
December 4, 2020 

VIA FIRST CLASS MAIL, FACSIMILE (651) 406-9676 and ELECTRONIC MAIL 

Richard Reding, Esq. (rreding@askllp.com)  
Gary Underdahl, Esq. (gunderdahl@askllp.com)  
Anastasia Kazima, Esq. (akazmina@askllp.com) 
Kara Casteel, Esq. (kcasteel@askllp.com)  
ASK, LLP 
2600 Eagan Woods Drive, Suite 400 
St. Paul, Minnesota 55121 

Re: In re: Southern Foods Group, LLC, et al., Bankr. Case No. 19-36313; United 
States Bankruptcy Court for the Southern District of Texas 

Dear Counsel: 

The American Farm Bureau Federation (“AFBF”) is a voluntary general farm organization 
formed in 1919. Representing almost six million member families through Farm Bureau 
organizations in all fifty states plus Puerto Rico, AFBF is the largest general farm organization in 
the United States. AFBF has a dedicated staff and expends considerable resources to advocate 
before Congress, the Executive Branch, and federal courts on issues affecting America’s farmers 
and ranchers. AFBF’s purpose is to advance, promote, and protect the economic, business, social, 
and educational interests of farmers and ranchers across the United States. 

We are advised that hundreds of milk dairy farmers (hereinafter, “Producers”) located 
throughout the United States upon whose behalf AFBF advocates have received letters from your 
office in reference to the subject bankruptcy cases (“Letters”).1 The Letters allege that the 
Producers received preferential transfers from Dean Foods Company, a debtor in the referenced 
cases (the “Debtor”), within ninety (90) days of its bankruptcy filing. The Letters make demand 
upon the Producers to return the alleged preferential transfers less “any allowed new value” and a 
10% “settlement” discount. The Letters state that if the Producers do not accept the offer of 
settlement the Debtor will initiate legal action to recover the alleged preferential transfers. 

As an initial matter, and aside from the merit of the Debtor’s allegations, it is reprehensible 
that the Debtor would target hardworking dairy farm families to recover payments honestly earned 
for the supply of milk that allowed the Debtor to generate revenue and conduct its business. Many 
Producers are independent farmers who are struggling through a multi-year downturn in milk 
prices, and a difficult economic environment with the Covid-19 pandemic that has increased milk 
price volatility above anything farmers have ever experienced. These Letters have put Producers 
who are already at the brink in an impossible position—either pay the amounts demanded or incur 
the cost of legal counsel to defend against the Debtor’s allegations.  

1 An example of a Letter is attached as Exhibit A.  
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Forcing this dilemma onto Producers is all the more outrageous because, as explained 
below, the allegations in the Letters are without merit, are deceptive and constitute an abuse of 
process that attempts to extract funds that the Debtor is not entitled to under the threat of a lawsuit. 
Put plainly, your letters are a predatory shakedown, written in legalese.  

The Debtor’s demand for repayment in the Letters is without merit because the Producers 
have a complete defense to any alleged preferential payment under 11 U.S.C. § 547(c)(2)(B) that 
the Debtor seeks to recover. Section 547(c)(2)(B) provides in pertinent part, as follows: 

(c) The trustee may not avoid under this section a transfer— 

(2) to the extent that such transfer was in payment of a debt incurred 
by the debtor in the ordinary course of business or financial affairs 
of the debtor and the transferee, and such transfer was— 

(B) made according to ordinary business terms. 

A creditor faced with a preference action must prove two elements under § 547(c)(2)(B): 
First, that the debt was incurred in the ordinary course of business or financial affairs for both 
parties;2 second, that the terms of the transaction were consistent with ordinary business terms for 
the relevant industry.3 Ordinary business terms include the entire range of typical business 
practices for the relevant industry.4 The creditor must show that the transfer was made in a manner 
falling within these practices.5 “Only dealings that are idiosyncratic or extraordinary fall outside 
ordinary business terms.”6

