M I L K   Q U O T A   S Y S T E M

ARRANGEMENTS FOR THE REDISTRIBUTION OF UNUSED QUOTA FOR 2010/2011

EXPLANATORY MEMORANDUM

TO EACH REGISTERED MILK PURCHASER

The following arrangements apply to the redistribution of unused milk quota (flexi-milk) in respect of the 2010/2011 milk quota year.  

1.  DISTRIBUTION OF THE UNUSED QUOTA


The unused quota should be reallocated on the following basis:

	Category of Producer
	Description of Category
	Percentage of the unused quota available to category

	1
	Producers with quota of less than or equal to 350,000 litres


	90%

	2
	Producers with a quota of over 350,000 litres 


	10%


The amount of quota available to each category in a co-operative /dairy should be divided equally between all the producers in that category who have exceeded their quota and are eligible for an allocation. 

However the allocation to individual producers will be adjusted to take account of the following conditions:  

(a) Producers whose excess production is less than the standard allocation for their category are to receive the lesser amount.   
(b) In cases where the difference between available quota and 350,000 litres is less than the standard allocation for category 1, producers are first to receive the lesser amount from the category 1 pool, then be re-categorised as Category 2 producers, and receive a full or partial standard allocation for Category 2. The sum of these 2 allocations should not be greater than a category 1 standard allocation or less than a category 2 standard allocation.  

(c) The Category 2 standard allocation may exceed the Category 1 standard allocation only when all eligible Category 1 producers have been granted sufficient allocations to remove any excess.  The division of the unused quota between the categories may be adjusted to ensure that the full amount of unused quota is distributed accordingly.
The percentage allocations referred to above should also be used for the distribution of any unused quota re-allocated to your concern on a temporary basis from the national unused quota pool.

Methodological details are set out at point 8 below.

2. A producer's entitlement to unused quota is calculated on the basis of the total quota available for his/her use during the 2010/2011 milk quota year, including any quota held by way of a land leasing arrangement, or quota held on a temporary basis under the Temporary Leasing Scheme, or a temporary allocation from the Milk Quota Appeals Tribunal (including temporary allocations in respect of the Animal Disease Reserve). The 350,000 litres ceiling mentioned above refers to a producer’s total quota, irrespective of whether this is a single quota held with one purchaser or quota held with more than one purchaser. Milk Purchasers should establish if producers hold quota with other concerns.

3. Milk producers who sold part of their milk quota under the Milk Quota Restructuring Schemes and/or Milk Quota Trading Schemes since 2000 are not entitled to benefit from the allocation of unused quota to offset, or partially offset, deliveries in excess of their quota.  

4. Producers, irrespective of their total quota, who leased a quantity of quota to the 2010/2011 Temporary Leasing Scheme which was greater than the quantity of quota, if any, leased from the temporary leasing pool and any quantity of quota purchased under the 2010/2011 Milk Quota Trading Schemes will only be eligible for a Category 2 allocation.  

5. Where the Department of Agriculture, Fisheries and Food has reason to believe that a producer irregularly transfers or receives milk from another producer, both producers will not be entitled to benefit from an allocation of unused quota under this scheme.  This Department will inform each Milk Purchaser, in writing, of producers who are not entitled to benefit from the allocation of unused quota to offset, or partially offset, deliveries in excess of their quota.  

6. Milk Purchasers who incur a super levy liability, in respect of excess milk deliveries during the 2010/2011 milk quota year, should submit to this Department, by 9th September, 2011, a complete listing of all the unused quota allocations granted to over-quota suppliers.

7. Milk Production Partnerships

Each of the quota-holders in a Milk Production Partnership will be permitted to avail of a distribution of unused quota in this scheme, if the partnership as a whole is over quota. 

The unadjusted deliveries made by a Milk Production Partnership should be attributed to each of the individual quota-holders in the partnership, in proportion to the percentage of the quota each holds for the 2010/2011, milk quota year.  The over-quota position of each producer is calculated by subtracting the notional deliveries from each producer’s quota. 
8.     DISTRIBUTING THE UNUSED QUOTA – METHODOLOGICAL DETAILS 
The following example illustrates the methodology used for distributing the unused quota

 Example Co-op

Quantity of unused quota for redistribution

1,200,000 = (A)

Number of eligible producers who have exceeded their quota

Category 1 producers





120

Category 2 producers





40

Method for establishing the allocation to individual producers:

CATEGORY 1 PRODUCERS:   A x 90%

=

  1,080,000 (B)
CATEGORY 2 PRODUCERS:   A x 10%

=

  120,000     (C)

In this example


First Standard Allocation for Category 1 


=
B  ÷ 120 = 9,000

First Standard Allocation for  Category 2 


=
C ÷  40 = 3,000
Adjustment 1.

