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IUy name is Thomas Pittman and I am employed as Director of Milk Accounting and Economic 
Analysis for Southeast Milk, Inc. The business address is 1950 SE Highway 484, Belleview, 
Florida 34420. 

Southeast Milk, Inc., (SMI) is a dairy cooperative that markets milk for almost 300 dairy producers 
in Florida, Georgia, Alabama, and Tennessee. The cooperative markets over 2.9 billion pounds of 
milk annually in the Florida and Southeast Orders Combined and is the lzth largest cooperative in 
the United States. The predominate market for SMI milk is Class I, regulated, bottling plants. 

The Class I utilization in Federal Order 6, the Florida Federal Order, averages over 82% throughout 
the year. The remaining Class 11, Ill, and IV utilization in the order is comprised of some ice cream 
manufacturing by Class I pool plants, inventory classification, small manufacturing plants milk 
usage, dumped milk, shrinkage, etc. 

The Class I price that accounts for the majority of the producers' pay price in Florida is based on 
the advanced Class Ill and IV Federal Order prices. Annually, the Class I mover accounts for 
about 65% of the dairy farmer pay price in Federal Order 6. If a change is made to the Class Ill 
and IV product price formulas without regard to the impact on the Class I market, the pay price to 
dairy farmers in Florida is directly impacted. Exhibit 13 - page 3 presented by USDA, represents 
the calculated impact to the Class I mover and Class I prices under all proposed scenarios for 
Federal Order 6. 

Under the best-case scenario, SMI producer income will be reduced by $6.3 million annually and 
under the worst-case scenario producers will lose almost $14 million in revenue in one year alone. 
SMI producers located in Federal Order 6 and 7 cannot sustain this loss. 

Under each scenario, economic analysis provided by the Department demonstrates little change in 
the price of fluid milk at the retail level. The change that is predicted by the model shows a fluid 
milk price decrease to the consumer. The dairy farmers concentrated in the Class I market are 
absorbing the price decrease experienced by the consumers, which is at the expense of the 
southeast dairy industry. 

Although the Florida and Southeast Federal Orders do maintain a reasonable level of over-order 
premiums, the revenue lost by the change in the Class I mover and subsequently the Class I Price 
and Uniform Blend Prices will be very difficult to make up through additional premium. The 
revenue will be a direct loss to the dairy farmers supplying the Class I market. The dairy industry in 
the Southeast and Florida is struggling to maintain a local supply of milk to meet consumers' fluid 
milk needs. Since 1990 to 2004, milk production decreased from 16.2 billion pounds to 11.7 billion 
pounds, a 28% decrease, while in that same period US milk production grew over 15% to 170.8 
billion pounds. Alabama, Arkansas, and Louisiana, which reside in the Southeast Order, cannot 
produce enough milk to supply even 50% of the consumers' Class I or fluid needs. 

The southeast dairy producers, especially producers located in Florida, face unique challenges not 
present in other regions of the U.S. Weather conditions such as hurricanes and long spells of hot 
humid weather; escalating land values and stringent environmental regulations have lead to the 



decline in dairy farms. Any additional reduction in the Class I price will expedite the 
decline in production to the point that the southeast dairy industry will have no chance of 
recovery. 

Florida's population from 1990 to 2000 grew almost 24% according to US Census 
Bureau. With the projected increase in Florida's population in the year 2030 at 80% 
growth from 2000; it will be very difficult for local milk production to keep up with 
consumer consumption of fluid milk. Georgia is expecting a growth of 47% from year 
2000 to 2030. The southeast and Florida will be one of the fastest growing areas in 
population in the US. The fundamental challenge, as provided by the AMA, is to insure a 
sufficient quantity of pure and wholesome milk and be in the public interest. SMI 
believes that the southeast must focus on maintaining a long-term, local supply to meet 
the stated objectives. It is vital to the southeast dairy industry to keep dairy farmer 
income levels in this region at levels that will sustain local milk production and support 
the needs of the growing population. 
(I have attached a table from the US Census Bureau indicating that by the year 2030, 
population in Florida and Georgia is projected to increase by 80% and 47% respectively, 
which both are in the top eight states for population growth.) 

SMI operates an Ultra-Filtration (UF) plant located in Baconton, GA, from December 
through July of each year. The balancing plant operates to process surplus milk only 
when the fluid market does not need the milk or cannot hold the milk during the holidays 
or extreme weather conditions. SMI's own plant does experience the same issues with 
energy and labor cost increases that the rest of the manufacturing plant community 
encounters. 

While SMI recognizes and appreciates the need to adjust the make allowances for the 
plight of the dairy manufacturing plants, the Class I market cannot be sacrificed- at the 
same time. The Department cannot solve one issue in the manufacturing arena without 
earnestly evaluating the impact on the entire industry. The dairy farmers that supply the 
fluid needs of the country should not be asked to subsidize the manufacturing market. 
Therefore SMI opposes proposal No. 1. 

However if the Department should decide to adjust the make allowances, we encourage 
the adjustments only apply to Class III and IV and the make allowance to calculate the 
advance Class I price remain as is. 