The relevant industry of the Debtor and the Producers is Dairy Cattle and Milk Production 
(the “Dairy Industry”).7 The Dairy Industry is highly regulated by federal law and is governed by 
Federal Milk Marketing Orders (“FMMOs”). FMMOs are geographical areas defined by fluid-
milk demand. Under federal law, the U.S. Department of Agriculture establishes a minimum milk 
price, and under a typical FMMO, “handlers,” or those who purchase milk from dairy farmers, 
must pay farmers at least this established prices at specified dates.8 The two main components of 
the FMMO system are the manner and form of payment and the pooling of milk. Determining the 
monthly price that Producers receive for their milk is a multistep process typically spread over 
three months based on four distinct classifications of milk: Class I (fluid use), Class II (soft 
products such as ice cream), Class III (cheese), and Class IV (butter and milk powder). Milk 
handlers report all milk receipts by end use, and the FMMO values this “pool” of milk receipts 
through milk price formulas to compute the weighted average value of milk.9 Milk handlers pay 
producers at least the weighted-average price of all class use, which is known as the “uniform” or  

2 11 U.S.C. § 547(c)(2); In re Armstrong, 291 F.3d 517, 527 (8th Cir. 2002). 
3 In re SGSM Acquisition Co., LLC, 439 F.3d 233, 239 (5th Cir 2006); In re U.S.A. Inns of Eureka Springs, Ark., Inc., 
9 F.3d 680, 684–685 (8th Cir.1993). 
4 In re Gulf City Seafoods, Inc., 296 F.3d 363, 367-68 (5th Cir. 2002); U.S.A. Inns, 9 F.3d at 684; In re Tolona Pizza 
Products Corp., 3 F.3d 1029, 1033 (7th Cir.1993). 
5 Gulf City Seafoods, 296 F.3d at 369; U.S.A. Inns, 9 F.3d at 685–86. 
6 Tolona, 3 F.3d at 1033; see also Gulf City Seafoods, 296 F.3d at 369; U.S.A. Inns, 9 F.3d at 686.
7 See NAICS Code 112120. 
8 See, e.g., Joel L. Greene, Federal Milk Marketing Orders: An Overview (CRS Report No. R45044) at Summary 
(Dec. 13, 2017). 
9 Id.
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“blend” price.10 Handlers must pay milk producers a partial payment under the applicable formula 
before milk is shipped by a specified date and a final payment on a specified day that the handler 
must make after uniform prices are computed and the actual volumes of milk purchased are 
determined.11 Handlers must also report milk receipts by end use to FMMO regulators and must 
maintain sufficient records so that regulators can audit the veracity and accuracy of reported milk 
usage.12 The primary purpose of FMMOs are to (1) promote orderly marketing conditions in fluid 
milk markets, (2) improve the Producers’ ability to earn income, (3) supervise the terms of trade 
in milk markets in order to achieve equality of bargaining between milk producers and processors, 
and (4) assure the public that adequate supplies of quality milk at affordable prices are readily 
available for consumption.13 FMMOs accomplish these purposes by attempting to stabilize market 
conditions and requiring milk handlers to pay dairy farmers uniform prices at specified times in 
order to ensure fair treatment in the market place while assuring consumers that a reliable and 
consistent supply of milk and related products is available.14

The Debtor is a handler under applicable law and is governed in all aspects of its payment 
practices to dairy farmers and producers by FMMOs.15 Attached as Exhibit B is a chart that lists 
each FMMO by region and the applicable Code of Federal Regulations (CFRs). Each FMMO 
listed on the chart summarizes how handlers must pay Producers for milk purchases. As it relates 
to the Debtor’s contentions in the Letters, the FMMOs supply the “ordinary business terms” that 
govern the manner and form of each alleged preferential payment that the Debtor made to the 
Producers at issue in the Letters. The payments that the Debtor seeks to recover from the Producers 
were made pursuant to the terms of the FMMO in place for the region in which the transaction 
occurs. Case law provides that when, as here, payment terms are governed by regulatory mandate, 
same can define the scope of ordinary business terms under Section 547(b)(2)(C) and are a 
complete defense to any preferential transfer.16