Account should be taken of producers whose requirements are lower than the First Standard Category allocation.   Where eligible producers do not require a full standard allocation, the resulting surplus quota is redistributed to other producers in the category progressively, thereby  increasing the standard allocations.  

For instance in Example Co-op, 40 of the 120 Category 1 producers who are eligible for an allocation had an excess production which was less than the first standard allocation of 9,000. In total they require a total of 200,000 litres to remove their excess. This releases 160,000 litres for further re- distribution to the remaining 80 category 1 producers whose excess was greater than 9,000 litres.

This increases the Standard Category allocation possible for the 80 producers to 11,000 litres. However 60 of the producers have an excess of less than 11,000 litres and their requirements are fully satisfied by allocations totally 620,000 litres. This releases 40,000 litres to be distributed across the remaining 20 category 1 producers.

After a number of iterations the eventual Final Category 1 Standard Allocation is 14,400 litres. i.e. all Category 1 producers whose over production was less than 14,400 litres have been satisfied while 90% of the unused quota has been allocated. A similar process would apply in category 2, and the Final Standard Category 2 Allocation amounts to 3,500 litres

Adjustment 2 
If a Category 1 producer’s quota plus standard category 1 allocation would be greater than 350,000 litres, then the following provisions apply:

· the category 1 allocation to the producer is restricted to the difference between his/her quota and 350,000 litres;  

· the producer is re-categorised as Category 2 and is allocated the Standard Category 2 allocation, or part thereof so that the combined allocation does not exceed the standard allocation for Category 1 producers

The following example illustrates how these provisions operate in practice: 

At a milk purchaser where the Final Standard distributions to Category I and 2 producers are as follows:
Category 1

-
14,400 litres
Category 2

-
3,500 litres
Producer A has a total available quota of 337,000 litres and is, therefore, a Category 1 producer. Producer A obtains 13,000 litres (i.e., 350,000 litres less 337,000 litres) in Category 1 and then becomes entitled to quota as a Category 2 producer.  In Category 2, producer A obtains 1,400 litres, (rather than the Final Standard allocation of 3,500 litres) as it brings the total allocation to 14,400 litres, which is the final standard category 1 allocation. 

(The 13,000 litres is drawn from the 90% pool and the 1,400 from the 10% pool.)

Producer B has a quota of 348,500 litres and is, therefore, a Category I producer.  Producer B obtains 1,500 litres (i.e. 350,000 litres less 348,500 litres) in Category 1 and then becomes entitled to quota as a Category 2 producer.  In Category 2, producer B obtains 3,500 litres (the full Category 2 Standard allocation) and this brings the total distribution to 5,000 litres.

(The 1,500 litres is drawn from the 90% pool and the 3,500 from the 10% pool.)

Adjustment 3.

The standard allocation to category 2 producers cannot be greater than the standard allocations for category 1 producers, while there are eligible category 1 producers with excess production.

Thus any  of the 10% of the unused quota, initially allocated to Category 2, which cannot be distributed to category 2, should be redistributed to  all producers who still have an excess after their Final Category Allocations. The allocations of these producers are increased accordingly by an equal amount  The final standard allocation plus any re- distribution from the 10% pool is the Total Individual Allocation. 
If in Example Co-op only 8 Category 2 producers exceeded their quota, availing of the  full 10% of the pool Final Standard Allocations of at least 15,000 litres would be possible.  However as the Final Standard Category 1 allocation using 90%of the unused quota is 14,400 litres, the final Standard category 2 allocation is capped at that level. At this point the balance of the 10% pool is distributed across all producers who still have an excess after their category allocation.


Adjustment 4. 

When the requirements of all eligible Category 1 producers have been satisfied and part of the 90% of the unused quota has not been distributed, the remaining part is to be re-allocated to Category 2, and distributed to  producers in that Category whose requirements have not been satisfied. 

Similarly, when the requirements of all eligible Category 2 producers have been satisfied and all of the 10% of unused quota has not been distributed, the left over part  must be re-allocated to Category 1, and distributed to  producers in that Category whose requirements have not been satisfied. 
9. Milk Purchasers, who require clarification of any of the procedures provided for in this memorandum, should contact the Meat and Milk Policy Division of this Department. 

DEPARTMENT OF AGRICULTURE, FISHERIES AND FOOD 

February 2011
