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Methodology of Separating the Estimated Impacts of the Whey Inversion and
the Estimated Impacts of the Formula Changes of Alternatives 1 & 5 & 8

The Department previously provided the Whey Committee with analysis showing the price
impacts of replacing the “lower of” whey value in the previous Class 4b formula and analysis
showing the price impacts of using the “lower of” whey value in each alternative. The
Department received a subsequent request by a member of the Whey Committee for further
analysis regarding the price impacts of the alternatives that are being considered by the Whey
Committee. Specifically, the request asks for a separation of the price impacts that occur by using
the “lower of” whey value in each of the alternatives and the price impacts of the different
formula changes (i.e. make allowance changes, yield changes, snubbers, floors, etc.) of each
alternative. Hence, the attached table shows both the individual price impacts of using the “lower
of” whey value and the individual price impacts of the formula changes on the total price impacts.

Comparing the previous pricing formula that was in place prior to the October 2007 hearing
(previous formula) with the proposed changes outlined in Alternatives 1, 5 and 8, the attached
table shows the following price impacts:

Total Impact — The price impacts of each alternative using the “lower of” whey value as
described in Alternative 8.

Impact of Whey Inversion — The price impacts of using the “lower of” whey value as
described in Alternative 8 in the previous formula without any formula changes. The
impact of the whey inversion is the same across all the alternatives.

Impact of Formula Changes — The price impacts of only the formula changes of each
alternative obtained by taking the difference between the Total Impact and the Impact of
the Whey Inversion.
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