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Branch Leadership Changesin 2010 N ]

At the end of June 2010, Dairy Marketing Branch Chief Dave Ikari retired. He served CDFA for
36 years, and for the most recent 25 years as Branch Chief of the Dairy Marketing Branch.

Dave began his career at CDFA in 1974 as an Assistant Agricultural Economist in the
Marketing Division, where he served as the Department liaison for a number of marketing
order boards and commissions. In 1985, Dave was appointed as Branch Chief for the Dairy
Marketing Branch and served in that position until his retirement at the end of June, 2010.
During Dave’s tenure in Dairy Marketing, he served on over 75 public hearings centered on
milk pricing and dairy policy issues for the State of California dairy industry.

Dave earned a lot of respect among his CDFA peers and dairy industry leaders for his expertise and knowledge of dairy
policy and pricing issues. Dairy Marketing Staff consider Dave a friend and leader who led the Branch through often
challenging times. We wish him well in his retirement years while enjoying his family and newly found passion of golf.

In late November 2010, Candace Gates was appointed as the new Branch Chief of the Dairy
Marketing Branch. Candace is former Assistant Branch Chief and was Acting Branch Chief
following Dave’s retirement.

Candace was raised in Northern California in the agricultural-based community of Half Moon
Bay, in a commercial fishing family. Her interest and involvement in agriculture started early
as she was active in 4-H and FFA, was a member of the school’s livestock judging team, and
annually showed market animals at the County Fair and Jr. Livestock Show at the Cow Palace.
She graduated from Chico State University with a Bachelor’s Degree in Agricultural Business.

After graduating, she began working for the California Department of Food and Agriculture in the Dairy Marketing
Branch Cost of Production Unit which gave her the opportunity to work with dairy producers and determine their cost
of production. Over the past 28 years, Candace has worked in many capacities in the Branch from administrative work
to statistics and economics.

Candace lives in Elk Grove, California with her husband Andy and two children, Britney and Bryan. We congratulate
Candace on her appointment as the Dairy Marketing Branch Chief and wish her continued success in serving
California’s dairy industry.

PLEASE NOTE: The California Cost of Production Annual is an annual publication designed for California dairy
producers in order to provide information and data relevant to California milk production. The Cost of Production
Annual is located on the Dairy Marketing Branch website at: http://www.cdfa.ca.gov/dairy/dairycop_annual.html

The interest and popularity of this publication has increased the annual mailing to well over the 1,800+ California
producers and processors. The increasing cost of paper, printing and mail service for this annual publication is financed
by the monthly assessments that California dairy farmers and dairy processors pay. In an effort to reduce the costs to
publish and mail this information, beginning with the 2012 issue, the information will be available to the public only
via the Branch’s website at the website address above. We will continue to mail a hard copy to the California producers
and California processors.

If you would like an email notice of when the annual is posted to the website, please let us know by sending an email
request to dairy@cdfa.ca.gov. We appreciate your assistance in helping us provide the information in the most cost
effective manner possible. If you have any questions regarding this change please contact Branch Chief Candace Gates
at (916) 341-5988.
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The Cost of Productionin 2010

Introduction

The Dairy Marketing Branch, Cost of Production Unit
(COP) is pleased to present the fourteenth edition of
the California Cost of Production Annual Summary.
The 2010 Annual Summary includes information
vital to the California dairy industry. Producers

need as many tools as possible to make sound
management decisions and the information in this
summary provides some of these tools.

Food & Agricultural Code

Under the California Food and Agricultural Code
62062, the Department of Food and Agriculture
(Department) must consider the cost of producing
market milk in determining appropriate minimum
prices.

Cost of Production
Collection Methods

The Department’s COP collects and summarizes cost
data from California dairy farms. The Department
has been collecting and reporting changes in

milk production cost information since 1955 and

is the only state in the U.S. that has an impartial
government agency reporting comprehensive

milk production cost information. Although the
Department has the legal authority to collect cost
of milk production from “Grade A" dairy farms,

dairy producers find the study and resulting

AWV

comparisons valuable and cooperate in the cost
studies voluntarily. Milk Production Cost Auditors
specializing in cost accounting and other accounting
procedures conduct the cost studies. Auditors
review dairy farm financial records on-site and work
with dairy management to perform a compilation

of dairy expenditures. This information is provided
primarily as a service to those participating in the cost
studies, in order for them to compare the results of
their operations with the information presented on
the accompanying schedules. All published data is
subject to revision.

