant to which the milk is delivered purchases 
such milk on the basis of weights determined 
from its measurement at the farm and butterfat 
tests determined from farm bulk tank samples, 
the applicable percentage under this paragraph . 
shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk and 
butterfat, respectively, in producer milk diverted 
from such plant by the plant operator to another 
plant, except that if the operator of the plant to 
which the milk is delivered purchases such milk 
on the basis of weights determined from its 
measurement at the farm and butterfat tests 
determined from farm bulk tank samples, the 
applicable percentage under this paragraph shall 
be zero; 

(4) Plus 1.5 percent of the skim milk and 
butterfat, respectively, in bulk fluid milk 
products received by transfer from other pool 
olants; 

(5) Plus 1.5 percent of the skim milk and 
butterfat, respectively, in bulk fluid milk 
products received by transfer from other order 
plants, excluding the quantity for which Class JI 
or Class lll classification is requested by the 
operators of both olants; 

(6) Plus 1.5 percent of the skim milk and 
butterfat, respectively, in bulk fluid milk 
products received from unregulated supply 
plants, excluding the quantity for which Class 11 
or Class Ill classification is requested by the 
handler; and 
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(7) Less 1.5 percent of the skim milk and 
butterfat, respectively, in bulk fluid milk 
products transferred to other plants that is not in 
excess of the respective amounts of skim milk 
and butterfat to whlch percentages are applied 
in paragraphs (b)(l), (2), (4), (5), and (6) ofthls 
section- and 

(c) The quantity of skim milk and butterfat, 
respectively, in shrinkage of milk from 
producers for which a cooperative association is 
the handler pursuant to§ l 126.9(b) or (c), but 
not in excess of 0. 5 percent of the skim milk 
and butterfat, respectively, in such milk. If the 
operator of the plant to whlch the milk is 
delivered purchases such milk on the basis of 
weights determined from its measurement at the 
farm and butterfat tests determined from farm 
bulk tank samples, the applicable percentage 
under this paragraph for the cooperative 
association shall be zero. 

Proposed 

§ 1126.42 Classification of transfers and diversions. 

(a) Transfers and diversions to pool plants. 
Skim milk or butterfat transferred or diverted in 
the form of a fluid milk product or a bulk fluid 
cream product from a pool plant to another pool 
plant shall be classified as Class I milk unless 
both handlers request the same classification in 
another class. In either case, the classification of 
such transfers or diversions shall be subject to 
the followin conditions: 

(!)The skim milk or butterfat classified in 
each class shall be limited to the amount of 
skim milk and butterfat, respectively, remaining 
in such class at the transferee-plant or divertee· 
plant after the computations pursuant to § 
1126.44(a)(12) and the corresponding step of§ 
1126.44(b). The amount of skim milk or 
butterfat classified in each class shall include 
the assigned utilization of skim milk or butterfat 
in transfers of concentrated fluid milk roducts· 

(2) If the transferor-plant or divertor·plant 
received during the month other source milk to 
be allocated pursuant to § 1126.44(a)(7) or the 
corresponding step of§ l !26.44(b), the skim 
milk or butterfat so transferred or diverted shall 
be classified so as to allocate the least possible 
Class I utilization to such other source milk; 
and 
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(3) If the transferor-handler or divertor
handler received during the month other source 
milk to be allocated pursuant to § 
I 126.44(a)(ll) or (12) or the corresponding 
steps of§ l 126.44(b), the skim milk or butterfat 
so transferred or diverted, up to the total of the 
skim milk and butterfat, respectively. in such 
receipts of other source milk, shall not be 
classified as Class I milk to a greater extent than 
would be the ease if the other source milk had 
been received at the transferee-plant or divertee
nlant. 

(b) Transfers and diversions to other order 
plants. Skim milk or butterfat transferred or 
diverted in the form of a fluid milk product or a 
bulk fluid cream product from a pool plant to an 
other order plant shall be classified in the 
following manner. Such classification shall 
apply only to the skim milk or butterfat that is 
in excess of any receipts at the pool plant from 
the other order plant of skim milk and butterfat, 
respectively, in fluid milk products and bulk 
fluid cream products, respectively, that are in 
the same category as described in paragraph 
ih\ll\ 12\ or (3) of this section: 

(I) If transferred as packaged fluid milk 
products, classification shall be in the classes to 
which allocated as a fluid milk product under 
the other order: 

(2) If transferred in bulk form, classification 
shall be in the classes to which allocated under 
the other order (including allocation under the 
conditions set forth in paragraph (b)(3) of this 
section\: 

(3) If the operators of both plants so request 
in their reports of receipts and utilization filed 
with their respective market administrators, 
transfers or diversions in bulk form shall be 
classified as Class I! or Class Ill milk to the 
extent of such utilization available for such 
classification pursuant to the allocation 
nrovisions of the other order: 

(4) If information concerning the classes to 
which such transfers or diversions were 
allocated under the other order is not available 
to the market administrator for the purpose of 
establishing classification under this paragraph. 
classification shall be as Class I, subject to 
adiustment when such information is available: 
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(5) For purposes of this paragraph, if the 
other order provides for a different number of 
classes of utilization than is provided for under 
this part skim milk or butterfat allocated to a 
class consisting primarily of fluid milk products 
shall be classified as Class 1 milk, and skim 
milk or butterfat allocated to the other classes 
shall be classified as Class lII milk; and 

(6) If the form in which any fluid milk 
product that is transferred to an other order 
plant is not defined as a fluid milk product 
under such other order, classification under this 
paragraph shall be in accordance with the 
provisions of & 1126.40. 

(c) Transfers to producer-handlers and 
transfers and diversions to governmental .. 
agency plants. Skim milk or butterfat 
transferred in the following forms from a pool 
plant to a producer· handler under this or any 
other Federal order or transferred or diverted 
from a pool plant to a governmental agency 
plant shall be classified: 

(I) As Class I milk, if so moved in the form 
of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administrator, if 
transferred in the form of a bulk fluid cream 
product. For this purpose the transferee's 
utilization of skim milk and butterfat in each 
class, in series beginning with Class Ill, shall be 
assigned to the e~1ent possible to its receipts of 
skim milk and butterfat, respectively, in bulk 
fluid cream products, pro rata to each source. 

(d) Transfers and diversions to other nonpool 
plants. Skim milk or butterfat transferred or 
diverted in the following forms from a pool 
plant to a non-pool plant that is not an other 
order plant, a producer-handler plant, or a 
governmental a£encv olant shall be classified: 

(!)As Class I milk, if transferred in the form 
of a packaged fluid milk product: and 

(2) As Class 1 milk, if transferred or diverted 
in the form of a bulk fluid milk product or a 
bulk fluid cream product, unless the following 
conditions annlv: 

(i) lfthe conditions described in paragraphs 
(d)(2)(i) (a) and (b) of this section are met, 
transfers or diversions in bulk form shall be 
classified on the basis of the assignment of the 
nonpool plant's utilization to its receipts as set 
forth in paragraphs (d)(2) (ii) through (viii) of 
this section: 
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(a) The transferor-handler or divertor-
handler claims such classification in his report 
of receipts and utilization filed pursuant to § 
I 126.30 for the month within which such 
transaction occurred; and 

(b) The nonpool plant operator maintains 
books and records showing the utilization of all 
skim milk and butterfat received at such plant 
which are made available for verification 
purposes if requested by the market 
administrator; 

(ii) Route disposition in the marketing area 
of each Federal milk order from the nonpool 
plant and transfers of packaged fluid milk 
products from such nonpool plant to plants fully 
regulated thereunder shall be assigned to the 
extent oossible in the following seauence: 
' (a) Pro rata to receipts of packaged fluid milk 
products at such nonpool plant from oool plants; 

(b) Pro rata to any remaining unassigned 
receipts of packaged fluid milk products at such 
nonoool olant fro other order olants; 

(c) Pro rata to receipts of bulk fluid milk 
products at such nonpool plan from pool plants; 
and 

(d) Pro rata to any remaining unassigned 
receipts of bulk fluid milk products at such 
nonoool olant from other order olants; 

(iii) Any remaining Class I disposition of 
packaged fluid milk products from the nonpool 
plant shall be assigned to the extent possible pro 
rata to any remaining unassigned receipts of 
packaged fluid milk products at such nonpool 
plant from pool plants and other order plants: 

(iv) Transfers of bulk fluid milk products 
from the nonpool plant to a plant fully regulated 
under any Federal milk order, to the extent that 
such transfers to the regulated plant exceed 
receipts of fluid milk products from such plant 
and are allocated to Class I at the transferee-
plant, shall be assigned to the extent possible in 
the followine sequence: 

(a) Pro rata to receipts of fluid milk products 
at such nonnool plant from oool olants: and 

(b) Pro rata to any remaining unassigned 
receipts of fluid milk products al such non pool 
olant from other order olants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall be 
assigned to the extelll possible in the following 
sequence: 
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(a) To such nonpool plant's receipts from 
dairy farmers who the market administrator 
determines constitute regular sources of Grade 
A milk for such nonpool plant; and 

(b) To such nonpool plant's receipts of Grade 
A milk from plants not fully regulated under 
any Federal milk order which the market 
administrator determines constitute regular 
sources of Grade A milk for such nonoool plant; 

(vi) Any remaining unassigned receipts of 
bulk fluid milk products at the nonpool plant 
from pool plants and other order plants shall be 
assigned, pro rata among such plants, to the 
extent possible first to any remaining Class l 
utilization, then to Class II utilization, and then 
to Class Ill utilization at such nonpool plant; 

(vii) Receipts of bulk fluid cream products at 
the nonpool plant from pool plants and other 
order plants shall be assigned, pro rata among 
such plants, to the extent possible first to any 
remaining Class II utilization, then to any 
remaining Class III utilization, and then to 
Class I utiliz.ation at such nonnool plant; and 

(viii) In determining the nonpool plant's 
utilization for purposes of this subparagraph, 
any fluid milk products and bulk fluid cream 
products transferred from such nonpool plant to 
a plant not fully regulated under any Federal 
milk order shall be classified on the basis of the 
second plant's utilization using the same 
assignment priorities at the second plant that 
are set fonh in this paragraph, 

(e) Transfers by a handler described in§ 
1126. 9(c) to pool plants. Skim milk and 
butterfat transferred In the form of bulk milk by 
a handler described in§ l 126.9(c) to another 
handler's pool plant shall be classified pursuant 
to§ 1126.44 pro rata with producer milk 
received at the transferee·handler's plant. 
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§ ll 26.43 General classification rules. 

