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PRODUCERS APPROVE AMENDMENTSREVISING
CLASSIII AND IV PRICE FORMULAS

Producers supplying milk for each of tie 11 Federal milk
markets have approved amendments to the current Class I11 and 1V
Federal milk order pricing formulas. UDA determined producer
approvd by polling he producer cooperative associationsin nine of
the markets, and by conducing referenda in the Natheas and
Mideas mark ets. T heamended orderswill become effectiveformilk
marketed on or after April 1, 2003.

Thefinal rule culminates a process that began with the 1996
Farm Bill. Historically, UDA edablished minimum prices under
Federal ordersformilk used in m anufacturing by surveying theprices
paidformanufacturing grademilk by unregulated plantsin Minnesota
and Wisconsin. How ever, by the late 1990s declining supplies of
manufacturing grade milk necesstated that a new procedure be
deve oped to determine the value of milk used in m anufacturing.As
partof acom prehendveeffortto conlidate and reform Federal milk
marketing ordersunderthe 1996 Fam Bill, USDA deve oped pricing
formulas for Class Il and Class IV milk based on whol esale prices
of manufactured dairy products. These pricing formulas were
implemented on January 1, 2000, asrequired by he1996 Farm Bill.

Congress mandated that UDA review the pricing formulas
folloning the reform effort. A public hearing washeld May 8-12,
2000, to condder proposals to change the formulas. Effective
January 1, 2001, UDA issued revised formulas th at were enjoined
by a U.S. District Court at the end of January. In O dober 2001,
follavingthecourtinjunction, UD A issued arecommended decision
to dter the pricing formulas. A final decision altering the formulas
was issued October 25, 2002, and printed in the Federal Register
November 7,2002.

For copiesof this final ruleand additiona information, contact
Mideas Market Administrators Office, David Z. Walker, UDA/
AM S/Dairy Programs, P.O. B ox 30128, Cleveland, OH. 44130-
0128, Tdephone(440)826-3220; email: dw aker@fmmaclev.com.
Thefinal ruleand additiona backgroundinformation can beaccessed
on theweb at http://www.ams.usda.gov/dairy.

FORWARD CONTRACTING STUDY RELEASED

The UDA/AM S Dairy Programs has released a study of the
implementation of the Dairy Forward Pricing Pilot Program. T his
program was mandated by T he C onsolidated AppropriationsAct of
2000. T helaw alavsproprietarymilk handlers regulated underthe
Federal milk order program to contract for future deliveries of milk
fran milk producers or their cooperative asociations at prices
exempt fran minimum Federal milk m arketing order blend prices.

Market Administrator's

leel:l ;a

-

Tdl Free: (888)751-3220

This study examines the Dairy Forward Pricing Pilot Program
(Program) over the period of ime from September 2000 through
March 2002, a period of nineteen months As measured in terms of
reduction in price volatiity, the Program has been effective The
averagemonthly pricereceivedforcontract milk w as$14.02, ranging
from alow of $13.23to ahigh of $14.86. T heaverage monthly price
of thesamemilk, had it not been undercontract, was$14.51, ranging
from alow of $12.04 to ahigh of $17.75. Over the gudy period, the
volum eofm ik m arkeed undercontactwasgreatestin monthswhen
contract priceswere below non-contract prices.

Contract pricesareinfluenced by forecasts of mark et conditions
at thetime contractsare sgned. I n this respect, the behavior pattern
is similar to that of the CM E Class Il futures market. Returns to
Program participating producers have generally been asgood as if
not better than, returns to producers from hedging on the futures
market. Datafor thesudy period,and limitedinformation conceming
pricespas thesudy period, indicatethatpricesreceived for contract
milk m ay beabout the same aslong-run average non-contract prices
for U.S. Grade A milk.

