Analysis of Transportation Allowance Proposals
June 13, 2006 Workshop
In Preparation for the July 6, 2006 Hearing

Methodology

The alterative proposals for the transportation allowance system were analyzed using
data from May 2005 to April 2006. The data was based on actual milk movements
during this one year time period.

The monetary costs were generated by applying the rates and criteria effective April 1,
2006 for current cost figures. The costs of each alternative was arrived at by applying
the proposed rates, brackets and criteria presented in the petition and alternative
proposals to these actual milk movements

The changes included:
e Changing the rates for the allowances in select receiving areas
e For the Southern California Receiving area only
o Modifying the mileage brackets
o Creating three groups of supply counties with separate rates and mileage
brackets for three CDI proposals
This methodology assumes that historic patterns of milk movement would have
remained unchanged under the new proposals.

Results

For the 12 months ending April 2006, the average monthly cost of the transportation
allowance system would have been:
e $1.93 million dollars under the current system
e $2.39 million dollars under the Security proposal, an increase of
$0.46 million (+24.0%)
e $2.07 million dollars under the CDI proposal, an increase of $0.14 million (+7.5%)
e $2.15 million dollars under the DFA proposal, an increase of
$0.22 million (+11.7%)



PROPOSED CHANGES TO TRANSPORTATION ALLOWANCES: Ranch-to-Plant

Driftwood and Western United Dairymen proposals would not affect transportation allowance

CONSTRUCTIVE Current CDI Security DFA
MILES since Proposal Proposal Proposal
April 2006
In Dollars Per Hundredweight
Bay Area Receiving Area " 0 to 99 $0.26 $0.26 $0.26 $0.27
99 to 199 $0.31 $0.31 $0.31 $0.34
199 + $0.32 $0.32 $0.32 $0.36
North Bay Receiving Area ? 0 to 44 $0.19 $0.19 $0.19 $0.20
44 to 99 $0.26 $0.26 $0.26 $0.29
99 + $0.31 $0.31 $0.31 $0.35
Sacramento Receiving Area 0 to 59 $0.14 $0.14 $0.14 $0.15
59 + $0.17 $0.17 $0.17 $0.19
Shasta Receiving Area * 0 to 29 $0.13 $0.13 $0.13 $0.13
29 to 49 $0.16 $0.16 $0.16 $0.16
49 + $0.19 $0.19 $0.19 $0.19
San Diego Receiving Area 0 to 89 $0.10 $0.11 $0.10 $0.10
89 to 139 $0.43 $0.32 $0.43 $0.43
139 + $0.65 $0.32 $0.65 $0.65
Southern California Receiving Area “ 0 to 89 $0.10
89 to 122 $0.20
122 to 139 $0.52
139 + $0.65
0 to 89 $0.11 $0.11
89 to 109 $0.32 $0.36
109 to 139 $0.62 $0.55
139 + $0.86 $0.72
Southern California Receiving Area 0 to 89 $0.11
from seven designated counties 89 to 109 $0.32
109 to 139 $0.53
139 + $0.70
from San Bernardino and Riverside counties 0 to 89 $0.11
89 + $0.32
from all other counties 0 to 89 -
89 to 109 -
109 to 139 -
139 + $0.70

1/ Alameda, Contra Costa, San Francisco, San Mateo, Santa Clara, and Santa Cruz Counties.
2/ Marin, Solano and Sonoma counties.

3/  Transportation Allowances for the Shasta Receiving Area have not been used since mid 1996.
4/  Los Angeles, Orange, Riverside, San Bernardino, and Ventura Counties.

Shaded area indicates rate change or mileage bracket change



Analysis of Transportation Allowance Proposals

1) Costs for Tables 1 and 2 are based on historic milk movements as reported to the
Milk Pooling Branch for the twelve months of May 2005 through April 2006.

2) Current costs were calculated by applying rates and receiving areas in effect April 1
2006, and applying them to actual milk movements.