Available on Website...
COP Secure Website

The COP has developed a secure website called the
“Cost of Production Unit Document Library.” The
secure website allows participants to access their
financial information that is compiled into reports
labeled Feedback, Cost Comparison, and other
specialized reports. This site has been developed to
make sure that confidential and personal information
will not be compromised. Each participant receives a
username and password to access the secure website.

This website has been created to provide information
in a timely manner and to store historical information.
A link is located at the Department’s Dairy Marketing
Branch website that will take you to the Document
Library. This link for the website is located at

: http://www.cdfa.ca.gov/dairy/, click on Cost
e ' of Production and a link for the secure website
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will be at this location.

COP Public Documents

The COP is always looking for ways to provide
valuable information to the dairy industry.
Quarterly and annual cost of production
reports are posted to the Dairy Marketing
Branch website. To access these reports go to
the homepage website address at
http://www.cdfa.ca.gov/dairy/ then under
the Dairy Marketing tab, click on Cost of
Production.
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California’s Dairy
Industry in 2010

" —
A year of recovery is a way to

describe 2010, as the dairy industry
sorted through the many issues

that plagued 2009. For dairy
producers, milk prices increased

while production costs decreased,
which helped to improve margins

on the dairy. For dairy processors,

at both the domestic and global

level, demand for finished dairy
products improved, as economies
began to recover from the recession
of 2009. Nationally, there was
growing interest among producers
and processors to address volatility

in milk prices and farm income by
reforming milk pricing regulations and
government involvement.
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Throughout 2010, there were many signs of
strength and improvement. Based on California
Dairy Statistics, milk prices improved substantially
in 2010, with the average price paid to producers
rising to $14.71, more than $3 per hundredweight
above the 2009 average price. Total bulk milk
production and cow numbers increased in California
respectively by 2.2 and 0.6 percent from 2009. A
combination of strong global dairy prices, increased
global demand for dairy products, a cheaper U.S.
dollar, and lower-than-expected production in
Oceania led to record levels of U.S. dairy exports

in 2010.

Milk Production

For the first four months of 2010, California milk
production recorded net decreases compared to
the same months in 2009. However, beginning in
May, each month through the end of the year had
an increase in total production from the previous
year, finishing up the year at a positive 2.2 percent
(+867 million pounds) compared to production
totals for 2009. Five counties, Tulare, Merced,
Kings, Stanislaus, and Kern accounted for 71.5
precent of the milk production in 2010. These five
counties were responsible for 69.5 percent of milk
production in 2009. Milk production per cow in
California was estimated at 21,719 pounds per cow
and the number of dairy cows in the state increased
to 1.85 million.
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Utilization

Utilization in 2010 changed course from the past
few years with butter and nonfat dry milk powder
production (Class 4a) decreasing their percentage of
utilization slightly from 35.2 percent in 2009 to 34.8
percent in 2010. The percentage of the milk supply
going into cheese production (Class 4b) increased
to 41.0 percent in 2010 from 40.2 percent in 2009.

In 2010 as compared to 2009, California nonfat dry
milk production increased 5.7 percent and butter
production increased 7.1 percent. Even though
nonfat dry milk and butter production significantly
increased in 2010, Class 4a utilization of the pool
decreased because of the total cheese production
increase of 6.8 percent in California resulting in a
Class 4b utilization increase. Mozzarella production,
which accounts for more than half of California
cheese production, was responsible for most of the
increase in Class 4b utilization. Mozzarella increased
14.1 percent while Cheddar fell 7.8 percent and
Monterrey Jack decreased 1.6 percent. The utilization
of pooled milk into Class 1 (fluid milk) products fell
to 15.0 percent (down from 15.3 percent in 2009).
Whole, low-fat, and skim milk all showed decreases
in sales, while reduced fat and half-and-half showed
increases.
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Milk Prices

The 12-month average mailbox price paid to
California producers was $14.37 per cwt. in 2010,
compared to $11.02 per cwt. in 2009. Production
disruptions nationally and abroad, including

a hotter-than-normal summer in the Midwest
and Northeast, drought in New Zealand, and
floods in Australia reduced inventories and
increased demand for available commodities.
Global economic recovery and rising demand

for animal protein and dairy products also fueled
momentum in export markets. The butter market
was particularly strong in 2010 as a combination
of butterfat shortages and increased demand
reduced inventories to record low levels and
caused prices to soar in the second half of the year.
Nonfat dry milk demand was also up, with prices
in 2010 rising well above the 2009 levels which
hovered near the USDA support purchase price.