Participation in theProgram hasbeen small when cond dered in
termsof numbersof producers numbersofhandl ers, or milk quantities.
A total of 1,452 producers and 22 handlers participated in the
program over the gudy period. On a monthly average bass, 3.9
percent of eligible producers participated in the program, and 5.7
percent of proprietary manufacturing plants participated. C ontract
milk averaged 5.3 percent of pooled milk received from digible
producers per month. Participation by producers pesked in A pril

(continued on Page 3)

JANUARY 2003
POOL SUMMARY
Classification of Producer Milk Percent
Class | 596,358,649 40.8
Class I 154,264,306 105
Class IlI 651,201,747 445
Class IV 61,033,625 4.2
Taal 1,462858327 100.0
Producer Prices
Producer Price Differential $1.27 /cwt
B utterfat Price 1.1856 /1b
Protein Price 18164 /1b
Other Solids Price 0.0339 /1Ib
Somatic C el Adjustment Rate 0.00057 /cwt
Satistical Uniform Price 11.05 /cwt
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ANNOUNCEMENT OF PRODUCER PRICES

Federal Order No. 33
JANUARY 2003

COMPUTATION OF PRODUCER PRICE DIFFERENTIAL

XKIM / NONFAT OTHER
POUNDS BUTTERFAT PROTEIN SOLIDS SOLIDS ICE VALUE

Class | Skim Value 585,249,239 $867 /cwt $ 50,741109.01
Class | Butterfat 11,109,410 1.1984/ Ib 1331351694
Class | Location Differential 596,358,649 (314,461.71)
Class Il NFVaue 12,970,364 0.8189/ Ib 1062143110
Class Il Butterfat 12,246,660 1.1926/ Ib 1460536672
Class Il Protein V due 20,000,080 1.8164/1b 3632814531
Class Il Other Solids Value 37,287,199 0.0339/ Ib 126403605
Class 111 Butterfat 22,929,018 1.1856/ Ib 2718464372
Class IV SNFVaue 4,725,062 0.6807 / Ib 321634966
Class IV Butterfat 9,202,008 1.1856/ Ib 1090990070
Somatic Cdl Value Il /111 /1V 361960.51
TOTAL PRODUCER MILK VALUE 1,462,858,327 55,487,096 45,005,381 83,547,442 $ 168,231998.01
Oveaages $3114916
Beginning Invenbry (36,986.89)
TOTAL ADJUSTMENTS $ (5,83773)
TOTAL HANDLER OBLIGATIONS $ 168,226,160.28
Total Protein V due 45,005,381lbs @ $18164 $ (81747,77407)
Total Other Solids Value 83,547,442lbs @ 00339 (283225829)
Butterfat Value 55,487,096lbs @ 11856 (65,785,501.02)
Total Somatic Cdl Values (543,98630)
TOTALS $ 17,316640.60
Net Producer L ocation Adjusments $ 1,285914.56
1/2 U nobligated Balance Producer Settlam et Fund 665000.00
Total - Divided by T ol Pounds 1,462,858,327 Ibs 1.3171170 $ 19,267555.16
Rate of Cash Reserve (00471170) (689,25496)
PRODUCER PRICE DIFFERENTIAL at Cuyahoga County, OH* 1,462,858,327 $1.27 / cwt $ 18,578300.20

COMPONENT PRICES

COMPUTATION OF UNIFORM PRICE

January January
2003 2002 2003 2002
Butterfat Price $11856 /Ib $14846 /lb Class Il Price -3.5% BF $ 9.78 $1187
Protein Price 18164 /1b 19660 /b Producer Price Differential* 1.27 101
Other Solids Price 00339 /1b 01392 /b Statistical Uniform Price $1102 $1288
Somatic Cdl Adjustment Rate 0.00057 /cwt 0.00065 / cwt
Nonfat Solids Price 06807 /1b 07761 /1b
CLASS PRICES CLASSIFICATION OF PRODUCER MILK
January January
2003 2002 2003 2002
Class I* $1256 $1396 Product Ibs. Product Ibs.
Class I 1129 1269 Class | 596,358,649 577,948,671
Class Il 978 1187 Class I 154,264,306 203,175,073
Class IV 1007 1193 Class Il 651,201,747 584,307,106
Class IV 61,033,625 60,184,551
* Subject to L ocation Adjustment. Total 1,462,858,327 1,425,615,401

ORDER 33 MARKET SUMMARY

The Producer Price Differential for the Mideast Marketing Area for
January 2003 was$1.27 and the Statistical Uniform Pricewas$1105 forthe
month. The Statistical Uniform Price is down 7 cents fran last month, and
is $1.83 lower than January 2002.