In detem1ining the classification of producer 
milk, the following rules shall anoly: 

(a) Each month the market administrator 
shall correct for mathematical and other obvious 
errors all reports filed pursuant to § !120.30 
and shall compute separately for each pool 
plant, and for each cooperative association with 
respect to milk for which it is the handler 
pursuant to§ 1126.9 (b) or (c) that was not 
received at a pool plant, the pounds of skim 
milk and butterfat, respectively, in each class in 
accordance with§§ 1126.40, 1126.41, and 
1126.42. The combined pounds of skim milk 
and butterfat so determined in each class for a 
handler described in§ 1126.9 (b) or (c) shall be 
such handler's classification of producer milk; 

(b) If any of the water contained in the milk 
from which a product is made is removed before 
the product is utilized or disposed of by a 
handler, the pounds of skim milk in such 
product that are to be considered under this part 
as used or disposed of by the handler shall be an 
amount equivalent to the nonfat milk solids 
contained in such product plus all of the water 
oriainallv associated with such solids; and 

(c) The classification of producer milk for 
which a cooperative association is the handler 
pursuant to§ l 126.9(b) or (c) shall be 
determined separately from the operations of 
any pool plant operated by such cooperative 
association. 

(d) Skim milk and butterfat contained in 
receipts of bulk concentrated fluid milk and 
nonfluid milk products that are reconstituted for 
fluid use shall be assigned to Class l use, up to 
the reconstituted portion of labeled reconstituted 
fluid milk products, on a pro rata basis (except 
for any Class I use of specific concentrated 
receipts that is established by the handler) prior 
to any assignments under§ 1126.44. Any 
remaining skim milk and butterfat in 
concentrated receipts shall be assigned to uses 
under§ 1126.44 on a pro rata basis, unless a 
specific use of such receipts is established by the 
handler. 
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(e) Class IIl·A milk shall be allocated in 
combination with Class Ill milk and the 
quantity of producer milk eligible to be priced in 
Class lll·A shall be determined by prorating 
receipts from pool sources to Class Ill-A use on 
the basis of the quantity of total receipts of bulk 
fluid milk products allocated to Class III milk at 
the !ant. 

Proposed 

§ 1126,44 Classification of producer milk. 

For each month the market administrator 
shall determine for each handler described in § 
l 126.9(a) for each of his pool plants separately 
the classification of producer milk and milk 
received from a handler described in § 
l 126.9(c), by allocating the handler's receipts of I .. 

skim milk and butterfat to his utilization as 
follows: 

(a) Skim milk shall be allocated in the 
following manner: 

( 1) Subtract from the total pounds of skim 
milk in Class Ill the pounds of skim milk in 
shrinka£e soecified in 1126.4Jlh\· 

(2) Subtract from the total pounds of skim 
milk in Class I the pounds of skim milk in: 

(i) Receipts of packaged fluid milk products 
from an unregulated supply plant to the extent 
that an equivalent amount of skim milk 
disposed of to such plant by handlers fully 
regulated under any Federal milk order is 
classified and priced as Class I milk and is not 
used as an offset for any other payment 
oblieation under anv order; 

(ii) Packaged fluid milk products in 
inventory at the beginning of the month. This 
paragraph shall apply only if the pool plant was 
subject to the provisions of this paragraph or 
comparable provisions of another Federal milk 
order in the immediately preceding month: 

(3) Subtract from the pounds of skim milk 
remaining in each class the pounds of skim milk 
in fluid milk products received in packaged 
fonn from an other order plant, except that to be 
subtracted pursuant to paragraph (a)(7)(vi) of 
this section. as follows: 

(i) From Class Ill milk, the lesser of the 
pounds remaining or 2 percent of such receipts; 
and 

(ii) From Class I milk, the remainder of such 
receiots; 
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(-I) Subtract from the pounds of skim· milk in 
Class l1 the pounds of skim milk in products 
specified in§ l 126.40(b)(l) that were received 
in packaged form from other plants, but not in 
excess of the pounds of skim milk remaining in 
Class II; 

(5) Subtract from the remaining pounds of 
skim milk in Class II the pounds of skim milk 
in products specified in§ l 126.40(b)(l) in 
packaged form and in bulk concentrated fluid 
milk products that were in inventory at the 
beginning of the month, but not in excess of the 
pounds of skim milk remaining in Class II. 
Subtract from the remaining pounds of skim 
milk in Class II the pounds of skim milk in 
products specified in § l 126.40(b)(l) that were 
in inventory at the beginning of the month in 
packaged form, but not in excess of the pounds 
of skim milk remaining in Class II. This 
paragraph shall apply only if the pool plant was 
subject to the provisions of this paragraph or 
comparable provisions of another Federal milk 
order in the imrnediatelv nrecedirnl month: 

(6) Subtract from the remaining pounds of 
skim milk in Class II the pounds of skim milk 
in bulk concentrated fluid milk products and in 
other source milk (except other source milk 
received in the form of an unconcentrated fluid 
milk product or a fluid cream product) that is 
used to produce, or added to any product 
specified in § l 126.40(b) (excluding the 
quantity of such skim milk that was classified as 
Class lll milk pursuant to § I 126.40(c)(6)). but 
not in excess of the pounds of skim milk 
remaining in Class II. 

(7) Subtract in the order specified below from 
the pounds of skim milk remaining in each 
class, in series beginning with Class lll, the 
oounds of skim milk in each of the following: 

(i) Bulk concentrated fluid milk products and 
other source milk (except other source milk 
received in the form of an unconcentrated fluid 
milk product) and, if paragraph (a)(5) of this 
section applies, packaged inventory at the 
beginning of the month of products specified in 
§ l 126.40(b)(l) that was not subtracted 
pursuant to paragraphs (a)(4), (a)(5) and (a)(6) 
of this section; 

(ii) Receipts of fluid milk products (except 
filled milk) for which Grade A certification is 
not established; 
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(iii) Receipts of fluid milk products from 
unidentified sources; 

(iv) Receipts oftluid milk products from a 
producer-handler as defined under this or any 
other Federal milk order and from a 
governmental agency plant; 

(v) Receipts of reconstituted skim milk in 
filled milk from an unregulated supply· plant 
that were not subtracted pursuant to paragraph 
(a)(2) of this section; 

(vi) Receipts of reconstituted skim milk in 
filled milk from an other order plant that is 
regulated under any Federal milk order 
providing for individual-handler pooling, to the 
extent that reconstituted skim milk is allocated 
to Class I at the transferor-olant: and 

(vii) Receipts oftluid milk products from a 
oerson described in & 1126. 12{b)(5); 

(8) Subtract in the order specified below from 
the pounds of skim milk remaining in Class II 
and Class lll, in sequence beginning with Class 
Ill: 

(i) The pounds of skim milk in receipts of 
fluid milk products from an unregulated supply 
plant that were not subtracted pursuant to 
paragraphs (a) (2) and (7)(v) of this section for 
which the handler requests a classification other 
than Class I, but not in excess of the pounds of 
skim milk remaining in Class II and Class III 
combined; 
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(ii) The pounds of skim milk in receipts of 
fluid milk products from an unregulated supply 
plant that were not subtracted pursuant to 
paragraphs (a) (2), (7)(v), and (8)(i) of this 
section which are in excess of the pounds of 
skim milk determined pursuant to paragraphs 
(a)(8)(ii) (a) through (c) of this section. Should 
the pounds of skim milk to be subtracted from 
Class II and Class Ill combined exceed the 
pounds of skim milk remaining in such classes, 
the pounds of skim milk in Class II and Class 
III combined shall be increased (increasing as 
necessary Class Ill and then Class II to the 
extent of available utilization in such classes at 
the nearest other pool plant of the handler, and 
then at each successively more distant pool 
plant of the handler) by an amount equal to such 
excess quantity to be subtracted, and the pounds 
of skim milk in Class I shall be decreased by a 
like amount. In such case, the pounds of skim 
milk remaining in each class at this allocation 
step at the handler's other pool plants shall be 
adjusted in the reverse direction by a like 
amount: 

(a) Multiply by 1.25 the sum of the pounds of 
skim milk remaining in Class I at this allocation 
step at all pool plants of the handler (excluding 
any duplication of Class I utilization resulting 
from reported Class I transfers between pool 
plants of the handler): 

(b) Subtract from the above result the sum of 
the pounds of skim milk in receipts at all pool 
plants of the handler of producer milk, milk 
from a handler described in § l l26.9(c), fluid 
milk products from pool plants of other 
handlers, and bulk fluid milk products from 
other order plants that were not subtracted 
pursuant to paragraph (a)(7)(vi) of this section; 
and 

(c) Multiply any plus quantity resulting 
above by the percentage that the receipts of skim 
milk in fluid milk products from unregulated 
supply plants that remain at this pool plant is of 
all such receipts remaining at this allocation 
step at all pool pla!lls of the handler; and 
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(iii) The pounds of skim milk in receipts of 
bulk fluid milk products from an other order 
plant that are in excess of bulk fluid milk 
products transferred or diverted to such plant 
and that were not subtracted pursuant to 
paragraph (a)(7)(vi) of this section, if Class II or 
Class III classification is requested by the 
operator of the other order plant and the 
handler, but not in excess of the pounds of skim 
milk remaining in Class II and Class III 
combined; 

(9) Subtract from the pounds of skim milk 
remaining in each class, in series beginning 
with Class III, the pounds of skim milk in fluid 
milk products and products specified in § 
l 126.40(b)(l) in inventory at the beginning of 
the month that were not subtracted pursuant to 
paragraphs (a)(2)(ii), (a)(5) and (a)(7)(i) of this 
section: 

( 10) Add to the remaining pounds of skim 
milk in Class lll the pounds of skim milk 
subtracted pursuant to paragraph (a)(l) of this 
section; 