Government Assistance and
Related Issues

The federal Milk Income Loss Contract (MILC)
program initiated payments to producers for
just one month in 2010 for $0.21 per cwt. In
comparison, payments were made in 10 out of
12 months in 2009, with the lowest payout at
$0.37 per cwit.

Mailbox Milk Prices for Selected States and the All Federal
Milk Order Prices, January 2009 - December 2010

$19.00

N

A number of proposals to reform the dairy industry at
the national level gained traction in 2010 as talks of
the upcoming 2012 Farm Bill ensued. Such programs
included Foundation for the Future (proposed by the
National Milk Producer’s Federation), the Dairy and
Price Stabilization Act of 2010 (legislation introduced
by Costa in H.R. 5288 and Sanders in S. 3531), the
Marginal Milk Pricing Program (proposed by Agri-
Mark), and the Federal Milk Marketing Improvement
Act of 2009 (known as the Specter-Casey Bill S. 1645).
Each proposal addressed ways to target the increasing
volatility in milk prices and farm income, and topics
included margin protection, supply management,
and revision of current pricing formulas, among

other issues. Efforts to reform the dairy industry are
continuing into 2011.

No public hearings were held in 2010 in California

or in federal milk marketing orders. A petition from

the California Floor Price Committee that called for a
hearing to floor all milk prices in California was denied
by the Department because such a policy would have
resulted in prices that were not in a reasonable and
sound economic relationship with the national value of
manufactured milk products.

Cooperatives Working
Together (CWT)

The CWT program conducted its 10th and final herd
retirement in the summer of 2010, removing 31,159
cows from the U.S. milking herd and decreasing U.S.
milk production by approximately
584 million pounds. The CWT
program also continued to accept
dairy product export bids and

will focus exclusively on building
export markets after 2010 through
its export assistance program.

$17.00

$15.00

Dollars Per Hundredweight

= California —#-Northwest States —&— New Mexico
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Environmental Issues and
Regulations

No matter where dairies are
located in California there is some
type of regulation dairy facilities
must comply with in order to
operate. Dairies located in the San
Joaquin Valley are under more
scrutiny for air quality due to this

=8 All Federal Order Areas



The Cost of Production in 2010

region being listed as “extreme”
for being out of compliance with
the Federal Clean Air Act. Dairies
located within the Central Valley
have had to meet regulations
under the Waste Discharge
Requirements (WDR) that are
being implemented in stages. The
cost of compliance for regulations
is not always easy to measure due
to many varying factors. In 2010,
CDFA put together an overview
and compliance cost for the WDR
in a document titled “Water Quality
Regulations for Dairy Operators in
California’s Central Valley." Since
all the requirements for the WDR
have not been implemented, this document will be
updated periodically to capture the actual cost of
compliance. This document is posted on the CDFA
website at: http://www.cdfa.ca.gov/dairy/pdf/
WDR_CostofCompliance_final.pdf .
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Air Quality Regulations

On October 21, 2010, the San Joaquin Valley Air
Pollution Control District (SJVAPCD) adopted

Rule 4570.The rule is an updated version of the
regulation for confined animal facilities first
adopted by the district in 2006. Prior to the
updated version, Rule 4570 applied to existing
Large Confined Animal Facilities (CAF) defined as
1,000 milk cows or more. CAF had to implement
management practices from a menu-based
approach to reduce Volatile Organic Compounds
(VOCs), as an industry, by 9 tons per day, ammonia
by 100 tons per day, and methane by 200 tons per
day. The older version of the rule focused

on reducing emissions only from cows and manure,
while the updated rule puts more emphasis on silage
emissions. The updated rule is still a menu-based
approach. The major changes to the updated rules:

« Covers smaller facilities than before (>500 milking
cows instead of >1,000).

« Some of the mitigation practices have changed to
add controls related to silage.

Implementation of the rule will be phased in over
time.

