
CONVENTION
WINTER

DECEMBER 4-6, 2019 
PEPPERMILL CASINO & RESORT 

RENO, NEVADA

2019

Registration is NOW OPEN for Western United Dairies Members, Additional Members 
and Sponsors. Everyone attending must register.

*Late Registration Fee after November 18th.

FOR MORE INFORMATION, contact Norma Castillo 
at (209) 527-6453 or ncastillo@westernuniteddairymen.com

CALL & BOOK YOUR HOTEL TODAY! 
GROUP PRICING VALID THROUGH NOV. 3RD

REGISTER ONLINE
AT WUDAIRIES.COM - CLICK UNDER THE EVENTS TAB

(866) 821-9996 & USE CODE ACCA19

8:00am –6:30pm   Registration Open

8:00am –12:00pm  Exhibitor Setup

12:00pm –9:30pm  Trade Show Open

4:00pm –5:30pm     Opening Joint CCA & WUD General Session

5:30pm –6:30pm     Allied Industry Wine & Cheese Reception in  
         the Tradeshow

6:30pm –9:30pm     Tradeshow Welcome Party

WEDNESDAY, DECEMBER 4TH

6:30am –5:00pm   Registration Open

6:30am –7:30am    Prayer Gathering

7:00am –2:00pm   Joint CCA &WUD Industry Tradeshow

7:00am –8:00am   Breakfast in the Tradeshow

7:00am –10:00am  Bloody Mary Bar

8:00am –9:00am   California Cattle Council Update

9:00am –10:30am  Labor Compliance Update

10:30am–12:00pm How Goes the FMMO in California?

12:00pm –1:00pm    Lunch in the Tradeshow

1:00pm –2:00pm     Food and On-Farm Security Threat  
        Assessment   

       Bovine Order; Same Cows – New Compliance 

2:00pm –3:00pm    California Quota Update    
 

3:00pm –4:00pm    Building a Dairy Majority –WUD Political 
        Wins of 2019

4:00pm –5:00pm    Cattlemen’s College Session

THURSDAY, DECEMBER 5TH

FRIDAY, DECEMBER 6TH

8:00am –9:15am    Cattle-Fax Steak Breakfast  
      *additional fee*

9:30am –10:45am   Labor Compliance Workshop; Free Legal  
        Advice Seminar

AGENDA* *Draft



 

October 24, 2019 

SPECIAL QUOTA EDITION 
Following requests from members to provide a summary of the documents posted by United 

Dairy Families of California (UDFC) ahead of Phase II meetings, we will dedicate this Update to 

this important topic by condensing the information. This summary is not meant to replace the 

technical efforts and hard work by UDFC, Dr Bozic and Matt Gould, but is meant to excite the 

reader into further reviewing the UDFC documents in more depth. Those documents can be 

found here. As a reminder, if you have not signed up to attend one of those meetings, you can 

do it at https://www.dairyfamilies.org/events. Dates are as follows: October 30: Chino. October 

31: Tulare. November 1: Turlock. November 4: online 

Phase II Meetings Documents 

Objective: Develop a policy platform that is stable, legitimate and for which there is a full under-

standing of implications. 

Three background documents were developed by Dr. Bozic and Matt Gould: 

Tax treatment of quota. This will vary based on individual situations. Quota purchased 

before August 10, 1993 is not amortized. If quota was terminated or sold at a price low-

er than paid, it would be a loss than can offset ordinary income. Quota purchased after 

August 10, 1993 is amortized over 15 years. If quota is terminated or sold at a lower 

value than the tax basis (total value of quota when purchased minus total amortiza-

tion), the difference is a loss that reduces taxable income.  

Dairy product trends. The analysts forecast milk production to either be stable or grow at 

a pace of about 1% per year over the oncoming decade. If QIP were to suddenly termi-

nate, the estimate is a decline of as much as 4.2%. So Cal and Nor Cal would see the 

largest declines, which would be partially offset by increases in Fresno, Kings and Tulare 

counties. 

Farm-level financial metrics. 

Uncertainty affects financial ratios. Uncertainty has pushed the price of quota 

down. This increases the rate of return, but the lower quota equity value for 

quota holders is decreasing solvency (debt-to-asset ratio). 

How would QIP termination affect financial indicators? Quota owner would have a 

shock to his asset value and solvency metrics. If his solvency ratio has to be 

above a certain level, the bank may reduce his revolving loan amount, exacer-

bating the lower cash flow shock. For the net quota payer, his net farm income 

would increase, and so would his ability to carry long-term debt. Quota owner 

may be forced to exit while net quota payer in tough financial situations may 

be able to remain in the industry. 