The Producer Butterfat Price of $1.1856 per pound decreased 0.66
cents from D ecem ber 2002 and s dow n 29.90 cents from ayear ago. The
Protein Price of $18164 isup 6.58cents fran last month and is down 14.96
cents from Januay 2002. T he Other SolidsPricein January was$0.0339 per
pound, adecrease fran lastmonth’ sprice of $0.0584 and adecrease of 10.53
cents fram last January . The Somatic Cdl Adjustment rate for January was
$0.00057.

January producer receipts of 1.46 hillion pounds were 7.3 percent
higher than December 2002, and 2.6 percent higher than January 2002
production of 143 bilion pounds. Producer milk alocated to Class |
accounted for 40.8 percent of the total producer milk in January 2003, more
than the 404 percentin December and the 40.5 percent in January 2002. A
otal of 10547 producers were pooled on the Mideast Order with an average
daly ddivery of 4,474 pounds compared to 11,143 producers pooled in
January 2002 with an average daily ddivery of 4,127 pounds

T he market average content of producer milk w as as folows: B utterfat
3.79%; Protein 308%; Other Solids 5.71% and N onfat Solids 8.79%.
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2001 with 1,141 producers participating, but dropped off sharply in
2002, reaching a low pant of 137 producers in February 2002.
Participation by handlers pesked in September and October 2001
with 21 handlersparticipating. Participation declined to 16 handlers
by March 2002. Forpartcipating handlersthe averagepercentage of
eligibleproducer milk undercontractin m akeswith participationin
2001 ranged between 23 and 30 percent. T he percentagedropped to
lessthan 15 percent in 2002.

During the sudy period, there wasa decrease in the percentage
of small producersparticipatingin the Program. Morethan half ofthe
participants marketed | essthan 100,000 poundsper month at the sart
of the gudy period. T he percentage in this small-producer category
had declined tolessthan 20 percent by theend of thestudy period. By
contrag, the percentage of large producers—those marketing more
than 1 million poundsper month—made up around 3 percent of the
total atthebeginning of the sudy period,and increased o around 20
percentby 2002.

Althoughtherehasbeen forward contractactivity in seven ofthe
eleven Federal Milk Marketing Orders, activity hasbeen concentrated
overwhe mingly among cheese manufacturers in the north central
area of thecountry. Mog of the participating producersand handlers
pooled milk onthe Upper Midw es,C entral,and Midead orders. On
average about 46 percent of the contract milk hasbeen pooled on the
Upper Midw et ord er. Of the total number of producers, 45 percent
havefarmslocated in Wisconsin while33 percenthav efarms located
in Minnesota. Although the Central order had fewer participating
producersthan the Upper Midw esthe C entralorderhad the highest
participationrateamong €igibleproducersin mog months With the
exception of the four beginning months of the Program, more than
half of theparticipating handlershavehad milk pooled onthe Upper
Midw estorder. Further information and a copy of the sudy can be
found atwww.ams.usda.gov/dairy/index.htm

USDA ANNOUNCESINTERIM ORDER TO AMEND
THE CENTRAL MILK MARKETING ORDER

The U.S. Department of Agriculture issued an interim order
amending thecurrent pooling provisionsof theCentral milk m arkeing

order. The tentative final decison for the Central order, issued
November 8, 2002, was approved by dairy farmers.

