Background Materials for the Class 4b Hearing

In Preparation for the June 3, 2015 Hearing

Estimated Impacts of Proposals on California 4b and Pool Prices

Estimated Relationship Between Proposals and Federal Class Ill Prices

Estimated Frequency of Whey Factor Value Floor and Ceiling in Proposals
Production of Cheese, Whey Protein Concentrate and Dry Whey

California Dry Products Production

Pounds of Milk Processed into Cheese by Plant Size

Commodity Prices Used in California Class 4a/4b and Federal Class Ill/IV Formulas
California Cost of Production

Total Feed Cost as Percentage of Total Cost of Production

California Milk Cow Hay and Grain Mix Prices
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Summary Analysis of Estimated Impacts of the
Alternative Proposals on California Class and Pool Prices

Alternative Proposals Received from
California Dairy Campaign (CDC)/Milk Producers Council (MPC)/Western United Dairymen (WUD)
and Dairy Institute (Institute)
In Preparation for the June 3, 2015 Hearing

Using historic commodity prices, estimates assume that the alternative proposals and current formulas were in effect
from April 2010 through March 2015.

e Table 1 shows the impacts of the alternative proposals on class and pool prices relative to current prices, from
April 2010 through March 2015.

Table 1 - Estimates of Proposals less Current Class 4b and Pool Prices
12-Month Averages: April-March and 5-Year Averages: April 2010 - March 2015

(Dollars per Hundredweight)

CLASS 4b PRICES 2010-11 2011-12 2012-13 2013-14 2014-15 A\?(;:(ae;(;
CDC/MPC/WUD $0.76 $1.69 $1.51 $1.64 $1.68 $1.46
Institute $0.20 $0.55 $0.37 $0.51 $0.42 $0.41
POOL PRICES: QUOTA & OVERBASE

CDC/MPC/WUD $0.33 $0.76 $0.69 $0.76 $0.80 $0.67
Institute $0.09 $0.25 $0.17 $0.24 $0.20 $0.19

Please Note: Historic Prices are not necessarily a good predictor of future prices.



Estimated Impact on the Relationship between the
California Class 4b Price and Federal Order Class Ill Price

e Table 2 shows the estimated impact on the relationship between the California Class 4b price and the Federal Order Class

Il price from April 2010 through March 2015, using historical commaodity prices and assuming that the current and

alternative formulas had been in effect for that period.

o

Please note: plants in federal orders can avoid the minimum Class Ill price by depooling;
plants in California are always subject to the minimum Class 4b price.

Table 2 - Estimates of Relationship Between California Class 4b and Federal Class Ill Prices

12-Month Averages: April-March and 5-Year Averages: April 2010 - March 2015
(Dollars per Hundredweight)

i i 5-Year
California Class 4b less 2010-11 2011-12 2012-13 2013-14 2014-15
Federal Class Il Average
Current -$0.94 -$2.10 -$1.82 -$1.58 -$2.57 -$1.80
CDC/MPC/WUD -$0.17 -$0.41 -$0.30 $0.07 -$0.89 -$0.34
Institute -$0.74 -$1.55 -$1.45 -$1.06 -$2.15 -$1.39
Frequency of Occurrence of the Whey Factor Value Floor and Ceiling
in the Current Formula and the Alternative Proposals
Table 3 - Months in which the Whey Factor reached its
minimum or maximum value for the current and proposed sliding scales
during the 60-Month period, April 2010 to March 2015
Minimum Whey Value Maximum Whey Value
Scale Number of  Percent of Number of  Percent of
Months Months Months Months
Current 0 0% 19 32%
CDC/MPC/WUD 0 0% 0 0%
Institute 0 0% 28 A47%
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