Some of you have been receiving calls fromdairy producers regarding
t he extension of payments under the MIk Income Loss Contract program
(MLC). President Bush did sign the extension of MLC retroactive to
Cctober 1, 2005 and extended through August 31, 2007.

The fornmual was changed for cal culating the paynents from 45% of the

di fference between the target price a |lower actual mlIk price to 34% of
the difference. The Target Price is still the $16.94 per hundredwei ght
Class | price. The the Boston Class | price is the announced Cl ass
nover plus $3.25. The Class | nover is the higher of an advanced Cl ass
IV price (mlIk used for butter and nonfat dry nmilk) or the Class Il
price (mlk used for cheese). So the Boston Class | price of $16.94 is

the sane as a Class | nover of $13.69. The advanced Class Ill has been
the nover and with cheese prices falling, MLC paynents will be
significant. The paynents thus far will be:

December 2005, $0.0408 per hundredwei ght
January 2006, $0.1054

February 2006, $0.1054

March 2006 $0. 4080

Questions: | visited with Ben Brancel, State Director of FSA, and asked
the followi ng questions and this is his response.

1) When will dairy farmers get these paynents? Don't know for sure, but
it will probably be late March or early April before Washington inforns
the FSA offices as to how to proceed on paynents.

2) Since the dairy farnmer contracts under MLC expired Septenter 30,

2005, will new contracts need to be entered into with this MLC
extension. Ben says the | egal counsel says yes. New contracts will be
needed.

3) Under MLC there is a maxinmum paynent on 2.4 mllion pounds of mlk
produced during the 12 nonth period of October 1st through Seprenber
30th. Dairy farmers with production over 2.4 nillion pounds could

choose not to start paynments on October 1st, but to choose another
nonth to start paynents. WII| these dairy farmers be able to choose the
starting date under this extension? Ben thinks probably so, but has
received no information from Washi ngton.

So the bottomline is that dairy farmers will be receiving MLC
paynments for the nonths of Decenber 2005 through March of 2006, and the
way the cheese market is and the outll ook for future mlk prices,
probably paynents for nmost nmonths in 2006. But, we will have to wait to
hear from FSA as to when to expect the paynents, the procedure for new
M LC contracts, and whether or not dairy producers with nore than 2.4
mllion pounds of m |k can choose a starting date.



