In the CDFA Publication “Milk Pooling Comparative Statement 2013-2014:

Question: What do the volumes in the “Producer-handler Production” category of “Pool
Production” represent? Pounds of milk produced? Pounds of Quota? Or something else? And are
the numbers yearly totals (which | assume they are as everything else is in that panel)?

Answer: The “Option 70” amount is the annual pounds of milk exempt from the pool because it is
covered by PD quota. The “Exempt” amount is the annual volume produced by exempt producer-
handlers that produce less than 500 gallons per day.

Question: Is the PD exempt quota based on milk volume? Or pounds of solids?
Answer: All Quota (PD or not) is owned on a per pound of component (Fat/SNF) on a daily basis.

Question: Are pounds exempt from the pool all classified as Class I? Or is there an allocation
process which exempts some ratio of other class usage for shrinkage or other plant uses?
Answer: For the partially exempt PD’s only Class 1 can be exempt*. While we do allocate plant
shrinkage (we call it loss) across all plant usage, we do not exempt any shrinkage assigned to
Class 1*.

Question: If based on solids, how is it converted to volume?

Answer: We do start with the solids (fat / SNF) and compute exempt volume. First we determine
how much fat and SNF are exempt. The exempt amount is the lower of: their own herd production;
their own Class 1 sales; or their exempt quota (possibly adjusted for an additional 150 Ibs of fat
and 375 Ibs SNF per day*). Once we determine the pounds of fat and SNF that are exempt, we
divide the SNF Ibs by the skim test of their herd (Skim test = SNF / (Ibs of milk — Ibs of fat) to get a
computed exempt skim volume. We then add exempt skim pounds and exempt fat pounds to
exempt milk pounds.

For Example (assume 30 day month):

Monthly Herd Production:

Milk Fat SNF
1,035,000 35,000 90,000
Class 1 Sales

Milk Fat SNF
2,000,000 40,000 200,000
Daily Exempt Quota

FAT SNF

600.00 1,500.00

Additional (assume qualified)

150.00 375.00

Possible Monthly quota exemption

Fat (600.00 + 150.00) X 30 days in the month = 22,500

SNF (1,500.00 + 375.00) X 30 days in the month = 56,250

Exemption

The monthly exemption for fat would be 22,500 Ibs (the lower of 35,000 Ibs of herd production,
40,000 Ibs of Class 1 sales, or the 22,500 Ibs possible quota exemption).

The monthly exemption for SNF would be 56,250 Ibs (the lower of 90,000 Ibs of herd production,
200,000 Ibs of Class 1 sales, or the 56,250 Ibs possible quota exemption).

The pounds of milk exempt would be 647,500 ((56,250 Ibs exempt SNF /.09 skim test) + 22,500
Ibs exempt fat)

Skim test = 90,000 Ibs herd SNF / (1,035,000 Ibs herd milk — 35,000 Ibs herd Fat) = .09

* Food and Agriculture Code 62708.5. (a) A producer-handler, for purposes of this chapter...

(e) Any producer-handler who qualifies under this section and elects to operate outside the pool, to
the extent of the authority granted, shall have the right to make deductions, as follows, from its own
class 1 sales, excluding sales to a handler, whether in bulk or packaged, before being required to
account to the pool: (1) If it has not sold production base and pool quota subsequent to February 9,
1977, it may deduct its original quota, and quota purchased prior to March 1, 1995, plus a daily
deduction of 150 pounds of milk fat and 375 pounds of solids not fat.
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