10 Id. 
11 Id. at p. 8. 
12 Id. (Summary). 
13 Id. 
14 Id. at p. 2. 
15 See 7 C.F.R. § 1000.9. The statutory scheme providing for FMMOs and their regulation of the form, manner and 
extent of payment is codified at 7 U.S.C. § 608c.   
16 E.g., In re Al Cohen's Rye Bread Bakery, Inc., 202 B.R. 546 (Bankr. W.D. N.Y. 1996) (stating that in the context of 
a regulated utility that “[t]hese conditions frequently require compliance with regulations that compel particular 
practices and procedures [and a]s to those activities that are so regulated, the utility is precluded from choosing any 
other course of action. For utilities, therefore, regulatory mandates will define the scope of ordinary business 
terms.”).  Id. at 548 (emphasis added). In the case of In re Walterman Implement, Inc., 2007 WL 4224041 (Bankr. 
N.D. Iowa Nov. 27, 2007), the bankruptcy trustee brought an adversary proceeding to recover a chapter 7 debtor’s 
refund of advance direct payments which the debtor had received from a county agricultural agency for the debtor’s 
enrollment of two farms owned by the debtor in a farm aid program administered by a county farm service agency. 
The court held that the transfers were in accord with the crop subsidy industry standards provided by federal statute, 
and therefore, were made according to ordinary business terms under 11 U.S.C. § 547(c)(2)(B); see also In re U.S.A. 
Inns of Eureka Springs, Arkansas, Inc., supra (holding that a debtor’s loan payments to a savings and loan company 
came within ordinary business terms even though the payments were irregular as to both time and amount and were 
never in the amount of the full monthly installment, where regulatory authorities had directed the savings and loan 
industry to work with delinquent customers in a manner that conformed with industry-wide standards).
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We note in the Letters we have reviewed that the Debtor offers partial credit to the 
Producers under the “new value” exception to a preferential transfer without explaining how that 
credit was determined. We also note that the Letters ask the Producers, who are laymen and do not 
understand the intricacies of preferential transfer law, to provide documents that the Debtor should 
already have such as sales histories and payment ledgers over a fifteen month period that could 
support an ordinary course of business defense.17 This latter request relates to the “subjective” 
prong of the ordinary course of business defense under Section 547(c)(2)(A).  

But the Letters are notably silent on the more applicable “objective” prong of the ordinary 
course defense under Section 547(c)(2)(B) discussed herein. This is disturbing because the Debtor, 
as a participant in the Dairy Industry, fully understands the application and import of FMMOs, the 
fact that they govern the form and manner of payment to Producers and that they supplied the 
business terms under which the transactions and payments at issue in the Letters occurred. Sending 
the Letters under these circumstances is not only deceptive, but outrageous because they threaten 
legal action when in fact the Producers have no legal exposure for the reasons set forth herein.   

The Producers clearly have a complete ordinary course of business defense to any alleged 
preferential payment that the Debtor identifies in its Letters under 11 U.S.C. § 547(c)(2)(B), and 
the Letters should not have been sent for this reason.18 If the Debtor disagrees, we demand an 
immediate response to this letter explaining the basis for this position. Otherwise, we demand that 
the Debtor withdraw those letters and retract its demands therein by notifying each Producer by 
separate letter within ten (10) business days. If funds in settlement have been paid by a Producer 
based upon one of the Letters, those amounts were obtained under false pretenses and must be 
returned to the Producer immediately. If the Debtor refuses to return any funds received in 
settlement or proceeds with litigation against any Producer despite the foregoing, AFBF intends 
to intervene in any such litigation or to seek relief in the Bankruptcy Court. AFBF will consider 
all remedies that it can seek as an advocate of the Producers, including asking the Court to enjoin 
any litigation against the Producers and to hold any funds received by the Debtor in settlement in 
escrow. 

17 Independent dairy producers shipping milk to suppliers like the Debtor ship up to a daily basis and do not generally 
invoice for shipments. The suppliers maintain daily records of milk receipts from Producers and the component levels 
in the milk. Instead of invoice terms, the terms of sale are governed by the FMMO, and records of shipment are 
maintained by the suppliers. Moreover, because FMMOs require consistent payment, and given that shipments occur 
on a daily basis, we are confident that the Debtor’s records and the evidence would also show that the suppliers have 
an ordinary course of business defense under the subjective prong of 11 U.S.C. § 547(c)(2)(A).
18 As noted, under a typical FMMO handlers are required to make an initial prepayment to a Producer for milk 
purchasers. To the extent the Debtor seeks to recover these payments, same are not preferential payments because 
they are not a payment on account of an antecedent debt under 11 U.S.C. 547(b)(2). Surprisingly, the Letters do not 
apprise the Producers that a significant part of the alleged payments that Debtor seeks to recover as preferential may 
be prepayments made under a FMMO.    
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AFBF looks forward to the Debtor’s cooperation. If you have any questions or would like 
to discuss further feel free to contact me at your earliest convenience at ellens@fb.org. 