(11) Subject to the provisions of paragraphs 
(a)(! I) (i) and (ii) of this section, subtract from 
the pounds of skim milk remaining in each class 
at the plant, pro rata to the total pounds of skim 
milk remaining in Class J and in Class II and 
Class III combined at this allocation step at all 
pool plants of the handler (excluding any 
duplication of utilization in each class resulting 
from transfers between pool plants of the 
handler), with the quantity prorated to Class Il 
and Class III combined being subtracted first 
from Class Ill and then from Class II, the 
pounds of skil)l milk in receipts of fluid milk 
products from an unregulated supply plant that 
were not subtracted pursuant to paragraphs (a) 
(2), (7)(v), and (8)(i) and (ii) of this section and 
that were not offset by transfers or diversions of 
fluid milk products to the same unregulated 
supply plant from which fluid milk products to 
be allocated at this steo were received: 
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(i) Sh6uld the pounds of skim milk to be 
subtracted from Class JI and Class Ill combined 
pursuant to this subparagraph exceed the 
pounds of skim milk remaining in such classes, 
the pounds of skim milk in Class II and Class 
II! combined shall be increased (increasing as 
necessary Class lll and then Class II to the 
extent of available utilization in such classes at 
the nearest other pool plant of the handler, and 
then at each successively more distant pool 
plant of the handler) by an amount equal to such 
excess quantity to be subtracted, and the pounds 
of skim milk in Class I shall be decreased by a 
like amount. In such case, the pounds of skim 
milk remaining in each class at this allocation 
step at the handler's other pool plants shall be 
adjusted in the reverse direction by a like 
amount; and 

(ii) Should the pounds of skim milk to be 
subtracted from Class I pursuant to this 
paragraph exceed the pounds of skim milk 
remaining in such class, the pounds of skim 
milk in Class I shall be increased by an amount 
equal t-0 such excess quantity to be subtracted, 
and the pounds of skim milk in Class II and 
Class III combined shall be decreased by a like 
amount (decreasing as necessary Class Ill and 
then Class !I). In such case, the pounds of skim 
milk remaining in each class at this allocation 
step at the handler's other pool plants shall be 
adjusted in the reverse direction by a like 
amount, beginning with the nearest plant at 
which Class I utilization is available: 

( 12) Subtract in the manner specified below 
from the pounds of skim milk remaining in each 
class the pounds of skim milk in receipts of bulk 
fluid milk products from an other order plant 
that are in excess of bulk fluid milk products 
transferred or diverted to such plant and that 
were not subtracted pursuant to paragraphs (a) 
(7)(vi) and (8)(iii) of this section: 

(i) Subject to the provisions of paragraphs 
(a)(l2) (ii), (iii), and (iv) of this section, such 
subtraction shall be pro rata to the pounds of 
skim milk in Class I and in Class II and Class 
Ill combined, with the quantity prorated to 
Class!! and Class Ill combined being subtracted 
first from Class Ill and then from Class ll, with 
respect to whichever of the following quantities 
represents the lower pronortion of Class I milk: 
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(a) The estimated utilization of skim milk of 
all handlers in each class as announced for the 
month pursuant to§ U20.45(a): or 

(b) The total pounds of skim milk remaining 
in each class at this allocation step at all pool 
plants of the handler (excluding any duplication 
of utilization in each class resulting from 
transfers between oool olants of the handler); 

(ii) Should the proration pursuant to 
paragraph (a)(l2)(i) of this section result in the 
total pounds of skim milk at all pool plants of 
the handler that are to be subtracted at this 
allocation step from Class II and Class Ill 
combined exceeding the pounds of skim milk 
remaining in Class ll and Class III at all such 
plants, the pounds of such excess shall be 
subtracted from the pounds of skim milk 
remaining in Class I after such proration at the 
pool plants at which such other source milk was 
received; 

(iii) Except as provided in paragraph 
(a)(l2)(ii) of this section, should the 
computations pursuant to paragraph (a)(l2)(i) 
or (ii) of this section result in a quantity of skim 
milk to be subtracted from Class II and Class III 
combined that exceeds the pounds of skim milk 
remaining in such·classes, the pounds of skim 
milk in Class II and Class III combined shall be 
increased (increasing as necessary Class Ill and 
then Class II to the extent of available 
utilization in such classes at the nearest other 
pool plant of the handler, and then at each 
successively more distant pool plant of the 
handler) by an amount equal to such excess 
quantity to be subtracted, and the pounds of 
skim milk in Class I shall be decreased by a like 
amount. In such case, the pounds of skim milk 
remaining in each class at this allocation step at 
the handler's other pool plants shall be adjusted 
in the reverse direction bv a like amount; and 
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(iv) Except as provided in paragraph 
(a)(l2)(ii) of this section, should the 
computations pursuant to paragraph (a)( l 2)(i) 
or (ii) of this section result in a quantity of skim 
milk to be subtracted from Class I that exceeds 
the pounds of skim milk remaining in such 
class, the pounds of skim milk in Class l shall 
be increased by an amount equal to such excess 
quantity to be subtracted and the pounds of skim 
milk in Class II and Class lll combined shall be 
decreased by a like amount (decreasing as 
necessary Class Ill and then Class ll). In such 
case, the pounds of skim milk, remaining in 
each class at this allocation step at the handler's 
other, pool plants shall be adjusted in the 
reverse direction by a like amount beginning 
with the nearest plant at which Class I 
utilization is available; 

(13) Subtract from the pounds of skim milk 
re1112ining in each class the pounds of skim milk 
in receipts of fluid milk products and bulk fluid 
cream products from another pool plant 
according to the classification of such products 
pursuant to ~ 1126.42(al; and 

( 14) If the total pounds of skim milk 
remaining in all classes exceed the pounds of 
skim milk in producer milk and milk received 
from a handler described in§ 1126.9(c), 
subtract such excess from the pounds of skim 
milk remaining in each class in series beginning 
with Class Ill. Any amount so subtracted shall 
be known as t~overaize'1 ; 

(b) Butterfat shall be allocated in accordance 
with the procedure outlined for skim milk in 
oaragraoh (a) of this section: and 

(c) The quantity of producer milk and milk 
received from a handler described in § 
1126.9(c) in each class shall be the combined 
pounds of skim milk and butterfat remaining in 
each class after the computations pursuant to 
paragraph (a)(l4) of this section and the 
corresponding step of paragraph (b) of this 
section. 

Proposed 

§ 1126.45 Market administrator's reports and announcements concerning classification. 

The market administrator shall make the 
following reports and announcements 
concernin classification: 
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(a) Whenever required for the purpose of 
allocating receipts from other order plants 
pursuant to§ l 126.44(a)(l2) and the 
corresponding step of§ I 126.44(b), estimate 
and publicly announce the utilization (to the 
nearest whole percentage) in each class during 
the month of skim milk and butterfat, 
respectively, in producer milk of all handlers. 
Such estimate shall be based upon the most 
current available data and shall be final for such 
ournose. 

(b) Report to the market administrator of the 
other order, as soon as possible after the report 
of receipts and utilization for the month is 
received from a handler who has received fluid 
milk products or bulk fluid cream products from 
an other order plant, the class to which such 
receipts are allocated pursuant to§ 1126.43(d) 
and§ 1126.44 on the basis of such report, 
(including any reclassification of inventories of 
bulk concentrated fluid milk products), and 
thereafter, any change in such allocation 
required to correct errors disclosed in the 
verification of such report. 

( c) Furnish to each handler operating a pool 
plant who has shipped fluid milk products or 
bulk fluid cream products to an other order 
plant the class to which such shipments were 
allocated by the market administrator of the 
other order on the basis of the report by the 
receiving handler, and, as necessary, any 
changes in such allocation arising from the 
verification of such reoort. 

(d) On or before the 14th day after the end of 
each month, report to each cooperative 
association which so requests the amount and 
class utiliz.ation of milk received by each 
handler from producers who are members of 
such cooperative association. For the purpose of 
this report the milk so received shall be prorated 
to each class in the proportion that the total 
receipts of milk from producers by such handler 
were used in each class. · 

Proposed . 

( d) On or before the 14th day after the end of 
each momb, repon LO each cooperalive 
association which so requests the amount and 
class utiliz.ation of milk received by each 
handler from producers of such cooperative 
association. For the purpose of this report the 
milk so received shall be prorated to each class 
in the proportion that the total receipts of milk 
from producers by such handler were used in 
each class. 

CLASS PRICES 

§ 1126,50 Class prices. 

Subject to the provisions of§ 1126.52, the 
class prices for the month per hundredweight of 
milk sh.all be as follows: 
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(a) Class I prices. The Class I price shall be 
the basic formula price for the second preceding 
month plus $3.16. 

(b) Class JI price. The Class II price shall be 
the basic formula price for the second preceding 
month olus $0.30. 

(c) Class Ill price. The Class III price shall 
be the basic formula orice for the month. 

(d) Class Ill ·A price. The Class Ill·A price 
for the month shall be the average Central 
States nonfat dry milk price for the month, as 
reported by the Department, less 12.5 cents, 
times an amount computed by subtracting from 
9 an amount calculated by dividing .4 by such 
nonfat dry milk price, plus the butterfat 
differential times 3 5 and rounded to the nearest 
cent. 

Proposed 

(a) Class I price: The Class I price per 
hundredweight of milk containing 3.5 percent 
butterfat shall be the basic formula price for the 
second orecedin2 month olus $2.20. 

(b) Class II price. The Class Il price shall be 
the basic fonnula price for the second preceding 
month olus $0.30. 

(d) Class Ill -A price. The Class Ill-A price 
for the month shall be the average Western 
nonfat dry milk price for the month as reported 
by the Department, less 12.5 cents, times an 
amount computed by subtracting from 9 an 
amount calculated by dividing .4 by such nonfat 
dry milk price, plus the butterfat differential 
times 35 and rounded to the nearest cent. 

§ 1126.51 Basic formula price. 

The basic formula price shall be the average 
price per hundredweight for manufacturing 
grade milk, f.o.b. plants in Minnesota and 
Wisconsin, as reported by the Department for 
the month, adjusted to a 3.5 percent butterfat 
basis and rounded to the nearest cent. For such 
adjustment, the butterfat differential pursuant to 
§ 1126. 74 shall be used. 
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The basic formula price shall be the 
preceding month's average pay price for 
manufacturing grade milk in .Minnesota and. 
Wisconsin using the "base month" series, as 
reported by the Department, adjusted to a 3.5 · 
percent butterfat basis using the butterfat 
differential for the preceding month computed 
pursuant to § 1126.74 and rounded to the 
nearest cent, plus or minus the change in gross 
value yielded by the butter-no!lfat dry milk and 
Cheddar cheese product price formula 
computed pursuant to paragraphs (a) through 
(e) of this section. 