This interim order amends pooling gandards to prevent the
ingppropriate pooling of milk on the Central order. T he gpproved
amendments eliminate the ability to simultaneoudy pool milk onthe
Central milk orderand on aState-operated orderthathasmarketwide
pooling. Theinterim order also will: establish low & but year-round
aupply plantperformancesandards;notconsderthevolumeof milk
shipm ents to distributing plants regulated by another Federal milk
order as a qualifying shipm et on the Central order; exclude from
receipts diverted milk m adeby apool plantto another pool plantin
determining pool plant diversion limits; and, edablish a “net
shipm ets” provision for milk deliveriesto distributing plants.

Theinterim order was published in the February 12 Federal
Register and becomes effective on March 1, 2003.

DECEMBER MILK PRODUCTION UP 1.8 PERCENT

Milk production in the 20 major Satesduring December totaled
12.2 billion pounds, up 1.8 percent fran D ecember2001. November
revised production,at117 bilion pounds,wasup 1.4 percent fran
November 2001. T heNovember revision represented a decrease of
0.4 percent or 43 million pounds fran last month’s preliminary
production edimate.

Production per cow in the20 major Sates averaged 1,567 pounds
for December, 18 pounds above December 2001.

T henumber of milk cowson farms in the 20 major States was
7.80 million heed, 47,000 head more than December 2001,and 6,000
head more than November 2002.

TheMideag Marketing Area has four statesrepresented in the
20 major statesused above. T hey are Indiana, Michigan, Ohio, and
Penngylvania. Milk production in these Midead states during
December totaled 2.0 billion pounds, down 0.1 percentfrom D exem ber
2001.

Production percow inthe Midead statesaveraged 1,526 pounds
for December, 21 pounds above December 2001.

T he number of cows on farms in the Midead states was 1.3
million head, 6,000 heed less than December2001.

Weighted Averages - Butterfat, Protein, Other Solids, Somatic Cell Count by State
Federal Order No. 33

December 2002*

Weighted Averages—---
Other
Solids

Pounds of
Milk (000)

Num ber of

State Producers Butterfat  Protein

December 2001

scC
(000)

Other
Solids

scC
(000)

Pounds of
Milk (000) Butterfat Protein

3.74
3.93
381
3.88
3.92
381
3.89
3.96
3.87
3.95

3.09
3.16
3.05
3.14
3.14
3.07
3.06
3.19
3.10
3.14

Michigan
Ohio
Wisconsn
Indiana
Penngylvania
New Y ok
Ilinois

West Virginia
Minnesota
Other

2,555
2,662
2,038
1,287
1,406
488
88

86

44
96

458567
310674
259,115
137261
120759
47774
12337
6,410
4,127
6,557

1,363582 3.83

Total/Average 10,50 3.11

* Totals may notadd due b rounding. Dat provided on a one month delay bass.

5.72
5.69
5.67
5.70
5.66
5.66
5.74
5.67
5.75
5.69

5.69

258
300
257
266
368
273
293
403
300
332

464324 3.73 3.07
334582 3.82 311
357822 3.78 3.05
129508 3.86 3.12
134865 3.87 3.10
103989 3.71 3.00
12770 381 3.08
7,676 3.80 3.16
4,052 3.83 3.09
9,981 3.85 3.12

5.72
5.69
5.66
5.70
5.66
5.68
5.73
5.68
5.76
5.70

264
284
286
2.95
323
231
303
371
425
325
280 3.78 3.08 5.69

1,559570 281
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The United States Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual
orientation, and marital or familial status. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for communication of program information (braille, large
print, audiotape, etc.) should contact the USDA's TARGET Center at (202)720-2600 (voice and TDD).

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Jamie L. Whitten Building, 14th and Independence Avenue SW. Washington, DC 20250-9410 or call (202) 720-
5964 (voice and TDD). USDA is an Equal Opportunity provider and employer.