Sincerely, 

Ellen Steen 
General Counsel & Secretary 

cc: Travis Cushman, Esq. 
Senior Counsel for Public Policy 
American Farm Bureau Federation 
travisc@fb.org

DAVIS POLK & WARDWELL, LLP 
Brian M. Resnick, Esq. 
brian.resnick@davispolk.com
Steven Z. Szanzer, Esq. 
steven.szanzer@davispolk.com

NORTON ROSE FULBRIGHT, LLP 
William R. Greendyke, Esq. 
william.greendyke@nortonrosefulbright.com
Jason L. Boland, Esq. 
Jason.boland@nortonrosefulbright.com
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FMMO REGION 
& NO. 

PAYMENT TERMS 

Northeast 

F.O. 1 

7 C.F.R. §§ 1001.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than two days after the announcement of the producer price 
differential and statistical uniform price, each handler must pay to market 
administrator for deposit into the producer-settlement fund the amount 
due, as calculated pursuant to 7 C.F.R. § 1001.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than one day after the due date required for the handler to pay the 
amount due to the market administrator pursuant to § 1001.71, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1001.71, 1001.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 23rd day of the month, partial payment must 
be made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made during the following month so it is received by each 
producer no later than one day after the required date of payment 
to the handler by the market administrator in the amount computed 
pursuant to 7 C.F.R. § 1001.73(a)(2). 

One day before partial and final payments are due to producers, each 
handler must pay a cooperative association for milk received in the 
amount calculated pursuant to 7 C.F.R. § 1001.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

EXHIBIT B



 The minimum rate or rates at which payment to the producer is 
required pursuant to the FMMO; 

 The rate used in making payment if the rate is other than the 
applicable minimum rate; 

 The amount, or rate per unit, and the nature of each deduction 
claimed by the handler; and 

 The net amount of payment to the producer or cooperative 
association. 

Appalachian 

F.O. 5 

7 C.F.R. §§ 1005.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 12th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1005.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than one day after the due date required for the handler to pay the 
amount due to the market administrator pursuant to § 1005.71, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1005.71, 1005.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 23rd day of the month, partial payment must 
be made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than 90 percent of the preceding month’s 
uniform price, adjusted for plant location pursuant to 7 C.F.R. 
§ 1005.75 and proper deductions authorized in writing by the 
producer. 

 Final payment:  For milk received during the month, payment must 
be made during the following month so it is received by each 
producer no later than one day after the required date of payment 
to the handler by the market administrator in the amount computed 
pursuant to 7 C.F.R. § 1005.73(a)(2). 

One day before partial and final payments are due to producers, each 
handler must pay a cooperative association for milk received in the 
amount calculated pursuant to 7 C.F.R. § 1005.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 



 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The minimum rate or rates at which payment to the producer is 
required pursuant to the FMMO; 

 The rate used in making payment if the rate is other than the 
applicable minimum rate; 

 The amount, or rate per unit, and the nature of each deduction 
claimed by the handler; and 

 The net amount of payment to the producer or cooperative 
association. 

Florida 

F.O. 6 

7 C.F.R. §§ 1006.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 12th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1006.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than one day after the due date required for the handler to pay the 
amount due to the market administrator pursuant to § 1006.71, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1006.71, 1006.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment: 
o For each producer who has not discontinued shipments as 

of the 15th day of the month, partial payment must be 
made so that it is received by the producer on or before the 
20th day of the month for milk received during the first 15 
days of the month at not less than 85 percent of the 
preceding month’s uniform price, adjusted for plant 
location pursuant to 7 C.F.R. § 1006.75 and proper 
deductions authorized in writing by the producer; and 

o For each producer who has not discontinued shipments as 
of the last day of the month, payment must be made so that 
it is received by the producer on or before the 5th day of 
the following month for milk received from the 16th to the 
last day of the month at not less than 85 percent of the 
preceding month’s uniform price, adjusted for plant 



location pursuant to 7 C.F.R. § 1006.75 and proper 
deductions authorized in writing by the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than one day 
after the required date of payment to the handler by the market 
administrator in the amount computed pursuant to 7 C.F.R. 
§ 1006.73(a)(2). 

One day before partial and final payments are due to producers, each 
handler must pay a cooperative association for milk received in the 
amount calculated pursuant to 7 C.F.R. § 1006.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The minimum rate or rates at which payment to the producer is 
required pursuant to the FMMO; 

 The rate used in making payment if the rate is other than the 
applicable minimum rate; 

 The amount, or rate per unit, and the nature of each deduction 
claimed by the handler; and 

 The net amount of payment to the producer or cooperative 
association. 