(a). The gross values of per hunderweight of 
milk used to manufacture butter-nonfat dry 
milk and Cheddar cheese shall be computed, 
using price data determined pursuant to 
paragraph (b) of this section and annual yield 
factors for the preceding month and separately 
for the current month as follows: 

(1) The gross value of milk used to 
manufacture butter-nonfat dry milk shall be the 
sum of the followin~ comnutations: 

(i) Multiply the Grade AA butter price by 
4.27; 

(ii) Multiply the nonfat dry milk price by 
8.07; and 

(iii) Multiply the dry buttermilk price by 
0.42. 

10:04 AM 



PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

(2) The gross value of milk used to 
manufacture Cheddar cheese shall be lhe sum 
of the followin~ computations: 

(i) Multiply the Cheddar cheese price by 
9.87; and 

(ii) Multiply the Grade A butter price by 
0.238. 

(b) The following product prices shall be 
used pursuant to paragraph (a) of this section: 

(I) Grade AA butter price. Grade AA 
butter price means the simple average for lhe 
month of the Chicago Mercantile Exchange, 
Grade AA butter price, as reported by the 
Denanment. 

(2) Nonfat dry milk price. Nonfat dry milk 
price .means the simple average for the month 
of the Western Nonfat Dry Milk Low/Medium 
Heat price, as renorted bv the Deru1rtment. 

(3) Dry buttennilk price. Dry buttermilk 
price means the simple average for the month 
of the Western Dry Buttermilk price, as 
reoorted bv the Deoanrnent. 

(4) Cheddar cheese price. Cheddar cheese 
price means the simple average for the month 
of the National Cheese Exchange 40-pound 
block Cheddar cheese price, as reported by the 
Department. 

(5) Grade A butter price. Grade A butter 
price means the simple average for the month 
of the Chicago Mercantile Exchange Grade A 
butter price, as reported bv the Deoartment. 

(C) Detennine the amounts by which the 
gross value per hundredweight of milk used to 
manufacture butter-nonfat dry milk and tl1e 
gross value per hundredweight of milk used Lo 

manufacture Cheddar cheese for the current 
month exceed or are less than the respective 
gross values for the preceding month. 

(d) Compute weighting factors to be applied 
to the changes in gross values detennined 
pursuant to paragraph (c) of this section by 
determining the relative proportion that the 
data included in each of the following 
paragraphs is of the toL~I of the data 
represented in paragraphs (d)(l) and (d){2) of 
this section: 
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( l) Combine the total nonfat dry milk 
production for the States of Minnesota and 
Wisconsin, as reported by the Department, for 
the most recent preceding period, and divide 
the annual yield factor for nonfat dry milk, 
8.07, to detennine the quantity (in 
hundredweights) of milk used in the production 
of butter-nonfat drv milk: and 

(2) Combine the total American cheese 
production for the States of Minnesota and 
Wisconsin, as reponed by the Department, for 
the most recent preceding period, and divide by 
the annual yield factor for Cheddar cheese, 
9.87, to determine the quantity (in 
hundredweights) of milk used in the production 
of American cheese. 

( e) Compute a weighted average of the 
changes in gross values per hundredweight of 
milk determined pursuant to paragraph (c) of 
this section in accordance with the relative 
proportions of milk deemed pursuant to 
oaragraoh (d) of this section. 

§ 1126.52 Plant location adjustments for handlers. 

(a) For milk received at a plant from 
producers or a handler described in§ 1126.9(c) 
and which is classified as Class I milk without 
movement in bulk fonn to a pool distributing 
plant at which a higher Class I price applies, the 
price specified in § I 126.50(a) shall be adjusted 
by the amount stated in paragraphs (a) (I) 
through (8) of this section for the location of 
such !ant: 

(I) For a plant located within one of the 
zones set forth in § 1126.2, the adjustment shall 
be as follows: 
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(1) For a plant located within one of the 
zones set forth in§ 1126.2. the adjustment shall 
be as follows; 

10:04 AM 



PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current 

Zone$ 
Adjustment p¢t 

bundredweight 

Zone I.. ..No .adjustment. 
Zone l·A ............................................................... Minwt :!5 cents 
Zone 2............. . .. .,N<i- adjllst{ru~nc. 

Zone 3 ....... ............................. ..Plw; 15 ~nts. 
Zone 4 ., ...................................................... Plus 18 cents 
Zone 5 .......... Plus 20 c~nts. 
Zone 6. .. . ............ .M.inu.s. 21 cents 
Zone 1 ......... .............................. ............ . ... Pl'LIS 30 cent.\. 
Zone 8 ......... 
Zone 9 ... 
Zone 10 ..... 

... Plus S4eel'lts 
....... ... .... ., .......................... Plus 42 cents. 

............. P!w 53 cents. 
Zone 11 ... · , ......................... Plus -06 oenb. 
Zone 12 ............................. , ........... ., ..... Plus 75 cents 

(2) For a plant located in the New Mexico
West Texas marketing area, the minus 
adjustment shall be the difference between the 
applicable Class I price effective at such plant 
location under the New Mexico-West Texas 
order (7 CFR pan 1138) and the Class I price 
specified in§ l 126.50(a). 

(3) For a plant located in Bowie or Cass 
County, Texas, the adjustment shall be minus 8 
cents. 
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Zones 
AdJuslmcni per 
hundredweight 

PIU'5 38 cents 
... ?ll.1$ 53 cents 
.... Minll.$ 2.0 cen~ 

l'lu.s 32 cents 
..... ?JI.JS 15 cents 

No Adjustment 

Zone 1 
Zone 2 .. 
Zone 3. ... 
Zone 4 .. 
Zane 5 .. 
Z<lne6 .. 
Zone 1. 
Zone 9 .. 
Zone 9 .... 

............................................ Plus 29 cents 
. ............................ Plus 39 ccnta 

. ........ Plus 57 cents 
Zone 10 ..... .,,. ... ., .... ,. .. , .... .. Plus 80 c:l:'lnt.$ 

. .............. Plus 75 cents 
Zone 12.. ... . ...... Plus%centa. 
Zonc13 ................... , .................. Plusl\lcents. 
Zone\4... , ....... .,Plusl\Scents 
Z.Orie 15.. Plus 126 cents. 
Zone 16 .......................................... ,. ................ Plus ISO cents. 
Zone 17 ......... ,................................ "''"'"""Plus 138 cents. 
ZoriC lS. ..................... .. ............. Plus IQ2cents. 

(2) For a plant located in the marketing area 
of another federal milk marketing order the 
minus adjustment shall be'the difference 
between the applicable Class I price effective 
under the other federal order and the Class I 
price specified in § 1126.50{a), except the 
location adjustment shall be zero if the 
applicable Class I price at the location of the 
plant to which diverted is greater than the 
applicable Class I price at the location of the 
!ant from which diverted. 

(3) For a plant located outside another 
federal order (except Califomia and the 
Republic of Mexico), the price shall be the 
effective price at the nearest federal order zone 
except the location adjustment shall be zero if 
the applicable Class I price at the location of 
the plant to which diverted is greater than the 
applicable Class I price at the location of the 
lant from which diverted. 
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(4) For a plant located in the State of Texas 
that is outside the designated pricing areas 
described in paragraphs (a) (1) through (3) of 
this section. the adjustment shall be the 
adjustment applicable at the nearer of Corpus 
Christi, San Angelo, or San Antonio, Texas, 
except that for a plant located in the Texas 
counties of Brewster, Crane, Crockett, 
Culberson, Hudspeth, lrion, Jeff Davis, Loving, 
Pecos, Presidio, Reagan, Reeves, Terrell, Upton, 
Ward, and Winkler, the adjustment shall be 
minus 2.2 cents per hundredweight for each 10 
miles or fraction thereof that such plant is 
located from the City Hall in San Angelo, Texas 
(based on the shortest hard-surfaced highway 
distance as determined by the lvlarket 
Administrator. l 

( S) For a plant located in the Southwest 
Plains marketing area or in Pulaski County, 
Missouri, the minus adjustment shall be the 
difference between the applicable Class I price 
effective under the Southwest Plains order (7 
CFR part J 106) and the Class I price specified 
in S 1126,50(al. 

(6) For a plant located in the State of 
Arkansas, the minus adjustment shall be the 
difference between the applicable Class I price 
effective at such plant location under the 
Central Arkansas order (7 CFR part 1108) and 
the Class I m'ice sneciiled in § l J26.50(a). 

(7) For a plant located in the State of 
Louisiana, the plus adjustment shall be the 
difference between the applicable Class I price 
effective at such plant location under the 
Greater Louisiana order (7 CFR part 1096) and 
Class I price specified in§ I l26.50(a). 

(8) For a plant located out.side the designated 
pricing areas described in paragraphs (a) ( l) 
through (7) of this section, the adjustment shall 
be minus 2.2 cents per hundredweight for each 
l 0 miles or fraction thereof that such plant is 
located from the City Hall in Dallas, Texas, 
(based on the shortest hard-surfaced highway 
distance as determined by the Market 
Administrator. l 
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(4) For a plant located in the State of 
California, the minus adjustment shall be 2.2 
cents per hundredweight for each 10 miles or 
fraction !hereof 1ha1 such plant is located from 
the City Hall in Roswell; New Mexico, (based 
on the shortest hard-surfaced highway distance 
as determined by the Market Administrator). 

(5) For a plant located in the Republic of 
Mexico, the applicable location adjustment 
shall be at the zone price (crossing point) where 
the milk crossed the border. 