3) The costs for proposals were calculating the costs of the proposals, the proposed
new rates for each area were applied to the same historical milk shipments. In
analyzing the CDI proposal, the rates were changed to reflect the county of origin
(supply counties), and the variations mileage brackets.

Table 1. Monthly Average Cost of Transportation Allowances
by Receiving Area, May 2005 through April 2006

Current Security DFA CDI
BAY AREA $ 238,272 $ 238,272 $ 249,651 $ 238,272
SACRAMENTO $ 47,006 $ 47,006 $ 50,943 $ 47,006
SAN DIEGO $ 7,185 $ 7,185 $ 7,185 $ 7435
NORTH BAY $ 106,582 $ 106,582 $ 116,872 $ 106,582
SOUTHERN CA $ 1,529,656 $ 1,992,940 $ 1,728,771 $ 1,673,998
TOTAL $ 1,928,702 $ 2,391,986 $ 2,153,421 $ 2,073,294

Table 2. Change in Average Monthly Cost by Receiving Area,
May 2005 through April 2006

Security DFA CDI
BAY AREA $ - $ 10,289 $ -
SACRAMENTO $ - $ 3,936 $ -
SAN DIEGO $ - $ - $ 251
NORTH BAY $ - $ 10,289 $ -
SOUTHERN CA $ 463,284 $ 199,115 $ 144,342
TOTAL $ 463,284 $ 224,719 $ 144,593



Table 3 and 4 show the costs per proposal for each receiving area for April 2006, and
the change in cost from the current rates and brackets.

Table 3. April 2006 Cost Per Receiving Area by Proposal

Current Security DFA CDI
BAY AREA $ 223,527 $ 223,527 $ 234,226 $ 223,527
SACRAMENTO $ 45,529 $ 45,529 $ 49,339 $ 45,529
SAN DIEGO $ 7,646 $ 7,646 $ 7,646 $ 7,728
NORTH BAY $ 98,418 $ 98,418 $ 107,668 $ 98,418
SOUTHERN CA $ 1,666,677 $ 2,173,678 $ 1,882,678 $ 1,808,934
TOTAL $ 2,041,798 $ 2,548,798 $ 2,281,558 $ 2,184,136

Table 4. Change in Cost Per Receiving Area Per Proposal

Security DFA CDI
BAY AREA $ - $ 10,699 $ -
SACRAMENTO $ - $ 3,810 $ -
SAN DIEGO $ - $ - $ 82
NORTH BAY $ - $ 9,250 $ -
SOUTHERNCA § 507,001 $ 216,001 $ 142,257
TOTAL $ 507,001 $ 239,760 $ 142,338

Notes for Tables 1, 2, 3 and 4
The Shasta Receiving Area was inactive during 2005 — 2006.

CDI proposed one set of (higher) rates for milk moving into Southern California if the
milk originated in Fresno, Kern, Kings, Imperial, San Diego, Santa Barbara or Tulare
Counties, another set for milk originating in Riverside and San Bernardino counties, and
a third set to the remaining counties.



Table 5 shows the pounds of milk received at eligible receiving plants in each area, by 10
mile mileage bracket. It also shows the percent of milk in each bracket.

Table 5. Annual Summary of Qualifying Milk Moved by Mileage Bracket,

miles
zeroto 9
10t0 19
20to 29
30to 39
40 to 49
50 to 59
60 to 69
70to 79
80 to 89
90 to 99
100 to 109
110 to 119
120 to 129
130 to 139
140 to 149
150 to 159
160 to 169
170 to 179
180 to 189
190 to 199
200 +
TOTAL
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Table 6 shows the cost of milk qualifying for Transportation Allowances in each area, by

10 mile mileage brackets. It also shows the percent of cost for each bracket.

miles
Zeroto 9
10t0 19
20 to 29
30to 39
40t0 49
50 to 59
60 to 69
70to 79
80 to 89
90 to 99
100 to 109
110 to 119
120 to 129
130 to 139
140 to 149
150 to 159
160 to 169
170 to 179
180 to 189
190 to 199
200 +
Total

Notes for Tables 5 and 6.