Southeast 

F.O. 7 

7 C.F.R. §§ 1007.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 12th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1007.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than one day after the due date required for the handler to pay the 
amount due to the market administrator pursuant to § 1007.71, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1007.71, 1007.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 



 Partial payment:  For each producer who has not discontinued 
shipments as of the 23rd day of the month, partial payment must 
be made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than 90 percent of the preceding month’s 
uniform price, adjusted for plant location pursuant to 7 C.F.R. 
§ 1007.75 and proper deductions authorized in writing by the 
producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than one day 
after the required date of payment to the handler by the market 
administrator in the amount computed pursuant to 7 C.F.R. 
§ 1007.73(a)(2). 

One day before partial and final payments are due to producers, each 
handler must pay a cooperative association for milk received in the 
amount calculated pursuant to 7 C.F.R. § 1007.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The minimum rate or rates at which payment to the producer is 
required pursuant to the FMMO; 

 The rate used in making payment if the rate is other than the 
applicable minimum rate; 

 The amount, or rate per unit, and the nature of each deduction 
claimed by the handler; and 

 The net amount of payment to the producer or cooperative 
association. 

Upper Midwest 

F.O. 30 

7 C.F.R. §§ 1030.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 15th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1030.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than the 16th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1030.71, 1030.72. 



Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 23rd day of the month, partial payment must 
be made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, partial 
payment must be made so it is received by each producer no later 
than the 17th day after the end of the month in the amount 
computed pursuant to 7 C.F.R. § 1030.73(a)(2). 

On or before the day before partial and final payments are due to 
producers, each handler must pay a cooperative association for milk 
received in the amount calculated pursuant to 7 C.F.R. § 1030.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The somatic cell count of the producer’s milk; 
 The minimum rate or rates at which payment to the producer is 

required pursuant to the FMMO; 
 The rate used in making payment if the rate is other than the 

applicable minimum rate; 
 The amount, or rate per unit, and the nature of each deduction 

claimed by the handler; and 
 The net amount of payment to the producer or cooperative 

association. 

Central 

F.O. 32 

7 C.F.R. §§ 1032.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 14th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1032.71.  

Payment from the Producer-Settlement Fund to Handlers 



No later than the 15th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1032.71, 1032.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 23rd day of the month, partial payment must 
be made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than the 17th 
day after the end of the month in the amount computed pursuant to 
7 C.F.R. § 1032.73(a)(2). 

On or before the day before partial and final payments are due to 
producers, each handler must pay a cooperative association for milk 
received in the amount calculated pursuant to 7 C.F.R. § 1032.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The somatic cell count of the producer’s milk; 
 The minimum rate or rates at which payment to the producer is 

required pursuant to the FMMO; 
 The rate used in making payment if the rate is other than the 

applicable minimum rate; 
 The amount, or rate per unit, and the nature of each deduction 

claimed by the handler; and 
 The net amount of payment to the producer or cooperative 

association. 

Mideast Payment by Handlers to the Producer-Settlement Fund 



F.O. 33 

7 C.F.R. §§ 1033.1 
et seq.

No later than the 15th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1032.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than the 16th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1033.71, 1033.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the date of the partial payment, payment must be 
made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than the 17th 
day after the end of the month in the amount computed pursuant to 
7 C.F.R. § 1032.73(a)(2). 

On or before the day before partial and final payments are due to 
producers, each handler must pay a cooperative association for milk 
received in the amount calculated pursuant to 7 C.F.R. § 1033.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The somatic cell count of the producer’s milk; 
 The minimum rate or rates at which payment to the producer is 

required pursuant to the FMMO; 
 The rate used in making payment if the rate is other than the 

applicable minimum rate; 
 The amount, or rate per unit, and the nature of each deduction 

claimed by the handler; and 



 The net amount of payment to the producer or cooperative 
association. 

California 

F.O. 51 

7 C.F.R. §§ 1051.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 16th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1051.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than the 18th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1051.71, 1051.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the date of the partial payment, payment must be 
made so that it is received by the producer on or before the last day 
of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than the 19th 
day after the end of the month in the amount computed pursuant to 
7 C.F.R. § 1051.73(a)(2). 