/ffhis paragraph would be eliminated// 

/ffhis paragraph would be eliminated// 

I rThis paragraph would be eliminated/ I 
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(b) For fluid milk products lransferred in 
bulk from a pool plant to a pool distributing 
plant at which a higher Class I price applies and 
which are classified as Class I milk, the Class I 
price shall be the Class I price applicable at the 
location of the transferee·planl subject to a 
location adjustment credit for the transferor
plant which shall be determined by the market 
administrator for skim milk and butterfat, 
resoectivelv, as follows: 

(1) Subtract from the pounds of skim milk 
remaining in Class l at the transferee-plane after 
the computations pursuant to § l !26.44(a)(l2) 
plus the pounds of skim milk in receipts of 
concentrated fluid milk products from other 
pool plants that are assigned to Class I use, an 
amount eaual to: 

(i) 95 percent of the pounds of skim milk in 
receipts of milk at the transferee·plant from 
producers and handlers described in § 
l 126.91cl: and 

(ii) The pounds of skim milk in receipts of 
packaged fluid milk products from other pool 
plants; 

(2) Assign any remaining pounds of skim 
milk in Class I at the transferee-plant to the 
skim milk in receipts of bulk fluid milk products 
from other pool plants, first to the rransferor
plants at which the highest Class I price applies 
and then to other plants in sequence beginning 
with the plant at which the next highest Class l 
orice annlies; 

(3) Compute the total amount of location 
adjustment credits to be assigned to transferor· 
plants by multiplying the hundredweight of 
skim milk assigned pursuant to paragraph (b)(2) 
of this section to each transferor-plant at which 
the Class I price is lower than the Class l price 
at the transferee-plant by the difference in Class 
I prices applicable at the transferor-plant and 
transferee-olant, and add the resultin2 amounts; 
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( ~) Assign the total amount of location 
adjustment credits computed pursuant to 
paragraph (bJ(3) of this section to those 
transferor-plants that transferred fluid milk 
products containing skim milk classified as 
Class I milk pursuant to § 1126.42(a) and at 
which the applicable Class I price is less than 
the Class I price at the transferee·plant, in 
sequence beginning with the plant at which the 
highest Class I price applies. Subject to the 
availability of such credits, the credit assigned 
to each plant shall be equal to the 
hundredweight of such Class I skim milk 
multiplied by the applicable adjustment rate 
determined pursuant to paragraph (b)(3) ofthis 
section for such plant If the aggregate of this 
computation for all plants having the same 
adjustment rate as determined pursuant to 
paragraph (b )(3) of this section exceeds the 
credits that are available to those plants, such 
credits shall be prorated to the volume of skim 
milk in Class I transfers from such plants; and 

(S) Location adjustment credit for butterfat 
shall be determined in accordance with the 
procedure outlined for skim milk in paragraphs 
(b) (1) U1rough ( 4) of this section. 

( c) The Class I price applicable to other 
source milk shall be adjusted by the amounts set 
forth in paragraph (a) of this section, except that 
the adjusted Class I price shall not be less than 
the Class Ill Price. 

Proposed 

§ 1126.53 Announcement of class prices. 

The market administrator shall announce 
publicly on or before the fifth day of each month 
the Class I price for the following month, the 
Class Ill and Class Ill·A price for the preceding 
month, and on or before the 15th day of each 
month the Class II price for the following 
month computed pursuant to·~ l !26.50(b), 
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(a) On or before the 5th day of the month, 
the fl!arket administrator shall announce the 
following prices: 

(1) The Class l & ll price for the following 
month: 

(2) The Class lII price for the preceding 
month; 

(3) The Class Ill-A price for the preceding 
month; 

(4) The butterfat differential for the 
precedin~ month. 
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§ 1126.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for computing 
class prices or for other purposes is not available 
as prescribed in this part, the market 
administrator shall use a price or pricing 
constituent determined by the Secretary to be 
equivalent to the price or pricing constituent 
that is re uired. 

Proposed 

§ 1126.55 Credits to handlers for transporting surplus milk. 

For each of the months of March thrcugh /trhis section would be eliminated.// 
June and December 16-31, a transportation 
credit shall be computed for each handler on the 
amount of producer milk that is classified as 
Class II or Class III pursuant to§ 1126.42 (b)(3) 
or (d)(2) that such handler transfers or diverts to 
nonpool plants located outside the State of 
Texas. Credits established pursuant to 
paragraphs (a) and (b) of this section shall be 
computed at the rate of 2, 4 cents per 
hundredweight for each 10 miles, or fraction 
thereof, for the shortest hard-surfaced highway 
distance, as determined by the market 
administrator. The amount of milk eligible for a 
transportation credit and the amount of such 
credit shall be established in accordance with 
paragraphs (a), (b), and (c) of this section 
subject to the limitations specified in paragraph 
! d\ of this section. 

(a) A transfer credit shall apply to bulk fluid //Th.is section would be eliminated.// 
milk products transferred by a handler from a 
pool plant located in Zone I of the marketing 
area for the distance between the transferor pool 
nlant and the transferee nonnool olant. 

(b) A credit for diverted milk shall apply to //This section would be eliminated.// 
milk produced in Zone 1, 1-A, or 3 of the 
marketing area or the Oklahoma counties of 
Atoka, Bryan, Carter, Choctaw, Comanche, 
Cotton. Greer, Harmon, Jackson, Jefferson, 
Johnston, Kiowa, Love, Marshall, McCurtain, 
Murray, Pushmataha, Stephens, or Tillman that 
is diverted to a nonpool plant for the distance in 
excess of 100 miles between the nonpool plant 
and the nearer of the city hall in Dallas, Texas, 
the pool plant of last receipt for the major 
portion of the milk on the route, or the 
courthouse of the county where the major 
nortion of the milk on the load was oroduced. 
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(c) A credit for diverted milk produced in the 
area specified in paragraph (b) of this section 
shall also include an amount per hundredweight 
equal to the difference between the location 
adjustment (excluding any plus adjustment) 
applicable in the area where the milk was 
produced and any greater minus location 
adjustment applicable at the location of the 
non ool !ant where the milk was received. 

(d) No credit shall apply to the total quantity 
of milk moved to a given nonpool plant by a 
handler during each of the credit periods if any 
portion of the milk is assigned to Class I. Also, 
the amount of milk to which a credit would be 
applicable during each of the credit periods 
pursuant to paragraphs (a), (b), and (c) of this 
section shall be offset by the amount of milk 
that a handler or any affiliate of the handler 
causes to be received at plants located in the 
marketing area from outside the State of Texas 
during each of the credit periods, with such 
offset to be applied in sequence beginning with 
the nonpool plant at which the greatest credit 
would a 1 . 
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/frhis section would be eliminated.// 

/rrhis section would be eliminated.// 

§ 1126.56 Credits on disposition of fluid milk 
products in designated counties and in the 

Republic of Mexico. 

E~ch month a credit should be computed for 
each handler on milk classified as Class 1 as 
follows: 

(a) A credit should be computed at the 
difference in the class I price and the previous 
month's unifonn price on all packaged sales 
outside the territorial limils of the continental 
United States, excluding any shipments made 
through vessels traveling on the Gulf of 
Mexico, and route sales (excluding deliveries to 
plant) in an area 25 air miles from the border to 
Lhe Republic of Mexico, including any city in 
its entirety when city hall is with the 25 mile 
ran~e. 

(b) A credit sh-0uld be computed at the 
difference between the Class I price and the 
previous month's unifonn price on all bulk 
fluid milk product transfers and diversions of 
milk classified as Class I that are transported 
outside the territorial limits of the continental 
United States, excluding any shipments made 
through vessels traveling on the Gulf of 
Mexico. 
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UNIFORM PRICE 

§ 1126.60 Handler's value of milk for computing uniform price. 

For the purpose of computing the unifonn 
price, the market administrator shall determine 
for each month the value of milk of each 
handler with respect to each of his pool plants 
and of each handler described in§ l 126.9(b) 
and (c) with respect to milk that was not 
received at a oool plant as follows: 

(a) Multiply the pounds of producer milk and 
milk received from a handler described in § 
l 126.9(c) that were classified in each class 
pursuant to §§ l 126.43(a) and 1126.44(c) by the 
applicable class prices, and add the resulting 
amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage subtracted 
from each class pursuant to§ 1126.44(a)(l4) 
and the corresponding step of§ l 126.44(b) by 
the respective class prices, as adjusted by the 
butterfat differential specified in § 1126. 74, that 
are annlicable at the location of the oool olant; 

( c) Add the amount obtained from 
multiplying the difference between the Class III 
price for the preceding month and the Class I 
price applicable at the location of the pool plant 
or the Class II price, as the case may be, for the 
current month by the hundredweight of skim 
milk and butterfat subtracted from Class I and 
Class II pursuant to§ l 126.44(a)(9) and the 
corresnondinu steo of ~ 1126. 44(b ): 

(d) Add the ·amount obtained from 
multiplying the difference between the Class I 
price applicable at the location of the pool plant 
and the Class Ill price by the hundredweight of 
skim milk and butterfat assigned to Class I 
pursuant to § J 126.43(d) and the hundredweight 
of skim milk and butterfat subtracted from Class 
I pursuant to § 1126.44(a)(7)(i) through (iv) and 
(vii), and the corresponding step of§ 
l 126.44(b), excluding receipts bulk fluid cream 
products from an other order plant and bulk 
concentrated fluid milk products from pool 
plants, other order plants and unregulated 
sunnlv Plants; 
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(e) Add the amount obtained from 
multiplying the difference between the Class I 
price applicable at the location of the transferor· 
plant and the Class Ill price by the 
hundredweight of skim milk and butterfat 
subtracted from Class I pursuant to § 
1126.44(a)(7) (v) and (vi) and the 
corresponding step of~ l 126.44(b): 

(J) Add the amount obtained from 
multiplying the Class 1 price applicable at the 
location of the nearest unregulated supply plants 
from which an equivalent volume was received 
by the pounds of skim milk and butterfat in 
receipts of concentrated fluid milk products 
assigned to Class I pursuant to § 
l 126.43(d) and§ l 126.44(a)(7)(i) and the 
pounds of skim milk and butterfat subtracted 
from Class I pursuant to§ 1126.44(a)(ll) and 
the corresponding steps of§ l 126.44(b), 
excluding such skim milk and butterfat in 
receipts of bulk fluid milk products from an 
unregulated supply plant to the extent that an 
equivalent amount of skim milk or butterfat 
disposed of to such plant by handlers fully 
regulated under any Federal milk order is 
classified and priced as Class I milk and is not 
used as an offset for any other payment 
obli2ation under anv order; 
(g) Subtract for a handler described in § 
l 126.9(c) the amount obtained from multiplying 
the Class III price for the preceding month, as 
adjusted by the butterfat differential specified in 
§ 1126.74, by the hundredweight of skim milk 
and butterfat contained in inventory at the 
beginning of the month that was delivered to 
another handler's oool olant during the month. 

(h) Deduct any credit applicable pursuant to § 
1126.55. 