There will be approximately 300+ additional dairies
and 20 poultry facilities that will have to follow the
new ruling, which will achieve 31.8 tons per day of
additional VOCs reductions. However, small dairies
with at least 175 cows will need to apply for operating
permits. For details of Rule 4570 and the permitting
process, go to the SJVAPCD website at
http://www.valleyair.org/index.htm

California Cost of Production Annual 2010 \ 7
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Water Quality
Regulations

Dairy producers located in the
Central Valley have to meet
regulations under the Waste
Discharge Requirements
(WDR) General Order No.
R5-207-0035 for existing milk
cow dairies which are carried
out by the Central Valley
Regional Water Quality Control
Board (Region 5). Producers
were required to submit a
waste management plan

by July 1, 2010, in addition

to completing weekly and
monthly monitoring. In 2010,
Region 5 began to notify
dairies at a rate of about 25 dairies per quarter
to develop an individual monitoring well plan.

Costs associated with this requirement have Dairy Cares is promoting Dairy FARM throughout
been estimated by Dairy Cares at an average of California using a five-point strategy, which
$42,500 per dairy for development of engineering includes:

plans, installation of wells, annual sampling and
analysis. As an alternative, some dairy producers
have organized to propose a program known as

1. Adoption of the National Dairy FARM animal care
best practice standards;

“representative monitoring.” Instead of installing 2. Orientation of dairy farmers to National Dairy
monitoring wells on every Central Valley dairy, this FARM standards through workshops and

plan allows for strategically locating representative educational materials from the University of
wells on dairies that represent the range of California and California Dairy Quality Assurance
conditions in the valley. The representative Program;

monitoring program must be approved by

. : . ) 3. On-farm evaluation of each dairy farm to confirm
Region 5. Itis estimated that with fewer wells

compliance;
needed, overall costs can be greatly reduced and P
shared by a large group of dairy producers. At 4. Producer support and assistance to continuously
the time of publication, it was reported that 930 improve animal care practices; and

dairy producers had joined the representative 5

Y . . Independent third-party verification to
monitoring alternative.

demonstrate program integrity and credibility.

For more information on the Dairy Cares Five-Point
Farmers Assuring Responsible Plan visit www.DairyCares.com
Management (FARM) _ . _ _

For more information on the National Dairy FARM
On March 10, 2010, a coalition of California dairy program visit www.NationalDairyFARM.com
groups announced the launch of a statewide
program to promote responsible animal care on
the state’s dairy farms. The statewide program
is modeled after the National Milk Producers
Federation proposal that is called the National
Dairy FARM Program.
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California Cost of
Production Areas

The State of California is divided into four unique
cost of production areas: North Coast, North
Valley, South Valley and Southern California. Even
though the breakdown for these areas appears to
be mostly geographical, each area provides dairy
producers with a different package of natural
resources for milk production. The California
Dairy Statistics Annual 2010 provides statistical
information about milk and dairy product
production in California.

The maps displayed in each area narrative show
the change in the number of dairies by county,
comparing 2010 to the previous year.

Cost of Production Survey Areas,
Percent of Dairy Farms Participating
in 2010 Surveys

(Grey areas not included in the survey areas)

+ The Milk Production Cost Unit was established in 1955 to
conduct financial reviews of individual dairy farms. The
Unit collects and calculates milk production costs from
the financial records of Grade A dairy farms throughout
California.

+ In 2010, 164 dairy farms (9.5%) in California were surveyed
on a quarterly basis.

N )

North Coast

The North Coast area
consists of Del Norte,
Humboldt, Mendocino,
Siskiyou, Sonoma, and
Marin counties. Most
northern counties have
an abundance of rain
precipitation throughout
the year, while southern
counties quite often
experience a shortage of
water during hot summer
months. The North Coast is
home to many organic milk
producers who take advantage of
available pasture.

Over the course of 2010, this area experienced

a net loss of six dairies compared to 2009 and
accounted for 2.4 percent of total milk production
in the state. The total milk production of the area
was 915 million pounds in 2010, a decline of 6
percent, or 59 million pounds, from the prior year.
In 2010, the North Coast Regional Water Quality
Control Board began their regulation of dairies in
regard to waste discharge requirements (WDR).

California Cost of Production Annual 2010 \ 9
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North Valley

The North Valley area
covers the region
from Shasta County
to Madera County and
includes some coastal
counties.

This area is the most
diverse in terms of herd size,
herd type, dairy breed, and
weather. There is abundant
farm land available for
growing corn silage in the
spring and summer and oat
or other forage silages in the
winter. Producers in this area also
have access to feed by-products from a

variety of agricultural processing facilities, depending
on their valley location.

The total milk production of the area was 13,020 million
pounds, showing an increase of 0.5 percent, or 70
million pounds, over the prior year. The North Valley
represents 34.0 percent of total milk production in the
state.

