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Guidelines for allocated dairy quotas under the Australia/United States Free Trade Agreement (AUSFTA)

General Information on Quotas

The AUSFTA provides for tariff-free entry to the United States of America (USA) for specified annual quantities of dairy products (ie. quotas) in 12 broad categories as set out in Table 1 below and also for products within previous quotas granted during WTO negotiations
.  The access amount of each category will increase each year by the agreed percentage indicated in Table 1. The AUSFTA is expected to take effect from 1 January 2005.  

Rules for the administration of AUSFTA quotas were developed by the dairy industry and have now been incorporated into the Dairy Produce Amendment Regulations 2004 (No1).  The Regulations are available on www.daff.gov.au/quota.

A formal review of the quota arrangements will be undertaken after three years operation of the AUSFTA quota regime.  The review will examine the concepts underpinning the quota controls, the quota allocation process and the ongoing administration of the quotas.

Table 1: Dairy quota categories and access amounts 

	Dairy Quota Category
	FTA Amount Year 1
	Growth Amount (p.a.)

	Cream/Ice Cream*
	7.5 m litres
	6%

	Condensed Milk
	3 000 t
	6%

	Butter/Butterfat
	1 500 t
	3%

	Non-Fat Dried Milk Powder and Skim Milk Powder
	100 t
	3%

	Other Milk Powders
	4 000 t
	4%

	Other Dairy Products
	1 500 t
	6%

	Cheddar Cheese
	750 t
	3%

	American Cheese 
	500 t
	3%

	Swiss-type Cheese
	500 t
	5%

	European-type Cheese
	2 000 t
	5%

	Other Cheese
	3 500 t
	5%

	Goya Cheese
	2 500 t
	5%


*  This category has been split into subcategories of Cream (5 000 000 litres) and Ice Cream (2 500 000 litres)

Products entering the USA under any of the above categories will need to be accompanied by a quota certificate that specifies the amount of product and the USA Harmonised Tariff Schedule product code.  The certificate will be recognised by the USA Government as a condition of import for tariff-free entry.  A guide to AUSFTA quota products with USA codes and their Australian equivalents is at www.daff.gov.au/quota.  All quota certificates for each category will be issued by the Australian Government Department of Agriculture, Fisheries and Forestry (the Department). 

In addition to issuing quota certificates for AUSFTA quotas, the Department will also be responsible for managing all aspects of quota administration including the collection of fees, the calculation and allocation of quota entitlement for relevant categories, monitoring quota usage and withdrawal of quota entitlement.  The management system is outlined below.  

Quota Management System

The AUSFTA quota categories will be managed as either allocated or unallocated quotas.  Allocated categories are those where dairy manufacturers can apply for entitlement to ship quota products prior to the commencement of the quota year and on receiving quota can retain their entitlement into future years subject to conditions.  An unallocated category is one for which applications for export approvals can be made by any person throughout the quota year until the quota is fully utilised.  The unallocated categories are also referred to as first-come-first-served (FCFS).

Most of the above AUSFTA categories will be managed as allocated quotas but the category Other Dairy Products will be unallocated and the category of Milk/Cream and Ice Cream will be divided into sub-categories of which Cream will be an allocated category and Ice Cream will be unallocated.   Detailed rules for the management of allocated quotas follow. Unallocated quota arrangements are explained separately in Guidelines for unallocated dairy quotas under the Australia/United States Free Trade Agreement (AUSFTA) available at www.daff.gov.au/quota or on request by telephoning (02) 6272 3568.

Allocated Quotas – cheeses, butter, cream, milk powders and condensed milk

Categories and products

The categories and 2005 amounts to be allocated are listed in Table 2.  For details of specific products (USA Harmonized Tariff Schedule product codes and Australian equivalents) that may be entered under each of these categories, please refer to the product equivalence schedule at www.daff.gov.au/quota. 

Table 2.  Allocated Categories: Total and minimum amounts, rounding factors and set-asides
	FTA Category
	Total amount for allocation
	Minimum Allocation 
	Rounding Factor
	Set-Aside Amount

	Cream
	5 000 000 litres
	20000 litres
	20000
	5%
	250 000 lt

	Butter/Butterfat
	1500 tonnes
	20 tonnes
	20
	5%
	45 t.