(i) Subtract, for reconstituted milk made 
from receipts of nonfluid milk products, an 
amount computed by multiplying $1.00 (but not 
more than the difference between the Class l 
price applicable at the location of the pool plant 
and the Class III price) by the hundredweight of 
skim milk and butterfat contained in receipts of 
nonfluid milk products that are allocated 10 

Class I use pursuant to ~ l !26.43(d): 
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(h) Deduct any crcdu applicable pursuant to 
~ 1126.56. 
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Ul Exclude, for pricing purposes under this 
section, receipts of nonfluid milk products that 
are distributed as labeled reconstituted milk for 
which payments are made to the producer
settlement fund of another order under § 
1126.76 a) 5 or (c: and 

(k) For pool plants that transfer bulk 
concentratep fluid milk products to other pool 
plants and other order plants, add or subtract 
the amount per hundredweight of any class 
price change from the previous month tliat 
results from any inventory reclassification of 
bulk concentrated fluid milk products t11at 
occurs at the transferee plant. Any such 
applicable class price change shall be applied to 
the plant tliat used the concentrated milk in the 
event that the concentrated fluid milk products 
were made from bulk unconcentrated fluid milk 
products received at the plant during the prior 
month. 

Proposed 

§ 1126.61 Computation of uniform price (including weighted average price) 

For each month the market administrator 
shall compute the "uniform price" (and 
"weighted average price") per hundredweight 
for milk of 3.5 percent butterfat content at pool 
plants at which no location adjustment applies 
as follows: 

(a) Combine into one total the values 
computed pursuant to § 1126.60 for all handlers 
who filed the reports prescribed in § 1126.30 for 
the month and who made the payments pursuant 
to~ 1126.71 for the orecedin~ month; 

(b) Add not less than one-fourth of the 
unobligated balance in the producer-settlement 
fund: 

(c) Add the aggregate of all minus location 
" 

adjustments and subtract the aggregate of all 
nlus location adiustments pursuant to~ 1126.75· 

(d) Divide the resulting amount by the sum 
of the following for all handlers included in 
these comoutations: 

(I) The total hundredweight of producer 
milk: and 

(2) The total hundredweight for which a 
value is comouted pursuant to & 1126.60(1)' and 

(e) Subtract not more than 5 cents per 
hundredweight. The result shall be the 
"weighted average price." 
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(f) The weighted average price shall be the 
"uniform price" for milk received from 

reducers. 

Proposed 

§ 1126.62 Announcement of uniform price and butterfat differential. 

The market administrator shall announce 
oubliclv on or before: 

(a) The Sth day after the end of each month 
the butterfat differential for such month; and 

(b) The 13th day after the end of each month 
the uniform nrice for such month. 

(b) The 12th day after the end of each month 
the unifom1 orice for such month. 

PAYMENTS FOR MILK 

§ 1126. 70 Producer·settlernent fund. 

The market administrator shall establish and 
maintain a separate fund known as the 
"produceMettlement fund," into which he shall 
deposit the payments made by handlers pursuant 
to§§ 1126.71, 1126.76 and 1126.77 and from 
which he shall make all payments pursuant to 
§§ 1126. 73 (a) through (f) and 1126.77, except 
that payments to a cooperative association 
pursuant to § 1126. 73(c) shall be offset by any 
payments due from such cooperative association 
pursuant to § 1126. l that have not been received 
b · the market administrator. 

//The final reference in this patagraph in the 
current order text refers to§ 1126.1; the only 
change in this section is to correct the reference 
to§ 1126.71.// 

§ 1126. 71 Payments to the J)roducer-settlement fund. 

(a) Subject to paragraphs (c) and. (d) of this 
section, each handler shall pay to the market 
administrator on or before the 26th day of each 
month an amount determined by multiplying the 
llandlers receipts during the first 18 days of 
such month of producer milk (excluding, in the 
case of a handler described in § l 126.9(c), 
producer milk delivered to a pool plant) and 
milk from a handler described in§ 1126.9(c) by 
the Class Ill price for the preceding month, less: 

(I) Payments made by the handler on or 
before such date to producers for milk received 
durinu the 18-day neriod; and 

(2) Proper deductions authorized in writing 
by producers from whom the handler received 
milk. except that the amount deducted for each 
producer shall not exceed the value (at the Class 
Ill price) of the milk received from the producer 
during the 18-dav neriod. 
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(a) Subject to paragraphs (c) and (d) of this 
section, each handler shall pay to the market 
administrator on or before Ille 23rd day of each 
month ·an amount determined by multiplying 
the handlers receipts during the first 15 days of 
such month of producer milk (excluding, in the 
case of a handler described in § I 126.9(c), 
producer milk delivered to a pool plant) and 
milk from a handler described in§ l l26.9(c) by 
the Class Ill price for the preceding month 
multinlied bv 1), less: 

(I) Payments made by the handler on or 
before such date to producers for milk received 
during the 15-dav neriod; and 

(2) Proper deductions authorized in writing 
by producers from whom the handler received 
milk. except that the amount deducted for eacll 
producer shall not exceed the value (at the 
Class III price) of the milk received from the 
oroducer during the 15-dav oeriod. 
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(b) Subject to paragraphs (c) and (d) of this (b) Subject to paragraphs (c) and (d) ofthls 
section, each handler shall pay to the market section, each handler shall pay to the market 
administrator on or before the 16th day after the administrator on or before the 15th day after 
end of each month an amount equal to such the end of each month an amount equal to such 
handler's value of milk for such month handler's value of milk for such month 
determined pursuant to § l 126.60(a), as determined pursuant to § l 126.60(a), as 
adjusted by the butterfat differential specified in adjusted by the butterfat differential specified in 
§ 1126.74, and pursuant to§ l 126.60(b) § 1126.74, and pursuant to§ 1126.60(b) 
through (g), less: through (ol less: 

(1) Payments made by the handler pursuant 
to paragraph (a) of this section for such month; 

(2) Payments, other than those specified in § 
1126.73(d), that were made by the handler on or 
before such date to producers for milk received 
during such month: 

(3) Proper deductions for the month that .. 
were authorized in writing by producers from 
whom the handler received milk, except that the 
amount deducted for each producer shall not 
exceed the value of the milk received from the 
producer during the month; and 

( 4) The value at the weighted average price 
applicable at the location of the plant from 
which received of other source milk for which a 
value was comnuted nursuant to S l 126.601fl. 

(c) The following conditions shall apply with 
respect to the payments prescribed in 
paragraphs (a) and (b) of this section: 

(1) Payments to the market administrator (1) Payments to the market administrator 
shall be deemed not to have been made until will be deemed to have been received on time if 
such payments have been received by the market spendable funds are in the bank account 
administrator; and designated by the market administrator by the 

close of business on the date(s) such payments 
are due as set forth in § 1126. 71. Payments 
received in the bank account designated by the 
market administrator which are available for 
interbank transfer later than the close of 
business on the date(s) such payments are due 
pursuant to§ 1126.71 will be considered 
overdue. 

(2) If the date by which payments must be (2) If the date by which payments must be 
received by the market administrator falls on a received by the market administrator falls on a 
Saturday or Sunday or on any Monday that is a Saturday such paymem shall be due on the 
national holiday, payments shall not be due Friday qefore the Saturday. If the date by which 
until the next day on which the market payments must be received by the market 
administrator's office is open for public administrator falls on a Sunday or on any 
business. Monday that is a national holiday, such 

payments shall not be due witil the next day on 
which the market administrator's office is open 
for public business. 
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(d) Payments due the market administrator 
from a cooperative association handler may be 
offset by payments determined by the market 
administrator to be due the cooperative 
association pursuant to § 1126. 73(c). 

(e) On or before the 25th day after the end of 
the month, each person who operated an other 
order plant that was regulated during such 
month under an order providing for individual· 
handler pooling shall pay to the market 
administrator an amount comnuted as follows: 

(I) Determine the quantity of reconstituted 
skim milk in filled milk in route disposition 
from such plant in the marketing area which 
was allocated to Class I at such plant. If there is 
such route disposition from such plant in 
marketing areas regulated by two or more 
lllilrketwide pool orders, the reconstituted skim 
milk allocated to Class I shall be prorated to 
each order according to such route disposition 
in each marketin~ area; and 

(2) Compute the value of the reconstituted 
skim milk assigned in paragraph (e)(l) of this 
section to route disposition in this marketing 
area by multiplying the quantity of such skim 
milk by the difference between the Class I price 
under this part that is applicable at the location 
of the other order plant (but not to be less than 
the Class Ill price) and the Class III price. 

Proposed 

§ 1126. 72 [Reserved) 

§ 1126.73 Payments to producers and to cooperative associations. 

(a) Subject to paragraphs (c) through (f) of 
this section, the market administrator shall pay 
each producer on or before the 28th day of each 
month for milk for which payment pursuant to § 
l 126.7l(a) has been received by the market 
administrator. Such payment shall be at a rate 
per hundredweight equal to the Class Ill price 
for the preceding month Jess the amounts 
specified in§ 1126.7l(a)(l) and (2). 
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(a) Subject to paragraphs (c) through (f) of 
this section, the market administrator shall pay 
each producer on or before the 25th day of each 
month for milk for which payment pursuant to 
§ 1126. 7l(a) has been received by the market 
administrator. Such payment shall be at a rate 
per hundredweight equal to the Class II! price 
for the preceding month multiplied by 1.3 less 
the amounts specified in § l !26.7l(a)(l) and 
(2). 
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(b) Subject to paragraphs (c) through (f) of (b) Subject to paragraphs (c) through (f) of 
this section, the market administrator shall pay this section, the market administrator shall pay 
each producer on or before the 18th day after each producer on or before the 17th day after 
the end of each month for milk for which the end of each month for milk for which 
payment pursuant to§ l 126.7l(b) has been payment pursuant to§ l 126.7l(b) has been 
received by the market administrator or offset received by the market administrator or offset 
pursuant to § 1126. 71 (d). Such payment shall be pursuant to§ 1126.7l(d). Such payment shall 
at the uniform price computed pursuant to § be at the uniform price computed pursuant to § 
1126.61 for the month, subject to the following 1126.61 for the month, subject to the following 
adiusunents: adiusunents: 

(I) Any applicable adjustments pursuant to 
SS 1126.74 and 1126.75; 

(2) Less the payments described in 
§ 1126.7l(b)(2) and paragraph (a) of this 
section; 

(3) Less deductions for ·marketing services .• 
oursuant to S 1126.86; 

(4) Less the authorized deductions specified 
in ll 1126.71(b)(3); and 

(5) Any adjustments for errors in calculating 
payments to an individual producer for past 
months. 

