
UNITED STATES DEPARTMENT OF AGRICULTURE 
Farm Service Agency 
Washington, DC 20250 
 
For:  State and County Offices 
 

Calculating Production Loss Adjustments for Dairy Disaster Assistance Payment (DDAP-III) 
Approved by:  Deputy Administrator, Farm Programs 

 
 

 
1 Overview 
 

A Background 
 

Notice LD-593, subparagraph 8 B, provides that calculated production losses eligible for 
DDAP-III benefits may be adjusted by COC or designee, to do either of the following: 

 
• increase calculated pounds of production losses 
• decrease calculated pounds of production losses. 

 
As determined by COC or designee, adjustments to a dairy operation’s calculated production 
loss may include, but are not limited to, the following: 

 
• production dumped for reasons related to or unrelated to the applicable disaster condition 
• dairy cows added to offset production losses 
• dairy operations that go out of business 
• cow deaths unrelated to the applicable natural disaster. 

 
Note: Normal fluctuations in cow numbers because of cows being culled or heifers entering 

the milking herd do not require an adjustment. 
 

B Purpose 
 

This notice informs State and County Offices of the following: 
 
• provisions for calculating production loss adjustments for DDAP-III  
• recording production loss adjustments on FSA-747 
• additional guidelines for the DDAP-III program. 

 
 
 
 
 
Disposal Date 
 
October 1, 2008 

Distribution 
 
State Offices; State Offices relay to County Offices 
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Notice LD-594 
 

1 Overview (Continued) 
 
C Contact 
 
 State Offices shall direct questions about this notice to the following. 

 
Name Telephone Number E-Mail Address 

Dani Cooke 202-720-1919 danielle.cooke@wdc.usda.gov 
Elizabeth Miller 202-690-8038 Elizabeth.miller@wdc.usda.gov 

 
2 Production Loss Adjustments 
 
 A Converting Cows to Production Pounds 
 

COC adjustments must be entered in pounds in both of the following, when made available 
for use: 

 
• FSA-747 
• DDAP-III worksheet calculator. 

 
When only the number of cows applicable to the adjustment are known, the average annual 
production per cow determined from the base period shall be used to determine the 
applicable pounds of production for the loss adjustment.  County Offices shall convert cow 
numbers to pounds of production according to the following. 

 
Step Action Example 

1 Determine the average 
production during base 
period. 

2,000,000 (2003 production) + 2,400,000 (2004 production) = 4,400,000 lbs. 
4,400,000 lbs. ÷ 2 = 2,200,000 lbs. 

2 Determine the average 
number of cows during 
base period. 

100 (2003 average # of cows) + 120 (2004 average # of cows) = 110 
                                                 2 

3 Determine the average 
production per cow 
during base period. 

2,200,000 = 20,000 lbs./cow/year 
    110 

4 Determine the decrease 
in production loss the 
cows represent. 

20 cows sold for nondisaster-related reason. 
20 x 20,000 lbs./cow/year = 400,000 lbs. 

 
Note: Circumstances that can be quantified by the number of pounds lost for nondisaster 

reasons require no additional calculation. 
 
 B Exhibit 1 
 

Exhibit 1 will provide the outcome of all examples provided in this notice.  The paragraph 
reference applicable to the example will be indicated in parentheses next to the entry. 
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3 Production Loss Adjustment Decreases 
 
 A Decreases in Production Loss 
 

Decreases are made to calculated production losses when conditions unrelated to a disaster 
event affect disaster year production.  Decreases in production loss will be subtracted from 
calculated production loss for the dairy operation. 

 
 B Production Loss Decrease Example 1 

 
Flint Hill Farm is applying for disaster benefits.  A copy of their completed FSA-747 is in 
Exhibit 1.  Calculated losses for the dairy operation in 2005 total 520,000 pounds.  However, 
in 2005 Flint Hill Farm sold 20 cows for a nondisaster-related reason.  This will require the 
County Office to calculate a decrease in production loss that will account for the production 
that was decreased because of the sale of these cows. 
 
To calculate the adjustment: 
 
• convert the number of cows sold to pounds according to subparagraph 2 A 
 
• subtract the converted pounds of 400,000 pounds from the eligible loss of 

520,000 pounds calculated by the eDDAP-III automated software application. 
 