	Condensed Milk
	3 000 tonnes
	20 tonnes
	20
	5%
	150 t.

	Non-Fat Dried Milk Powder & Skim Milk Powder
	100 tonnes
	20 tonnes
	20
	0%
	0

	Other Milk Powders
	4 000 tonnes
	20 tonnes
	20
	5%
	200 t.

	Cheddar Cheese
	750 tonnes
	20 tonnes
	20
	5%
	37.5 t.

	American Cheese
	500 tonnes
	20 tonnes
	20
	5%
	25 t.

	Swiss Cheese
	500 tonnes
	10 tonnes
	10
	5%
	25 t.

	European Cheese
	2 000 tonnes
	10 tonnes
	10
	5%
	100 t.

	Other Cheeses
	3 500 tonnes
	10 tonnes
	10
	5%
	175 t.

	Goya Cheese
	2 500 tonnes
	20 tonnes
	20
	5%
	125 t.


Company eligibility and application forms

Quota entitlement will be allocated on application and initially only to dairy manufacturers.  A dairy manufacturer is a person who collects milk from farms and processes it or purchases dairy produce and subjects it to a process that changes it from one kind of produce to another or repackages it.   Application forms are available on the Department’s website at www.daff.gov.au/quota or by calling 02 6272 3568.

Quota transfer

Once an allocation of entitlement has been made to an eligible manufacturer (and the relevant fees have been paid - see below) that entitlement may be transferred to another party including other quota holders, other dairy manufacturers or exporters, brokers or agents on a temporary or permanent basis.  To do this, the transferrer must send the Department a form advising the details of the transfer including whether it is temporary or permanent.  Forms are available on the Department’s website at www.daff.gov.au/quota or by calling 02 6272 3568.

Additional criteria for Cream

With Cream, a manufacturer requires USA registration of approved premises to export product to the USA.  An eligible manufacturer may obtain an interim allocation of entitlement if the manufacturer does not currently hold the necessary registration.  However, to help ensure the full utilisation of quota, USA registration must be obtained by the end of June 2005 (or the manufacturer must be able to provide evidence that registration will be granted by 23 August 2005) or the entitlement will be withdrawn and redistributed to other entitlement holders. 

How quota entitlement is calculated in Year One

Preliminary calculations

The preliminary entitlement for each allocated quota category in Year 1 of the AUSFTA will be calculated on pro-rata shares of exports and production against all applicants for that category.  The formula to be used is fully explained in the Regulations. The weighting given to exports will be twice that given to production.  

Data sources

Export data will be drawn from Australian Quarantine and Inspection Service (AQIS) export records of shipments for the 2002 and 2003 calendar years.  Export data will include exports for each category to all markets, except for those cheese products exported to both the USA and to the European Union under previous WTO quotas held by some companies.  

Production data will be provided by companies for the 2002 and 2003 calendar years.  This data will be verifiable by the Department as necessary.  Production data will include only products processed directly from milk or cream and will not include secondary processing in order to avoid  ‘double-counting’ of some dairy produce. 

Where an applicant believes the 2002 or 2003 production years were significantly different from each other and would lead to disadvantage, the applicant may nominate a year to be used for calculations.  If the applicant then meets the criteria for disadvantage (see note below), the nominated year will be used for calculations for all categories and for both exports and production.

[Note:  Disadvantage is defined as an increase of 25 per cent or more or a decrease of 25% or more between 2002 and 2003 company production data in 40% or more of the AUSFTA quota categories the company produces.  Disadvantaged status will recognise that a significant event has occurred that would prejudice the company’s allocation of entitlement]. 

Primary applicants

Once the preliminary entitlement has been calculated, the amounts will be rounded up by the rounding factor (either 10 or 20 tonnes) applicable to the relevant category (see Table 2).  All applicants on or above the minimum allocation for the category, as shown in Table 2, will receive a primary allocation and are referred to as primary applicants (the remainder will receive a secondary allocation from the set-aside as detailed below). 