( c) In making payments to producers 
pursuant to paragraphs (a) and (b) of this 
section, the market administrator, on or before 
the day prior to the dates specified in such 
paragraphs, shall pay to each cooperative 
association that so requests with respect to those 
producers for whom it markets milk and who 
are certified to the market administrator by the 
cooperative association as having authorized the 
cooperative association to receive such payment 
an amount equal to the sum of the individual 
payments otherwise due such producers 
pursuant to paragraphs (a) and (b) of this 
section. 
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(d) In making payments to producers 
pursuant to paragraphs (a) and (b) of this 
section, the market administrator, on or before 
the day prior to the dates specified in such 
paragraphs, shall pay to each handler who so 
requests for milk received by the handler from 
producers for whom a cooperative association is 
not collecting payments pursuant to paragraph 
(c) of this section an amount equal to the sum of 
the individual payments otherwise due such 
producers pursuant to paragraphs (a) and (b) of 
this section. The handler then shall pay the 
individual producers the amounts due them by 
the respective dates specified in paragraphs (a) 
and (b) of this section. Any handler who the 
market administrator determines is or was 
delinquent with respect to any payment 
obligation under this order shall not be eligible 
to participate in this payment arrangement until 
the handler has met all prescribed payment 
obligations for three consecutive months. In 
making payments to producers pursuant to this 
paragraph, the handler shall furnish each 
producer the following information: 

(1) The identity of the handler and the 
producer and the month to which the payment 
anolies; 

(2) The total pounds and, with respect to 
final payments, the average butterfat content of 
the milk for which payment is bein2 made; 

(3) The minimum rate of payment required 
by the order and the rate of payment used if 
such rate is other than the applicable minimum 
rate; 

(4) The amount and nature of any deductions 
from the amount otherwise due the producer: 
and 

(SJ The net amount of payment to the 
producer. 

(e) The following conditions shall apply with 
respect to the payments prescribed in 
paraeraphs (a) through (d) of this section: 

(I J If the date by which such payments are to 
be made falls on a Saturday or Sunday or on any 
Monday that is an national holiday, such 
payments need not be made until the next day 
on which the market administnltor's office is 
ooen for oublic business: and 
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(2) If the application of§ 1126. 71 ( c)(2) or 
paragraph (e)(l) of this section results in a delay 
in the partial or final payments by handlers to 
the market administrator or by the market 
administrator to handlers, the corresponding 
partial or final payments prescribed in 
paragraphs (a) through (d) of this section may 
be delaved bv the same number of davs. 

(!) If the market administrator does not 
receive the full payment required of a handler 
pursuant to§ 1126.71, he shall reduce 
uniformly per hundredweight the payments due 
producers for their milk received by such 
handler by a total amount not in excess of the 
amount due from such handler. The market 
administrator shall complete such payments on 
or before the next date for making payments 
pursuant to this section following the date on 
which the remaining payment is received from 
such handler. 

(g) Subject to§ 1126.71(c)(l) and (2), each 
handler who receives bulk milk products from a 
pool plant operated by a cooperative association 
shall pay the following amounts for such milk to 
the market administrator, who in tum shall 
transmit such money to the cooperative 
association: 

(!)On or before the 26th day of each month, 
an amount determined by multiplying such 
receipts during the first 18 days of the month by 
the Class Ill price for the preceding month. If 
the handler so elects, such price may be adjusted 
by the butterfat differential specified in § 
1126.74 for the preceding month; and 

(2) On or before the 16th day after the end of 
each month, an amount determined by 
multiplying the quantity of such receipts during 
the month that was classified in each class 
pursuant to § l 126.42(a) by the applicable class 
price, as adjusted by the butterfat differential 
specified in§ 1126.74, less any payment made 
by the handler pursuant to paragraph (g)(l) of 
this section for such month. For the purpose of 
such computation. the applicable Class I price 
shall be the higher of the Class l prices 
applicable at the transferee-plant and the 
transferor-nlant. 
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Proposed 

( l) On or before the 23rd day of each month, 
an amount determined by multiplying such 
receipts during the first 15 days of the month by 
the Class III price for the preceding month 
multiplied by 1.3. lf the handler so elects, such 
price may be adjusted by the butterfat 
differential specified in§ 1126.74 for the 
nrecedinQ month: and 

(2) On or before the 15th day after the end of 
each month, an amount determined by 
multiplying the quantity of such receipts during 
the month that was classified in each class 
pursuant to § I 126.42(a) by the applicable class 
price, as adjusted by the butterfat differential 
specified in§ 1126.74, less any payment made 
by the handler pursuant to paragraph (g)(l) of 
this section for such month. For the purpose of 
such computation, the applicable Class I price 
shall be the higher of the Class 1 prices 
applicable at the transferee-plant and the 
transferor·olant. 
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§ 1126. 74 Butterfat differential. 

For milk containing more or less than 3.5 
percent butterfat, the uniform price shall be 
increased or decreased, respectively, for each 
one.tenth percent butterfat variation from 3.5 
percent by a butterfat differential, rounded to the 
nearest one-tenth cent, which shall be 0.138 
times the butter price less 0.0028 times the 
average price per hundredweight, at test, for 
manufacturing grade milk, f.o.b. plants in 
Minnesota and Wisconsin, as reported by the 
Department for the month. The butter price 
means the simple average for the month of the 
daily prices per pound of Grade A (92·score) 
butter. The prices used shall be those of the 
Chicago Mercantile Exchange as reported and 
published weekly by the Dairy Division, 
Agricultural Marketing Service. The average 
shall be computed by the Director of the Dairy 
Division, using the price reported each week as 
the daily price that day and for each following 
da until U1e next rice is re oned. 

§ 1126. 75 Plant location adjustment for producers and on nonpool milk, 

(a) In making the payments required (a) In making the payments required 
pursuant to§ 1126.73, the uniform price · pursuant to§ 1126.73, the uniform price 
computed pursuant to § 1126.61 for the month computed pursuant to§ 1126.61 for the month 
shall be adjusted by the amounts set forth in § shall be adjusted by the amounts set forth in § 
1126.52 according to the location of the plant 1126.52 except as provided through the 
where the milk being priced was received. following producer differentials: 

-~·· .. ········~···*'··--······-----·········-············-················ ...... 
Ad1ustmcnt Der 

Zones huntlredwe1gh1 

·~--······~-·----·-·--·-·-·········-·-·····~--···-···· 

tone 1 ............. ....... ,. . .,, . ...... .,.PJ(.1$ 67 cents 

2.Gne 2 ................................................................ Plw.s 67 cenlS 

Zone 3 ............ ...... "''' ... ....... Plus 67 c-enw 

Zone 4 ... Pl!-1$ 42 cent:i 

························--·························································· '" 
(b) For purposes of computing the value of 

other source milk pursuant to § 1126. 71, the 
weighted average price shall be adjusted by the 
amount set forth in § 1126.52 that is applicable 
at the location of the nonpool plant from which 
the milk was received, except that the adjusted 
weighted average price shall not be less than the 
Class III price, 

6/27/96 62 10:04 AM 



PART 1126 ·MILK IN THE GREAT SOUTHWEST MARKETING 
AREA 

Current Proposed 

§ 1126.76 Payment by handler operating a partially regulated distributing plant. 

Each handler who operates a partially 
regulated distributing plant that is not subject to 
a milk classification and pricing program that 
provides for marketwide pooling of producer 
returns and is enforced under the authority of a 
state government shall pay on or before the 25th 
day after the end of the month to the market 
administrator for the producer-settlement fund 
the amount computed pursuant to paragraph (a) 
of this section. If the handler submits pursuant 
to§§ l 126.30(b) and 1126.3 l(b) the 
information necessary for making the 
computations, such handler may elect to pay in 
lieu of such payment the amount computed 
pursuant to paragraph (b) of this section: ' 

(a) The payment under this paragraph shall 
be the amount resulting from the following 
comoutations: 

( l) Determine the pounds of route disposition 
in the marketing area from the partially 
reirulated distributing plant; 

(2) Subtract the pounds offluid milk 
products received at the partially regulaled 
distributing Plant: 

(i) As Class I milk from pool plants and 
other order plants, except that subtracted under 
a similar provision of another Federal milk 
order; and 

(ii) From another nonpool plant that is not an 
other order plant to the extent that an equivalent 
amount of fluid milk products disposed of to 
such nonpool plant by handlers fully regulated 
under any Federal milk order is classified and 
priced as Class I milk and is rrot used as an 
offset for any other payment obligation under 
anv order: 

(3) Subtract the pounds of reconstituted milk 
that are made from nonfluid milk products and 
which are then disposed of as route disposition 
in the marketing area from the partially 
rem•lated distributing olant; 

(4) Multiply the remaining pounds by the 
difference between the Class I price and the 
weighted average price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (except that the 
Class l price and the weighted average price 
shall not be less than the Class III orice); and 
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(5) Add the amount obtained from 
multiplying the pounds of labeled reconstituted 
milk included in paragraph (a)(3) of this section 
by the difference between the Class I price 
applicable at the location of the partially 
regulated distributing plant less $1.00 (but not 
to be less than the Class Ill price) and the Class 
Ill price. For any reconstituted milk that is not 
so labeled, the Class I price shall not be reduced 
by $1.00. Alternatively, for such disposition, 
payments may be made to the producer
settlement fund of the order regulating the 
producer milk used to produce the nonfluid milk 
ingredients at the difference between the Class I 
price applicable under the other order at the 
location of the plant where the nonfluid milk 
ingredients were processed (but not to be less 
than the Class Ill price) and the Class Ill price. 
This payment option shall apply only if a 
majority of the total milk received at the plant 
that processed the nonfluid milk ingredients is 
regulated under one or more Federal orders and 
payment may only be made to the producer
settlement fund of the order pricing a plurality 
of the milk used to produce the nonfluid milk 
ingredients. This payment option shall not apply 
if the source of the nonfluid ingredients used in 
reconstituted fluid milk products cannot be 
determined b the market administrator. 