The production loss eligible for DDAP-III benefits after production loss adjustments total 
120,000 pounds. 
 
Enter the following on FSA-747: 

 
• “400,000” in item 8 A 
• “20 cows sold - nondisaster” in item 8 B. 

 
Note: The only manual calculation will be the conversion of cow numbers to production, as 

provided by subparagraph 2 A.  All other calculations will be computed by the 
eDDAP-III automated software application. 
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3 Production Loss Adjustment Decreases (Continued) 
 
 C Production Loss Decrease Example 2 
 

In 2005, Flint Hill Farm was affected by a hurricane that occurred in September and resulted 
in decreased production.  A copy of their completed FSA-747 is in Exhibit 1.  On 
April 1, 2005, the farm dumped 10,000 pounds of milk because of contamination unrelated 
to the hurricane.  The following will be entered on FSA-747: 

 
• “10,000” in item 8 A 
• “milk dumped on April 1, 2005” in item 8 B. 
 
A total of 10,000 pounds will be deducted from the production losses of 520,000 pounds 
calculated for 2005. 

 
 D Production Loss Decrease Example 3 
 

Dairy operations that go out of business during a disaster-affected year will only be 
compensated for losses during the portion of the year in which the dairy operation marketed 
milk.  For example, Flint Hill Farm suffered losses as the result of a freeze in January and 
February 2007.  A copy of their completed FSA-747 is in Exhibit 1.  On July 10, 2007, they 
sold their cows and ceased to market milk.  Their milk marketings for 140 cows through 
June 30, 2007, were 1,330,000 pounds.  County Offices shall use the following table to 
determine the amount of production loss decrease necessary to adjust for the months in which 
the dairy operation did not market milk. 

 
The County Office shall calculate production loss decrease as follows. 

 
Step Action Example 

1 Determine monthly 
average base 
production. 

20,000 (average yearly production/cow during base) = 1,667 lbs./cow/mo. 
                               12 mo./year 

2 Determine the herd’s 
monthly expected 
production. 

1,667 (monthly average base production) x 140 (2007 average # of cows)  =  
233,380 lbs./mo. 

3 Determine production 
loss decrease based on 
number of months out 
of business. 

233,380 (expected production/mo.) x 6 (number of months out of business) = 
1,400,280 lb. loss adjustment decrease 
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3 Production Loss Adjustment Decreases (Continued) 
 

D Production Loss Decrease Example 3 (Continued) 
 

The following will be entered on FSA-747: 
 

• “1,330,000” in item 7 C 
 

• “1,330,000 pounds represents milk marketings for January 1 through June 30, 2007” in 
item 22 

 
• “1,400,280” in item 8 A 

 
• “Operation gone out of business on July 10, 2007” in item 8 B. 

 
A total of 1,400,280 pounds will be deducted from the production losses of 1,470,000 pounds 
calculated for 2007. 

 
4 Production Loss Adjustment Increases 
 

A Increases in Production Loss 
 

Increases in production losses are used to account for production not included in eligible 
losses calculated for the dairy operation.  Increases to production losses will be added to 
production losses calculated for the dairy operation to increase their total eligible loss. 

 
B Production Loss Increase Example 1 
 

Flint Hill Farm is applying for disaster benefits for 2006 as a result of the excessive heat.  A 
copy of their completed FSA-747 is in Exhibit 1.  The dairy operation lost 10 cows and 
immediately purchased 10 cows in the same month to offset production losses. 
 
Note: The 10 deceased cows should not be included in the average number of cows in the 

dairy herd during the disaster year entered in FSA-747, item 7 B, because cow losses 
resulting from the natural disaster occurrence are not included in the average. 

 
Production attributed to the deceased cows must be determined according to 
subparagraph 2 A.  The result is as follows: 

 
10 (purchased cows) x 20,000 lbs./cow/year = 200,000 lbs. increase to production loss 

 
The following will be entered on FSA-747: 
 
• “200,000” in item 8 C 
• “10 cows purchased to offset production loss from deceased cows” in item 8 D. 
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4 Production Loss Adjustment Increases (Continued) 
 
 C Production Loss Increase Example 2 
 

As the result of a hurricane on August 31, 2005, Flint Hill Farm lost power for 5 days 
(September 1-5) and had to dump 25,000 pounds of milk because they were not able to keep 
it refrigerated.  A copy of their completed FSA-747 is in Exhibit 1.  The production records 
that the dairy operation provided do not include the milk that was dumped.  