Table 6. Cost of Milk Moved Into Each Receiving Area,
May 2005 through April 2006
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This is for milk shipped the twelve months May 2005 through April 2006, and is in
1,000’s of pounds.
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Table 7 shows qualifying milk vs. non-qualifying milk moving by county of origin, and the
average miles the milk was moved.

Table 7. Qualifying Vs Non-qualifying Milk, 1,000’s of Pounds and Miles Moved,

May 2005 Through April 2006

Qualifying Non-qualifying
Avg Avg

County Pounds Miles Pounds Miles
Butte - 10,170 31
Del Norte 4,312 314 21,548 89
Fresno 5,685 254 2,427,322 28
Glenn 70,470 124 269,755 55
Humboldt 13,629 242 168,346 22
Imperial - 82,146 4
Kern 2,118,507 144 987,793 82
Kings 8,368 210 3,280,128 38
Los Angeles 42,140 91 2,080 98
Madera 47,566 142 1,332,134 52
Marin 149,634 58 65,169 102
Mendocino 26,808 106 - -
Merced 156,927 125 4,842,328 24
Monterey 18,088 101 1,947 108
Placer - 14,779 94
Riverside 353,638 44 831,962 33
Sacramento 158,748 27 184,665 71
San Benito 13,113 82 4,060 84
San Bernardino 796,806 49 1,300,517 44
San Diego 86,731 56 3,010 92
San Joaquin 512,431 69 1,714,942 39
San Luis Obispo - 4,829 113
Santa Barbara 5,837 185 34,810 186
Santa Clara 5,371 65 1,512 83
Shasta - 883 56
Solano 80,026 25 5,587 83
Sonoma 432,001 59 175,753 130
Stanislaus 246,951 87 3,612,937 18
Sutter - 11,812 95
Tehama 6,348 127 48,838 58
Tulare 736,172 198 9,116,334 23
Unidentified 7,598 1 80,634 1
Yolo 7,392 26 2,861 109
Yuba 23,548 40 43,651 117
Total 6,134,846 30,685,240



Table 8. Milk Shipped to Southern California, Qualifying vs Non-qualifying plants,
by mileage bracket, May 2005 through April 2006

Southern Ca

miles Qualifying Non-qualifying
Zeroto 9 16,545,298 323,868,736
10to 19 203,820,063 406,069,560
20 to 29 382,177,575 92,351,891
30 to 39 100,680,302 332,144,600
40 to 49 156,334,916 457,154,163
50 to 59 17,056,078 24,842,223
60 to 69 33,384,630 11,542,322
70to 79 21,604,228 18,714,084
80 to 89 25,568,737 57,416,263
90 to 99 35,780,019 12,455,600
100 to 109 96,858,317 10,156,515
110 to 119 26,137,344 890,879
120 to 129 426,065,567 38,073,315
130 to 139 936,744,538 280,293
140 to 149 157,405,666 9,668,981
150 to 159 267,988,315 62,572,423
160 to 169 113,591,937 34,071,600
170 to 179 300,278,266 19,728,539
180 to 189 254,969,903 146,432,156
190 to 199 247,700,730 8,885,494
200 + 265,795,488 147,490,549
Total 4,086,487,917 2,214,810,186

Table 9. Ranch to Plant Milk Shipped To Qualifying Southern California Receiving
Plants, and Cream Shipped From Same Plants to Northern California
for May 2005 to April 2006

Qualifying Ranch to Plant Milk Received in SC, Cream from
Same Plants Shipped to Northern California

County Milk Received Cream to N. Ca
Los Angeles 3,416,200,118 26,145,277
Orange, Riverside, 670,287,799 312,280

San Bernardino, Ventura
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