(b) The payment under this paragraph shall 
be the amount resulting from the following 
com utations: 

(I) Determine the value that would have been 
computed pursuant to § 1126.6 for the partially 
regulated distributing plant if the plant had been 
a pool plant, subject to the following 
modifications: 

(i) Fluid milk products and bulk fluid cream 
products received at the partially regulated 
distributing plant from a pool plant or an other 
order plant shall be allocated at the partially 
regulated distributing plant to the same class in 
which such products were classified at the fully 
re lated lant; 
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Proposed 
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(ii) Fluid milk products and bulk fluid cream 
products transferred from the partially regulated 
distributing plant to a pool .plant or an other 
order plant shall be classified at the partially 
regulated distributing plant in the class to which 
allocated at the fully regulated plant. Such 
transfers shall be allocated to the extent possible 
to those receipts at the partially regulated 
distributing plant from pool plants and other 
order plants that are classified in the 
corresponding class pursuant to paragraph 
(b)(l)(i) of this section. Any such transfers 
remaining after the above allocation which are 
classified in Class I and for which a value is 
computed for the handler operating the partially 
regulated distributing plant pursuant to 
§1126.60 shall be priced at the uniform price 
(or at the weighted average price if such is 
provided) of the respective order regulating the 
handling of milk at the transferee·plant, with 
such uniform price adjusted to the location of 
the nonpool plant (but not to be less than I.he 
lowest class price of the respective order), 
except that transfers of reconstituted skim milk 
in filled milk shall be priced at the lowest class 
price of the respective order; and 

(iii) If the operator of the partially regulated 
distributing plant so requests, the value of milk 
determined pursuant to§ 1126.60 for such 
handler shall include, in lieu of the value of 
other source milk specified in§ 1126.60(!) less 
the value of such other source milk specified in 
§ 1126.7l(b)(4), a value of milk determined 
pursuant to § 1126.60 for each nonpool plant 
that is not an other order plant which serves as a 
supply plant for such partially regulated 
distributing plant by making shipments to the 
partially regulated distributing plant during the 
month equivalent to the requirements of§ 
1126.7(b) and the corresponding provisions of§ 
1126.71d), subiect to the following conditions: 

(a) The operator of the partially regulated 
distributing plant submits with his reports filed 
pursuant to §§ l 126.30(b) and 1126.3 l(bJ 
similar reports for each such nonpool supply 
nlant; 

(b) The operator of such nonpool supply 
plant maintains books and records showing the 
utilization of all skim milk and butterfat 
received at such plant which are made available 
if requested by the market administrator for 
verification pumoses; and 
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(c) The value of milk determined pursuan1 to 
§ 1126.60 for such nonpool supply plant shall 
be determined in the same manner prescribed 
for computing the obligation of such partially 
remllated distributing plant; and 

(2) From the partially regulated distributing 
plant's value of milk computed pursuant to 
oara~ranh lh11J) of this section, subtract: 

(i) The gross payments by the operator of 
such partially regulated distributing plant, 
adjusted to a 3.5 percent butterfat basis by the 
butterfat differential specified in§ 1126.74, for 
milk received at the plant during the month that 
would have been producer milk if the plant had 
been fully re!!lllated; 

(ii) If paragraph (b)(l)(iii) of this section 
applies. the gross payments by the operator of 
such nonpool supply plant, adjusted to a 3.5 
percent butterfat basis by the butterfat 
differential specified in § I 126. 74, for milk 
received at the plant during the month that 
would have been producer milk if the plaot had 
been fullv re01•lated; and 

(iii) The payments by the operator of the 
partially regulated distributing plant to the 
producer-settlement fund of another order under 
which such plant is also a partially regulated 
distributing plant and like payments by the 
operator of the nonpool supply plant if 
oaragraph (b )(!)(iii) of this section annlies. 

(c) Each handler who operates a partially 
regulated distributing plant which is subject to 
marketwide pooling of returns under a milk 
classification and pricing program that is 
,imposed under the authority of the state 
government shall pay on or before the 25th day 
after the end of the month to the market 
administrator for the producer settlement fund 
an amount comouted as follows: 

( l) Determine the pounds of route 
disposition in the marketing area from the 
uartially re!!Ulated distributing plant; 

(2) Subtract the pounds of fluid milk 
products received at the panially regulated 
distributing olant; 

(i)As Class I milk from pool plants and other 
order plants, except that subtracted under a 
similar provision under another federal milk 
order: 
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(c) Any handler may elect partially regulated 
distributing plant status for any plant with 
respect to receipts of nonfluid milk ingredients 
assigned to Class I use under§ I 126.43(d). 
Payments may be made to the producer· 
settlement fund of the order regulating the 
producer milk used to produce the nonfluid milk 
ingredients at the difference between the Class I 
price applicable under the other order at the 
location of the plant where the nonfluid milk 
ingredients were processed (but not to be less 
than the Class III price) and the Class lII price. 
This payment option shall apply only if a 
majority of the tot<:tl milk received at the plant 
that pr0<;essed the nonfluid milk ingredients is 
regulated under one or more Federal orders and 
payment may only be made to the producer. 
settlement fund of the order pricing a plurality 
of the milk used to produce the nonfluid milk 
ingredients. This payment option shall not apply 
if the source of the nonfluid ingredients used in 
reconstituted fluid milk products cannot be 
detennined bv the market administrator. 
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(ii) From another nonpool plant that is not 
an other order plant to the ex1ent that an 
equivalent amount of fluid milk products 
disposed ofto such nonpool plants by handlers 
fully regulated under any federal milk order is 
classified and priced as Class I milk and is not 
used as an offset for any other payment 
obJiqation under anv order: 

(3) Determine the value of the remaining 
pounds according to the difference between the 
appropriate Class prices applicable at the 
location of the partially regulated distributing 
plant (but not to be less than zero) as 
announced by the state order and as determined 
nursuant to §1!26.52. 

(d) Any handler may elect partially regulated 
distributing plant status for any plant with 
respect to receipts of nonfluid milk ingredients 
assigned to Class I use under§ l 126.43(d). 
Payments may be made to the producer· 
settlement fund of the order regulating the 
producer milk used to produce the nonfluid 
milk ingredients at the difference between the 
Class I price applicable under the other order at 
the location of the plant where the nonfluid 
milk ingredients were processed (but not to be 
less than the Class Ill price) and the Class III 
price. This payment option shall apply only if a 
majority of the total milk received at the plant 
that processed the nonfluid milk ingredients is 
regulated under one or more federal orders and 
payment may only be made to the producer
settlement fund of the order pricing a plurality 
of the milk used to produce the nonfluid milk 
ingredients. This payment option shall not 
apply if the source of the nonfluid ingredients 
used in reconstituted fluid milk produc;ts c;annot 
be determined bv the market administrator. 
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§ 1126.17 Adjustment of accounts. 

Whenever audit by the market administrator 
of any handler's reports books, records, or 
accounts discloses adjustments to be made, for 
any reason, which result in moneys due the 
market administrator from such handler, the 
market administrator shall promptly notify such 
handler of any such amount due, and payment 
thereof shall be made on or before the next day 
for making payment set forth in the provision 
under which such error occurred. Any moneys 
found to be due a haudler from the market 
admiuistrator shall be paid promptly to such 
handler, except that the market administrator 
shall offset any moneys due a handler against 
mone s due from such handler. 

Proposed 

§ 1126. 78 Charges on overdue accounts. 

Any unpaid obligation of a handler pursuant 
to§§ 1126.71, 1126.73(g), 1126.76, 1126.77, or 
1126.85 shall be increased three-founhs of I 
percent per month beginning on the first day 
after the due date, and on each date of 
subsequent months following the day on which 
such type of obligation is normally due, subject 
to the following conditions: 

(a) The amounts payable pursuant to this 
section shall be compllled monthly on each 
unpaid obligation, which shall include any 
unpaid interest charges previously computed 
Pursuant to this section: and 

(b) For the purpose of this section, any 
obligation that was determined at a date later 
than tl1at prescribed by the order because of a 
handler's failure to snbmit a report to the 
market administrator when due shall be 
considered to have been payable by the date it 
would have been due if the report had been filed 
when due. 
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ADMINISTRATIVE ASSESSMENT AND 
MARKETING SERVICE DEDUCTION 

§ 1126.85 Assessment for order administra1ion. 

As his pro rata share of the expense of 
administration of the order, each handler shall 
pay to the market administrator on or before the 
16th day after the end of the month 4 cents per 
hundredweight, or such lesser amount as the 
Secretarv mav orescribe. with respect to: 

(a) Receipts of producer milk (including such 
handler's own production) other than such 
receipts by a handler described in§ I 126.9(c) 
that were delivered to pool plants of other 
handlers or held in inventory at the end of the 
month; 

(b) Receipts from a handler described in § 
l 126.9(c); 

(c) Receipts of concentrated fluid milk 
products from unregulated supply plants and 
receipts of nonfluid milk products assigned to 
Class I use pursuant to § l 126.43(d) and other 
source milk allocated to Class I pursuant to § 
1126.44(a)(7) and (a)(ll) and the 
corresponding steps of§ l 126.44(b), except 
such other source milk that is excluded from the 
computations pursuant to § l 126.60(d) and(!); 
and 

(d) Route disposition from a partially 
regulated distributing plant in the marketing 
area that exceeds the skim milk and butterfat 
specified in~ 1126.76(a)(2). 
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§ 1126.86 Deduction for marketing services. 

(a) Except as set forth in paragraph (b) of 
this section, the market administrator, in 
making payments to producers pursuant to § 
1126. 73, shall decluct 5 cents per 
hundredweight. or such lesser amount as the 
Secretary may prescribe, with respect to the 
milk of such producer (except a handler's own 
farm production) for whom the marketing 
services set forth in this paragraph are not being 
performed by a cooperative association as 
determined by the Secretary. The moneys shall 
be used by the market administrator to verify or 
establish weights, samples, and tests of producer 
milk and to provide producers with market 
information. The services shall be performed by . 
the market administrator or an agent engaged 
b and res onsible to him. 

(b) In the case of producers for whom a 
cooperative association is actually performing 
the services set forth in paragraph (a) of this 
section, the market administrator shall make, in 
lieu of the deduction specified in paragraph (a) 
ofthis section, such deductions from the 
payments to be made to such producers as may 
be authorized by the membership agreement or 
marketing contract between such cooperative 
association and such producers and on or before 
the 18th day after the end of each month shall 
pay such deductions to the cooperative 
association rendering such services, 
accompanied by a statement showing the 
quantity of milk for which a deduction was 
com uted for each such roducer. 
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