10 proposals were developed based on feedback received during Phase I meetings: 

1.Base sunset. QIP continues as-is until a termination date. With a set expiration date in the 

future, the quota market value should adjust; the further out the sunset, the higher the 

value of quota today. With the table below, a 10-year sunset date results in an expected 

return of quota between $473 and $563 per lb. 

https://www.dairyfamilies.org/phase-ii-documents
https://www.dairyfamilies.org/events


 

 

 

 

Can be done legislatively (permanent solution) or through a producer referendum (less permanent, as it could be 

put through another referendum down the road). 

2.Variations of sunset (3 options).  

 A. Equalize quota pay prices and terminate QIP at a future date. Basically, bring all the RQAs to the highest level (ie 

 everyone gets paid $1.43/cwt) and pick a sunset timeframe between 1 and 10 years. E.g. if you pick 5 years, quota 

 holders get the equivalent value of $265 . 

 

 

 

 

 

 

 

 B. Terminate QIP with a sunset timeframe and give So Cal and Nor Cal more time to adjust (no change to RQAs).  

 C. QIP is phased out in equal installments over ten years. 

 

 

 

 

3.Quota stabilization. There is risk because between 61 and 65% of milk solids produced in CA are net payers into the 

program and would benefit financially from a termination. There are three main risks to the QIP: Legislative risk, le-

gal risk and producer referendum. Below are some proposals to reduce risk for the latter.  

 A. Redistribute quota from those with a high percentage of milk covered by quota to those near the breakeven 

threshold or those with relatively small amounts of milk solids. This could be done through a cooperative 

that would accept purchase bids from one of the two aforementioned groups. The coop would assign its 

members to sell quota at lower prices until the economic threshold for termination is no longer met. To en-

sure there are less than 65% of cash flow negative milk solids, $90 million worth of quota would need to be 

redistributed.  

Quota expires in 8 years for 

Nor Cal and So Cal (results in 

an estimated value of quota 

of $457-$471). Quota expires 

in 5 years in other areas 

(results in estimated value of 

quota of $265-$295). 

Quota payments go 

down by 17 cents 

every year for 10 

years (zone 1) 

Assessments go 

down 3-4 cents 

every year for 10 

years 
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WUD Thanks its Allied Members! 

To meet the 49.1% threshold, it would be 
$489 million (more details on threshold 
in proposal 6 below, “termination 
through referendum”).  

B. Reduce the number of quota owners 
at the extreme end of ownership. 

C. Reduce the number of Grade A non quota holders by en-
couraging them to switch to Grade B (Grade B producers 
can’t vote in a QIP referendum). 

4. Industry bond. Issue a state bond to buy out all quota 

holders today in exchange for the industry repaying the 

bond through assessments over a period of time. One op-

tion to create a bond would be to go through the state 

legislature, where the bond would be guaranteed by the 

state.   The state would assess Grade A producers until the 

bond was paid off. This would require amending milk pooling pro-

visions so that no producer would be able to opt out and no refer-

endum could occur. There are MANY possibilities in terms of as-

sessments, timeframes and buy out prices, but the proposal 

shows it is possible to get an assessment below $0.10/cwt on a 

25-year bond and below $0.20/cwt on a 10-year bond that 

would result in quota buyout prices at or above today’s value.  

5. Tying quota to Class I sales. Total contributions from Class I 

differentials to the CA FMMO pool would be used to set the amount paid to quota holders. This 

would result in a decrease in quota payments from an average of $1.54/cwt to $1.08/cwt and would 

continue to decline as Class I sales declined. This new QIP would still be operated by CDFA and the assessment would decrease 

from $0.37/cwt to $0.26/cwt. 

6. Termination through referendum. There is currently a risk of termination because there is nearly a two-third majority that 

is not directly benefiting from QIP. The threshold that was used to put QIP in place and that applies in this case for a petition to 

change/terminate QIP is that 51% of producers must vote. Of those voting, at least 65% of producers producing 51% of the 

milk or 65% of the milk representing 51% of producers must vote yes. In this threshold situation, voter turnout would ultimate-

ly determine the outcome. But there is uncertainty regarding the majority threshold needed because the language in the Food 

and Ag Code suggests a different threshold may be used if the petition targets Chapter 3.5 specifically (where the language 

authorizing QIP is located). The threshold needed to authorize continuation of that section is that 51% of producers must vote, 

and of those, 51% (of producers and milk) must approve its continuation. This means that 49.1% voting no would terminate 

QIP, if this section is used. See next page for an additional note on this topic regarding the threshold*.  

There are two main reasons to want QIP terminated. 1)a producer is a net payer 2)a marginally cash flow positive producer 

may view that he will be a net payer into the system if milk production in the state declined and the assessment went up. On 

the flip side, a net payer today may prefer to incur negative cash flow so he can sell his quota for a retirement a few years from 

now. The analysis notes that termination of QIP would have different regional impacts as well as individual impacts. 