 
The following will be entered on FSA-747: 

 
• “25,000” in item 8 C 
• “Dumped milk Sept. 1-5” in item 8 D. 

 
A total of 25,000 pounds will be added to the eligible production losses of 520,000 pounds 
calculated for 2005. 
 
Note: Evidence or a certification of dumped production must be provided to COC’s 

satisfaction to substantiate the increase to eligible production loss. 
 
5 Additional Information 
 
 A Payment Limitation 
 

Gross revenue and per person payment limitations do not apply.  However, no DDAP-III 
program participant may receive benefits that, in combination with the value of production 
not lost, would result in an amount that exceeds 95 percent of the value of the expected 
production for the disaster period if there had been no loss. 

 
Ninety-five percent of the value of production in the absence of the loss is calculated by 
multiplying: 

 
• base production, times  
• applicable mailbox price, times 
• 95 percent. 

 
The total value is determined by adding the calculated DDAP-III payment plus the value of 
the production not lost. 

 
Note: The 95 percent cap will be computed and validated through eDDAP-III payment 

software. 
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5 Additional Information (Continued) 
 
 B Deceased Producers and Dissolved Entities 
 

Notice LD-593, subparagraph 3 G provided guidelines for accepting applications for 
deceased producers and dissolved entities.  The procedure in Notice LD-593 requires proof 
of authority to sign for the deceased producer or dissolved entity.  State Offices shall consult 
with the OGC Regional Attorney on the following types of cases: 

 
• documentation submitted does not clearly establish authority to enter into a contract or 

application for the deceased individual, closed estate, or dissolved entity 
 

• application from and request for issuing payments to heirs of a deceased individual 
without documentation provided that establishes authority to enter into a contract or 
application for the deceased individual. 

 
For additional guidelines, the County Office shall follow the procedure in 4-DAP (Rev. 2), 
Amendment 3. 

 
 C Program Checklists 
 

FSA-770 DDAP-III’s will be required for DDAP-III for each of the first 5 applications 
processed at the beginning of the application period.  Multiple FSA-770 DDAP-III’s for each 
applicable disaster year will not be required.  A forthcoming notice will provide more 
information on FSA-770 DDAP-III. 
 
County Offices shall: 
 
• ensure that eligibility has been updated according to CCC-770 Eligibility, as applicable, 

before payments are issued to eligible participants 
 
• follow Notice CM-588 for CCC-770 Eligibility checklist policy for FY 2008. 
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5 Additional Information (Continued) 
 
 D Dumped Milk During Base Period 
 

To provide an accurate account of milk produced during the base period, milk that is dumped 
during either or both of the base years (2003 and 2004) shall be included in the base 
production entered in FSA-747, item 6 B.  Record in FSA-747, item 22, the reason the base 
production for the applicable year was increased, and record the type of supporting 
documentation used for verification. 
 
Note: The dairy operation must provide evidence or a certification to the amount of milk 

dumped and the reason. 
 

Example: Using the example in Exhibit 1, if Flint Hill Farm dumped 5,000 pounds in 2003 
that did not appear on their production records, it would be necessary to make an 
entry of “2,005,000” in item 6 B for 2003. 

 
Note: If the dumped milk is included in the producer’s production as provided by 

the milk marketing records, it is not necessary to increase production totals. 
 

E Missing Members of Dairy Operations 
 

In some cases, the members of dairy operations have changed since the year of the eligible 
disaster.  The members of the dairy operation and their appropriate share for the 
disaster-affected year must be entered in FSA-747, Part E.  If a member is no longer 
available or refuses to sign FSA-747: 
 
• their corresponding information shall be included in Part E 
• item 13 will be checked “Yes” to indicate that their share percentage was refused. 
 
Note: The reason for not obtaining the signatures of all members of the dairy operation shall 

be included in item 21. 
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 Notice LD-594 Exhibit 1 
 
FSA-747, Dairy Disaster Assistance Payment Program (DDAP-III) Application 
 
 Note: The paragraph reference applicable to the example will be indicated in parentheses next to 

the entry. 
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FSA-747, Dairy Disaster Assistance Payment Program (DDAP-III) Application (Continued) 
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