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(ii) The utilization of all skim milk
and butterfat showing the respective
quantities of such skim milk and but-
terfat in each form disposed of or on
hand at the end of the month; and

(iii) Payments to producers, dairy
farmers, and cooperative associations,
including the amount and nature of
any deductions and the disbursement
of money so deducted.

(2) Each handler shall keep such
other specific records as the market
administrator deems necessary to
verify or establish such handler’s obli-
gation under the order.

(b) Availability of records and facilities.
Each handler shall make available all
records pertaining to such handler’s
operations and all facilities the market
administrator finds are necessary to
verify the information required to be
reported by the order and/or to ascer-
tain such handler’s reporting, mone-
tary, or other obligation under the
order. Each handler shall permit the
market administrator to weigh, sam-
ple, and test milk and milk products
and observe plant operations and
equipment and make available to the
market administrator such facilities as
are necessary to carry out his/her du-
ties.

(c) Retention of records. All records re-
quired under the order to be made
available to the market administrator
shall be retained by the handler for a
period of 3 years to begin at the end of
the month to which such records per-
tain. If, within such 3-year period, the
market administrator notifies the han-
dler in writing that the retention of
such records, or of specified records, is
necessary in connection with a pro-
ceeding under section 8c(15)(A) of the
Act or a court action specified in such
notice, the handler shall retain such
records, or specified records, until fur-
ther written notification from the mar-
ket administrator. The market admin-
istrator shall give further written noti-
fication to the handler promptly upon
the termination of the litigation or
when the records are no longer nec-
essary in connection therewith.

§1000.28 Termination of obligations.

(a) Except as provided in paragraphs
(b) and (c) of this section, the obliga-
tion of any handler to pay money re-
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quired to be paid under the terms of
the order shall terminate 2 years after
the last day of the month during which
the market administrator receives the
handler’s report of receipts and utiliza-
tion on which such obligation is based,
unless within such 2-year period, the
market administrator notifies the han-
dler in writing that such money is due
and payable. Service of such written
notice shall be complete upon mailing
to the handler’s last known address
and it shall contain, but need not be
limited to, the following information:

(1) The amount of the obligation;

(2) The month(s) on which such obli-
gation is based; and

(3) If the obligation is payable to one
or more producers or to a cooperative
association, the name of such pro-
ducer(s) or such cooperative associa-
tion, or if the obligation is payable to
the market administrator, the account
for which it is to be paid.

(b) If a handler fails or refuses, with
respect to any obligation under the
order, to make available to the market
administrator all records required by
the order to be made available, the
market administrator may notify the
handler in writing, within the 2-year
period provided for in paragraph (a) of
this section, of such failure or refusal.
If the market administrator so notifies
a handler, the said 2-year period with
respect to such obligation shall not
begin to run until the first day of the
month following the month during
which all such records pertaining to
such obligation are made available to
the market administrator.

(c) Notwithstanding the provisions of
paragraphs (a) and (b) of this section, a
handler’s obligation under the order to
pay money shall not be terminated
with respect to any transaction involv-
ing fraud or willful concealment of a
fact, material to the obligation, on the
part of the handler against whom the
obligation is sought to be imposed.

(d) Unless the handler files a petition
pursuant to section 8c(15)(A) of the Act
and the applicable rules and regula-
tions (7 CFR 900.50 through 900.71) with-
in the applicable 2-year period indi-
cated below, the obligation of the mar-
ket administrator:

(1) To pay a handler any money
which such handler claims is due under
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the terms of the order shall terminate
2 years after the end of the month dur-
ing which the skim milk and butterfat
involved in the claim were received; or

(2) To refund any payment made by a
handler (including a deduction or offset
by the market administrator) shall ter-
minate 2 years after the end of the
month during which payment was
made by the handler.

Subpart F—Classification of Milk

§1000.40 Classes of utilization.

Except as provided in §1000.42, all
skim milk and butterfat required to be
reported pursuant to §——.30 of each
Federal milk order shall be classified
as follows:

(a) Class I milk shall be all skim milk
and butterfat:

(1) Disposed of in the form of fluid
milk products, except as otherwise pro-
vided in this section;

(2) In packaged fluid milk products in
inventory at the end of the month; and

(3) In shrinkage assigned pursuant to
§1000.43(b).

(b) Class Il milk shall be all skim milk
and butterfat:

(1) In fluid milk products in con-
tainers larger than 1 gallon and fluid
cream products disposed of or diverted
to a commercial food processing estab-
lishment if the market administrator
is permitted to audit the records of the
commercial food processing establish-
ment for the purpose of verification.
Otherwise, such uses shall be Class I;

(2) Used to produce:

(i) Cottage cheese, lowfat cottage
cheese, dry curd cottage cheese, ricotta
cheese, pot cheese, Creole cheese, and
any similar soft, high-moisture cheese
resembling cottage cheese in form or
use;

(i) Milkshake and ice milk mixes (or
bases), frozen desserts, and frozen des-
sert mixes distributed in half-gallon
containers or larger and intended to be
used in soft or semi-solid form,;

(iii) Aerated cream, frozen cream,
sour cream, sour half-and-half, sour
cream mixtures containing nonmilk
items, yogurt, and any other semi-solid
product resembling a Class Il product;

(iv) Custards, puddings, pancake
mixes, coatings, batter, and similar
products;
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(v) Buttermilk biscuit mixes and
other buttermilk for baking that con-
tain food starch in excess of 2% of the
total solids, provided that the product
is labeled to indicate the food starch
content;

(vi) Formulas especially prepared for
infant feeding or dietary use (meal re-
placement) that are packaged in her-
metically-sealed containers;

(vii) Candy, soup, bakery products
and other prepared foods which are
processed for general distribution to
the public, and intermediate products,
including sweetened condensed milk,
to be used in processing such prepared
food products;

(viii) A fluid cream product or any
product containing artificial fat or fat
substitutes that resembles a fluid
cream product, except as otherwise
provided in paragraph (c) of this sec-
tion; and

(ix) Any product not otherwise speci-
fied in this section; and

(3) In shrinkage assigned pursuant to
§1000.43(b).

(c) Class Il milk shall be all skim
milk and butterfat:

(1) Used to produce:

(i) Cream cheese and other
spreadable cheeses, and hard cheese of
types that may be shredded, grated, or
crumbled;

(i) Plastic cream,
milkfat, and butteroil; and

(2) In shrinkage assigned pursuant to
§1000.43(b).

(d) Class IV milk shall be all skim
milk and butterfat:

(1) Used to produce:

(i) Butter; and

(if) Evaporated or sweetened con-
densed milk in a consumer-type pack-
age; and

(iii) Any milk product in dried form;

(2) In inventory at the end of the
month of fluid milk products and fluid
cream products in bulk form;

(3) In the skim milk equivalent of
nonfat milk solids used to modify a
fluid milk product that has not been
accounted for in Class I; and

(4) In shrinkage assigned pursuant to
§1000.43(b).

(e) Other uses. Other uses include
skim milk and butterfat used in any
product described in this section that
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