FEDERAL ORDER DATA
JANUARY 2003

Producer Milk Class | Producer Statistical
Marketing Area 1/ Taal Class | Percent Price Differentia Uniform Price
(000) (000) %
FO1 Northeag - (Boston) 2,058,167 932,008 453 $2.41 $12.19
FO5 Appdachian - (Charlotte) 578,496 412,970 714 2/ 12.94
FO 6 Forida - (Tampa) 256,031 227,650 88.9 2/ 14.18
FO7 Southeast - (Atlanta) 663,968 426,901 64.3 2/ 12.68
FO 30 Upper Midwes - (Chicago) 1,845,766 362,372 19.7 0.58 10.36
FO 32 Centra - (Kansas City) 1,676,984 437,164 26.1 0.89 10.67
FO 33 Mideast - (Cleveland) 1,462,858 596,359 40.8 1.27 11.05
FO 124 Pacific N orhw eg - (Seattle) 620,224 188,939 30.5 0.98 10.76
FO 126 Southwest - (Dallas) 838,639 371,606 443 2.10 11.88
FO 131 Arizonal asVegas- (Phoenix) 272,292 88,117 324 2/ 10.97
FO 135 Wedem - (Salt Lake City) 507,837 95,158 18.7 0.71 10.49

1/ Names in parentheses are principal points of markets.
2/ Producers in these markets are paid on the bass of a uniform skim and butterfat price.

MINIMUM PARTIAL PAYMENT PRICE FOR FEBRUARY 2003 ..........ccocceveiiiiienneenns $9.78 /ewt.
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MIDEAST MARKETING AREA

FEDERAL ORDER 33

BALANCE SHEET

MARKETING SERVICE FUND

As of December 31, 2002

ASSETS

Current Assets:
Cash and Bank Depodts
Invesments
Accounts Receivable - Handlers
Allow ance for Uncollectible Accounts
Accounts Receivable - Other
Accrued Interest Receivable

Other Assets:
Prepaid Expenses
Depodts

Fixed Assets:
Motor Vehicles
Accumulated Depreciation
Fumiture and Equipment
Accumulated Depreciation
L aboratory Equipment
Accumulated Depreciation
L eesshold Improvements
Accumulated Depreciation

Total Assets
LIABILITIES AND OPERATING BALANCE

Current Liabilities:
Accounts Payable - Other
Accrued Empoyee Salaries Payable
Accrued Empoyee Annud L eave
Payroll Contributions and Withholdings

Operating Balance

Total Liabilities and Oper ating Balance

©

140,033.18
500,000.00
183,956.93
(187.35)
.00
3,606.34

$  7,409.22
43.66

$ 517,967.39
(351,900.01)
72,908.32
(657,764.13)
634,349.75
(611,874.15)
78,134.02

(65,143.14)

$1,051,540.03

$ .00
9,119.16
100,371.16
2,230.86

$_939,818.85

$1,051,540.03
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| ncome:

MIDEAST MARKETING AREA
FEDERAL ORDER 33

INCOME AND EXPENSE STATEMENT

MARKETING SERVICE FUND

For the Year Ending December 31, 2002

Assessments or Deductions
L ae Payment Chages Assessed

InterestEaned
Miscellaneous

Total |ncome

Expenses:
Sdaries and Sevices

Travel
Communications

Empoyer Payroll Contributions

Insurance

Rent - Buldings and Equipment

Repairs and Maintenance

Supplies
T eging and Weighing
Utilities

Depreciation of Fixed Assets
Conferences and Meetings

Training
Uncollectible Accounts
Miscellaneous

Amortization of L easshold Improvements

Total Expenses

Net | ncome

$2,253,793.52
.00

9,086.13
48,155.10

$2,311,034.75

$1,175,432.28
133,998.21
114,277.93
287,793.93
8,208.44
78,701.70
25,703.71
136,772.41
26,135.47
15,638.18
192,400.79
.00
6,823.65
.00
2,203.06
19,486.41

$2,223,576.17

$_ 87,458.58



