TALKING POINTSIN OPPOSITION TO THE FARM SECURITY AND RURAL
INVESTMENT ACT OF 2002

¢ FAPRI estimates payments a $0.89/cwt. Payments for December 2001 through May 2002 are already determinable. They are
$0.77,0.78, 0.78, 0.93, 1.00, and 1.09 respectively or very close to the 89 cents.

* An estimated 86 million pounds will be eligible for the full payment. Thiscomparesfavorably with the 91 million poundseligible
for 2.6 millioncappedDMLA 1 ($125 million). Eligibility assumesthat one farm has one cap regardless of the number of owners.

¢ Using FAPRI’ s rate of 89 cents cwt, the annual expenditures will be$765 million per year or atotal of $2.93 billion for the 46
months! [Estimates of only a quarter of abillionayear are unrealisticespecially when the $200 million DMLAIin 1999 paid
out 22.5cents ot a few years ago. Simple math would expect 89 cents to result in multiples of the $200 million even with
reduced cap and number of farms. |

. Though some producerswho receive the paymentson all of their milk will have gains, overall, FAPRI estimates overall lossesin
milk income each and every year for 2002- 2011.

* Taxpayerswill invest $2.5 hillion and get a zero return!  FAPRI estimates the total net benefit of the program over 10 years and
billions of dollarsin expenditures, isanet 2 cent per hundred weight gain to all dairy producers. Thisis less than $300 million.
The attached table estimates a net no change.

. Almost 45 Percent of Milk produced will not be eligible for payment. Thisnumber will grow. All milk produced will be subject
to reduced market prices. 45 percent of themilk produced will be subjected toreduced milk pricesin responsetothisprogram.

¢ The program will hurt even the small farms. By the year 2005, farms as small as 300 cows will be incurring net losses
(government payments less market price reductions) in response to the program. 89 cents divided by .41 cents loss on all milk
means the cut of f will be 2.4 million times .89/.41 divided by 18000 (production per cow average) means aherd of only 289 cows
will bein anet loss position.

* Beginning October 2005, every single farmer will incur net lossesin overall income. At that point they will have the double
whammy of no longer receiving the 89 cent direct payment but also reduced market prices.

¢ Direct paymentswill interfere with market signal's, reduce the desire to create market and production efficiencies.

¢ These paymentswill interfere with international trade talks.
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