7. Changing RQAs. Changing the RQAs would result in different assessment levels. This can be done without involving the 

state legislature and can be done via referendum. If all counties had the same RQA as Tulare (-$0.031034/lb SNF or -$0.27/

cwt), quota holders in all zones would receive quota payments of $1.43/cwt. This change would cause statewide QIP assess-

ments to decrease by about 3 cents per cwt. Different levels are discussed in the proposal. 
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8. Monetization of quota. Allow third parties to purchase quota, which would increase demand and potentially raise the value 

of quota. Changing the limitations to buy and sell quota could be considered (ie remove the 24 month waiting period). This pro-

posal could be combined with a sunset plan.  

9. Opt in opt out. Allow grade A producers to opt out of the quota program by forfeiting any right to buy quota in the future. 

This would result in a termination of the program in the short term as non quota holders exit the program, raising the assess-

ment for those left in the program, and creating further exits until the QIP is left without participants.  

10. Quota retirement. This proposal would target those close to retirement and small dairy producers (<100 cows). The pro-

gram would drop quota pay price to $1.11/cwt and assessments would decrease about 7%. Every month CDFA would take up to 

$2.5 million out of the QIP pool to retire quota. Those applying would agree to sell the herd within 90 days and must have owned 

quota for over 5 years. CDFA would pay up to $500 but would start with the lowest bid. As quota retires, the assessment would 

continue to decrease. This program would require legislation and a careful structure to avoid legal challenges.  

 

*Note on the referendum threshold (this is not a part of the UDFC documents, but is a part of 

the process) 
On September 27, 2019, CDI, LOL, DFA, UDFC and StopQIP sent a letter to the Secretary requesting clarification on the California 

Food and Ag Code, in particular regarding the referendum process and requirements found in Chapter 3.5. The Secretary provid-

ed a letter in response on October 18, 2019. This letter can be found here.  

 

For any questions feel free to contact Annie at annie@westernuniteddairymen.com or 765-543-4483 or contact UDFC directly. 

And don’t forget to register for one of the meetings next week! 

https://files.constantcontact.com/7233ce19301/7a8718a8-14be-4477-9bdf-b7d0ded7644b.pdf


 

 What’s Up and What’s Not — Your Weekly Market Update 
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Average ($/lb) AA Butter NFDM 40# Blocks Barrels Dry Whey 

September $2.2344 $1.0519 $1.9053 $1.9053 $0.3729 

October $2.1646 $1.0873 $2.0568 $1.8217 $0.3445 

October 23 $2.1423 $1.1073 $2.0420 $1.8458 $0.3291 

From last week -1.65 cents +1.2 cents +0.93 cent +9.72 cents -2.62 cents 

Latest commodity prices 

Latest class prices—Order 51 

Price ($/cwt) Class I LA Class II Class III Class IV PPD Statistical Uniform Price 

July $19.28 $17.61 $17.55 $16.90 $0.27 $17.32 (Tulare) -$17.82 (LA)* 

August $19.99 $17.60 $17.60 $16.74 $0.24 $17.34 (Tulare) -$17.84 (LA)* 

September $19.95 $16.93 $18.31 $16.35 -$0.94 $16.87 (Tulare)-$17.37 (LA)* 

This forecast is for informational purposes only and should 

not be used as a price guarantee. It is subject to change as 

market conditions change. 

Under the California system, this chart included actual, 

estimated and forecasted overbase prices. Since over-

base prices are no longer relevant under the FMMO, 

this chart will focus on the California all-milk price fore-

cast. Since we have historical data on the all-milk price 

and will continue to get such data, it seems an appro-

priate measure to show price trends in the state as we 

get more months of data under the FMMO.  

 

CA quota prices 

Price ($/cwt) # of buyers # of sellers # sales Low end Average High end Quota SNF transferred 

August 0 0 0 - - - 0 

September 4 4 4 $285 $296 $300 6,068.35 

October 2 2 1 $280 $290 $300 2503.75 

CDFA will no longer mail out quota sales price information each month. We will include it on this page to allow our interested members to keep track. 

*Does not include the quota deduction.  

   California FMMO pool corner—Sept data 

 Class Pounds Price Pounds (Aug) Price (Aug) 

I 455,698,952 $19.95 442,619,939  $19.99 

II 155,430,107 $16.93 136,285,149  $17.60 

III 109,753,013 $18.31 230,105,650  $17.60 

IV 1,047,363,170 $16.35 1,063,345,538  $16.94 

Total 1,768,245,242 1,872,356,276    

Class I: 25.8%

Class II : 9%

Class III: 6%

Class IV: 
59.2%

September pool data

$18.60 $18.70 $19.08 $19.36 $19.57 $19.25 

July August September October November December

California All Milk Prices 
(Actual and Forecast)

Forecast
(based on futures as of 

10/24/19)

Actual

Estimated
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