After primary applicants have been determined, each primary applicant's allocation will be adjusted proportionally either up or down (but not below the minimum threshold) until the amount left unallocated for the category is equal to the amount of set-aside for the category (see Table 2).  

Secondary applicants and set-asides

All those applicants who fall below the minimum threshold in the preliminary calculations are secondary applicants and will share equally in the set-aside for the relevant category as shown in Table 2.  However, no applicant may receive entitlement greater than the minimum allocation for that category. Any set-aside remaining if all secondary applicants have received the minimum allocation is to be redistributed equally to entitlement holders that received an allocation up to the value of four times the minimum allocation or five per cent of the Year One quota amount for the respective category, whichever is greater. 

Quota allocation: Year Two and beyond

Companies receiving an allocation of quota in Year One will retain the allocation for Year Two, Year Three and Year Four subject to any permanent transfers or forfeits (see below).  The total amounts available for each category will increase annually in accordance with growth percentages for each category as set out in Table 1.  Distribution of the additional growth amount across quota holders is outlined below.  In Year Four a review of the quota management arrangements will be undertaken, after which entitlements may vary dependent on the outcomes of the review. 

Under what circumstances will quota be forfeited? 

Quota entitlement can be forfeited in the following situations:  a) a quota holder will forfeit quota that has been temporarily transferred in two consecutive years (not including 2005).  If quota was transferred to the same person for the two years the transfer becomes permanent.  If quota was transferred to different persons, the quota is forfeited and added to half the annual growth for each category for redistribution as described below.  b) where a quota holder does not ship 95% of its entitlement for two consecutive years, not including 2005, the average of unused quota over the period is to be forfeited and added to half the annual growth for each category for redistribution as described below. 

How the annual growth and forfeits are distributed each year

The annual growth percentage for each category is set out in Table 1.  Half of this amount (together with any forfeited quota as noted above) is distributed proportionally to all primary and secondary quota holders.  A secondary quota holder is one that received an allocation up to the value of four times the minimum allocation or five per cent of the 2005 quota amount for the relevant category whichever is greater. The other half of the annual growth amount is distributed equally to all secondary quota holders and new applicants (see Information for New Applicants).

Management of unused quota

All quota holders with unused quota in any category must advise the Department by 23 August each year how remaining quota will be used.  To do this, quota holders must forward a Quota Approval Application Form to the Quota Administration Unit for the amount of quota that they intend to use in the remainder of the quota year.   Any amounts not advised will be withdrawn and made available for re-distribution in the current quota year.  Companies unable to use all their available quota in any year may request the Department to withdraw quota at any time.  Amounts withdrawn for re-distribution within a quota year will not be permanently forfeited except as outlined in the preceding sections above.

Companies wishing to ship product against unused quota that has been withdrawn may do so by  forwarding a Quota Approval Application Form to the Department on or after 25 August.
How new applicants can obtain quota in 2006 and later years.

A dairy manufacturer that has not been allocated quota in a category can apply to the Secretary of the Department for an allocation of quota in that category for 2006 and beyond.  Given that existing quota holders will be advised of their following year’s entitlement by 1 November, new applicants seeking quota should apply before 15 October. Application forms for the allocation of quota entitlements are available at the Department’s website.
Fees

A fee for the application to export AUSFTA dairy quota products is prescribed in the regulations.  The fee is designed to provide cost recovery for the management of entitlement to all of Australia’s dairy quotas to the USA on an annual basis.  The fee is currently set at 0.7 cents per kilogram of quota approved.  Please note: the Department will not issue quota certificates until the fee has been paid in full nor will quota entitlement holders be permitted to transfer quota until fees have been paid. 

� For further information on WTO quotas please see � HYPERLINK "http://www.daff.gov.au/quota" ��www.daff.gov.au/quota�.  Please note that cheeses for which WTO quotas are available are regulated by Australia under the Dairy Produce Act 1986 and these cheeses require export approval from the Department whether they are exported within the quota or not.  All WTO quotas require product to be shipped through licenced USA importers.  





