Commonwealth of Pennsylvania

Milk Board
2301 North Cameron Street 1717874194
Harrisburg, PA 17110-9408 Fax 717/783-6492
WERB SITE: http://www.pa.gov/ipmb E-mail: ra-pmmb@pa.gov
Official General Posted: December 3, 2025
Order No. A-954 (CRO 16) Effective:  January 1, 2026

COST REPLACEMENT ORDER FOR THE
WESTERN MILK MARKETING AREA, AREA 5

NOW, this 3% day of December 2025, the Commonwealth of Pennsylvania, Milk Board,
issues this official general order pursuant to the authority conferred by the Milk Marketing Law,
31 P.S. §§ 700j-101 — 700j-1204. This order will become effective at 12:01 a.m. on January 1,

2026.

SECTION A
INCORPORATION

The attached Findings of Fact, Conclusions of Law, and Attachments are incorporated
herein by reference as though fully set forth in this order.

SECTION B
SCOPE

(a) The costs adopted by the Board in this order shall replace the costs in the
appropriate cost centers embodied in Official General Order A-954 (CRO 15) and will be
incorporated into the wholesale and retail prices of Class I and II price-controlled packaged
products sold in Milk Marketing Area No. 3, as defined in Section B of Official General Order

A-954.

(b) The rate of return to dealers is 3.5%.

(c) The rate of return to retailers is 2.7%.



SECTION C
EFFECTIVENESS OF OFFICTAL GENERAL ORDER A-954

All parts of Official General Order A-954 not inconsistent with Section B (relating to
scope) continue in effect.
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Kristi Kassimer Harper, Consumer Member

Date: December 3, 2025

IF YOU REQUIRE THIS INFORMATION IN AN ALTERNATE FORMAT, PLEASE CALL
717-787-4194 OR 1-800-654-5984 (PA RELAY SERVICE FOR TDD USERS).
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FINDINGS OF FACT AND CONCLUSIONS OF LAW
COST REPLACEMENT HEARING FOR MILK MARKETING AREA NO.5

i. FINDINGS OF FACT

1. On November 5, 2025, the Pennsylvania Milk Board (“Board”) convened a cost
replacement hearing for Milk Marketing Area No. 5.

2. Notice of the hearing was published at 55 Pennsylvania Bulletin 6514 dated
September 6, 2025. It was also mailed to those who have requested mailed notice of Board
hearings via Board Bulletin No. 1656, dated September 4, 2025. The hearing notice enumerated
the scope of evidence that the Board would receive.

3. The dealer cross-section used by both Board Staff and the Area 5 Milk Dealers
(Dealers), the only parties to present dealer cost information, consisted of DFA Dairy Brands
Fluid, LLC — Sharpsville; Schneider's Dairy, Inc.; Turner Dairy Farms, Inc.; United Dairy, Inc.;
and United Dairy — Fikes.

4. Joseph Wilson, testifying on behalf of Board Staff as an expert in milk industry
accounting and cost replacement techniques, testified that the cross section was representative of
the dealers doing business in Area 5. Alexandra Deimler, testifying on behalf of the Dealers as
an expert in cost accounting and milk cost accounting, agreed that the cross section was
representative of dealers doing business in Area 5. Based on the testimony of Mr. Wilson and
Ms. Deimler, the Board finds that the dealer cross section used by both Board Staff and Dealers
is representative of dealers doing business in Area 5.

5. Gary Gojsovich testified on behalf of Board Staff as an expert in milk industry
accounting and regulation. He testified that the cross-section dealers incurred a cost of $0.4278
per point for processing, packaging, and delivering milk in 2024. Ms. Deimler agreed. The
Board finds that the cross section dealers incurred a cost of $0.4278 per point for processing,
packaging, and delivery, and further finds that $0.4278 is the processing, packaging, and delivery
cost that should be used in this order.

6. M. Gojsovich testified to the following 2025 ingredient costs, based on year 2024
pounds: Standard Milk - $0.0000/1b; Reduced Fat Milk - $0.0002/Ib; Low Fat Milk - $0.0002/1b;
Non-Fat Milk - $0.0004/1b; Flavored Milk - $0.0631/Ib; Flavored Reduced Fat Milk -
$0.0609/Ib; Flavored Non-Fat Milk - $0.0471/1b; Buttermilk - $0.0471/1b; Egg Nog - $0.2985/1b.
Ms. Deimler agreed. The Board finds that these ingredient costs should be used in this order.

7. M. Gojsovich presented evidence regarding the cost update for labor, insurance,

and utility costs of $0.0223 per point between the first halves of 2024 and 2025. Ms. Deimler
agreed. We find that $0.0223 should be used in this order.