On or before the day before partial and final payments are due to 
producers, each handler must pay a cooperative association for milk 
received in the amount calculated pursuant to 7 C.F.R. § 1051.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The minimum rate or rates at which payment to the producer is 
required pursuant to the FMMO; 



 The rate used in making payment if the rate is other than the 
applicable minimum rate; 

 The amount, or rate per unit, and the nature of each deduction 
claimed by the handler; and 

 The net amount of payment to the producer or cooperative 
association. 

Pacific Northwest 

F.O. 124 

7 C.F.R. §§ 1124.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 16th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1124.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than the 18th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1124.71, 1124.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 18th day of the month, partial payment must be 
made so that it is received by the producer on or before the last day 
of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than the 19th 
day after the end of the month in the amount computed pursuant to 
7 C.F.R. § 1124.73(a)(2). 

At least two days before partial and final payments are due to producers, 
each handler must pay a cooperative association for milk received in the 
amount calculated pursuant to 7 C.F.R. § 1124.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 



 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The minimum rate or rates at which payment to the producer is 
required pursuant to the FMMO; 

 The rate used in making payment if the rate is other than the 
applicable minimum rate; 

 The amount, or rate per unit, and the nature of each deduction 
claimed by the handler; and 

 The net amount of payment to the producer or cooperative 
association. 

Southwest 

F.O. 126 

7 C.F.R. §§ 1126.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 16th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1126.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than the 17th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1126.71, 1126.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 23rd day of the month, partial payment must 
be made so that it is received by the producer on or before the 26th 
day of the month for milk received during the first 15 days of the 
month at not less than the lowest announced class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than the 19th 
day after the end of the month in the amount computed pursuant to 
7 C.F.R. § 1124673(a)(2). 

On or before the day before partial and final payments are due to 
producers, each handler must pay a cooperative association for milk 
received in the amount calculated pursuant to 7 C.F.R. § 1126.73(b). 

In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 



 The name, address, a regulatory identifier, and the payroll number 
of the producer; 

 The date that milk was received from the producer, including the 
quantity of milk received; 

 The total pounds of butterfat, protein, and other solids contained in 
the milk; 

 The somatic cell count of the producer’s milk; 
 The minimum rate or rates at which payment to the producer is 

required pursuant to the FMMO; 
 The rate used in making payment if the rate is other than the 

applicable minimum rate; 
 The amount, or rate per unit, and the nature of each deduction 

claimed by the handler; and 
 The net amount of payment to the producer or cooperative 

association. 

Arizona 

F.O. 131 

7 C.F.R. §§ 1131.1 
et seq.

Payment by Handlers to the Producer-Settlement Fund 
No later than the 13th day after the end of the month, each handler must 
pay to market administrator for deposit into the producer-settlement fund 
the amount due, as calculated pursuant to 7 C.F.R. § 1131.71.  

Payment from the Producer-Settlement Fund to Handlers 
No later than the 14th day after the end of each month, the market 
administrator must pay to each handler the amount owed, as calculated 
pursuant to 7 C.F.R. §§ 1131.71, 1131.72. 

Payment by Handlers to Producers and to Cooperative Associations  
Each handler that is not paying a cooperative association for producer 
milk must pay each producer as follows: 

 Partial payment:  For each producer who has not discontinued 
shipments as of the 25th day of the month, partial payment must be 
made so that it is received by the producer on or before the 27th 
day of the month for milk received during the first 15 days of the 
month at not less than 1.3 times the lowest class price for the 
preceding month, less proper deductions authorized in writing by 
the producer. 

 Final payment:  For milk received during the month, payment must 
be made so it is received by each producer no later than the 19th 
day after the end of the month in the amount computed pursuant to 
7 C.F.R. § 1131.73(a)(2). 

At least two days before partial and final payments are due to producers, 
each handler must pay a cooperative association for milk received in the 
amount calculated pursuant to 7 C.F.R. § 1131.73(b). 



In making payments to producers, each handler must provide each 
producer with a supporting statement which shows: 

 The month and identity of the producer; 
 The daily and total pounds of butterfat content of producer milk; 
 The minimum rate or rates at which payment to the producer is 

required pursuant to the FMMO; 
 The rate used in making payment if the rate is other than the 

applicable minimum rate; 
 The amount, or rate per unit, and the nature of each deduction 

claimed by the handler; and 
 The net amount of payment to the producer or cooperative 

association. 
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