0GO A-954 (CRO 16) 3



8. Mr. Gojsovich and Ms. Deimler recommended that the diesel fuel cost adjustment
continue. The Board finds that the adjustment should continue, based on the methodology
presented by Mr. Gojsovich in Staff Exhibit 8 and attached to this order as Attachment 1.

9. Mr. Gojsovich and Ms. Deimler recommended that the heating fuel cost
adjustment continue. The Board finds that the adjustment should continue, based on the
methodology presented by Mr. Gojsovich in Staff Exhibit 9 and attached to this order as
Attachment 2.

10. Mr. Gojsovich testified that the cross section dealers incurred a cost of $(0.0016)
per pound attributable to shrinkage and sales of bulk products during 2024. Ms. Deimler agreed.
The Board finds that the cost of shrinkage and sales of bulk products to be used in this order
should be $(0.0016) per pound.

11.  Based on the testimony of Mr. Gojsovich the Board finds that the base container
costs and base weighted units presented by Mr. Gojsovich in Staff Surrebuttal Exhibit 3 should
replace those used in the current order. The weighted costs are found in Column C and the
weighted units are found in Column D of Staff Surrebuttal Exhibit 3. Staff Surrebuttal Exhibit 3
is attached to this order as Attachment 3. Ms. Deimler agreed with Mr. Gojsovich’s analysis.

Both Mr. Gojsovich and Ms. Deimler testified that container costs should continue to be
updated monthly. The Board agrees and finds that container costs should continue to be updated
monthly using the audited surveys submitted by the cross section dealers and based on the base
weighted costs and weighted units testified to by Mr. Gojsovich and found in Attachment 3. The
Board also finds that the weighted shrinkage factor should continue to be applied to container
costs.

The Board further finds that minimum resale prices for products sold in half pint
containers should be calculated using the paper container cost for products sold in paper
containers and by applying a plastic add-on to the paper container cost for products sold in rigid
plastic containers.

12.  Mr. Gojsovich testified that the container efficiency adjustment should be
updated. Ms. Deimler agreed.

Based on 2024 container sales and 2024 costs per point for the bottling, cold room, and
delivery cost centers, Mr. Gojsovich calculated the following container efficiency adjustments:

Gallon $(0.1484)
Half Gallon $(0.1009)
Quart $0.1600
Pint $0.0984
12 ounce $0.0812
Half Pint (Plastic and Paper)  $0.0242
4 ounce $0.0382
Bulk (per quart) $0.1928
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The Board finds that the container efficiency adjustments should be updated as presented
by Mr. Gojsovich.

13.  No party presented evidence regarding Class II products. Since there was no
proposal by any party to change Class II pricing, the Board finds that the current Class II pricing

methodology shall continue.

14.  Ms. Deimler recommended that the dealer rate of return remain at 3.5%. She
testified that the rate of return serves as an important factor in the ability of Pennsylvania’s fluid
milk processors to maintain and invest in their operations. Ms. Deimler also testified that
maintaining the current rate of return is important for consistency and stability when the fresh
fluid milk industry continues to face a difficult business environment.

Based on Ms. Deimler's credible and uncontradicted testimony the Board finds that the
dealer rate of return should remain at 3.5%.

15.  No evidence was presented at this hearing regarding retail prices. Since no
evidence was presented, the Board finds that the current retail rate of return of 2.7% should
remain in place and further finds that the monthly CPI adjustment to current in-store handling

costs remain in effect.
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IL. CONCLUSIONS OF LAW

1. The November 5, 2025, cost replacement hearing for Milk Marketing Area No. 5
was held pursuant to authority granted to the Board in section 801 of the Milk Marketing Law
(Law), 31 P.S. § 7005-801.

2. The record of the Area 3 hearing held on November 5, 2025, was incorporated by
reference into the record of this hearing.

3. The hearing was held following adequate notice, and all interested persons were
given a reasonable opportunity to be heard.

4. The cross-section used to establish dealer costs met the requirement of
representativeness of section 801 of the Law.

5. In establishing the attached order, the Board has considered the entire record and
has concluded that the adoption of this order is supported by a preponderance of the evidence

and is reasonable and appropriate under section 801 of the Law, subject to any revisions or
amendments the Board may make in the manner set forth in the Law.

PENNSYLVANIA MILK MARKETING BOARD

AL Yt

Robert N. Barley, thalrman
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Kristi Kassimer Harper, Consumer Member
Date: December 3, 2025

IF YOU REQUIRE THIS INFORMATION IN AN ALTERNATE FORMAT, PLEASE CALL
(717) 787-4194 OR 1-800-654-5984 (PA RELAY SERVICE FOR TDD USERS).
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