10 \ California Cost of Production Annual 2010

South Valley

The South Valley
covers four counties
- Fresno, Tulare, Kings
and Kern.

The semi-arid climate

of this area provides an
excellent environment for
dairies, with low annual
precipitation and water
supplied by local irrigation
districts.

In 2010, these counties
accounted for a net loss of ten
dairies. Even with fewer dairies, this

area recorded production of 21,449 million pounds
of milk, an increase of 2.7 percent, or 611 million
pounds, over the prior year. The South Valley area
represents 56.1 percent of total milk production in
the state.

Milk processing plant expansions which took place
in 2009, by California Dairies, Inc., Land O’Lakes
and Leprino Foods, allowed for this increased milk
production in 2010.
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Southern
California

The Southern
California area
consists of San Luis
Obispo, Santa Barbara,
San Bernardino, Los
Angeles, Riverside,
Imperial and San Diego
counties. This area is
under constant pressure
coming from urban
growth and development.
Many warehouses, housing
developments and other
businesses reside on land that
was once occupied by dairies.

In 2010, this area experienced a net loss of two dairies,
while 2009 saw a departure of 12 dairies. Southern
California producers decreased their milk output by
3.4 percent, or 102 million pounds, producing 2,842
million pounds of milk, which accounts for 7.4 percent
of the total milk production in the state.

If you are a Grade A milk producer and are
interested in participating in the Cost of Milk
Production Survey that is administered by the
Dairy Marketing Branch, please see the contact
information on page 50.

{8 tM“

California
Cost of Production

In 2010, most dairy producers that participated in
the CDFA cost surveys experienced a lower cost of
production and higher milk income compared to
the prior year. The main reason for the decrease

in the cost of production for 2010 was lower

feed costs for grain commodities like corn, alfalfa
hay and other by-products. Feed costs for 2010
averaged $7.84 per hundred pounds of milk, a 10.6
percent decline compared to 2009. Another factor
for the lower cost of production is that replacement
costs decreased by 34.9 percent. The decrease in
replacement cost was due to the increased income
from the sale of dairy cows for beef with the
average price ranging from $49.40 to $58.70 per
cwt. This revenue offset the cost for replacement
stock. The higher price for beef and increased

milk income enabled dairy producers to remove
less efficient cows from the herd and replace them
with more efficient cows. Milk production per

cow increased by 2.1 percent in 2010 compared

to a year ago, which also helped lower the cost of
production.

The mailbox price that represents income producers
received for milk increased by 25.2 percent, compared
to a year ago. This increase in the mailbox price was
primarily due to increased demand for dairy products
domestically and internationally. In 2010, the average
mailbox income over total feed cost was $6.96 per cwt.
of milk, compared to $3.05 a year ago, representing an
increase of 128 percent.

California Cost of Production Annual 2010 \ 11
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The fourth quarter of 2010 brought an increase

in prices for corn, alfalfa hay, and other feed
ingredients. These increased feed costs resulted in
higher fourth quarter total cost of production by
4.5 percent, compared to fourth quarter 2009. The
fourth quarter was a reminder to producers how
volatile feed prices can be.

Due to volatile feed and milk prices, there seems

to be more producer interest in learning about risk
management tools. One risk management tool that
was made available to California producers in 2010
was the Livestock Gross Margin (LGM), sponsored by
USDA. Another risk management tool producers use
is buying or selling Class Il futures contracts. Several
of the milk cooperatives and proprietary plants offer
their members hedging or contracting tools.

increase during 2010, the feed costs kept pace with those
increases. Overall, 2010 showed the cost of production to
be down by 9.7 percent, compared to 2009. The decrease
in cost of production was mainly due to lower costs of
inputs for feed, lower replacement cost, and an increase in
milk production per cow.

The year 2010 found most dairy producers in a state
of recovery after a period of low milk prices paid
to producers in 2009. When milk prices started to

2010 Total Number of Dairies California’s Dairy Landscape

Shows a Decline of 37 Dairies . . . Overall, California recorded a“net” loss of 37 dairies for
2010 compared to 2009. This net loss included dairies
that have gone out of business, relocated, or merged,
and it also included new dairies. This loss was much
smaller than in the previous year (with a net loss of 100
dairies in 2009 compared to 2008). The net number

of 1,715 dairies operating in California at year end is
the number of dairies operating on the last day of
December of 2010.

Stanislaus County recorded the largest net decrease of
11 dairies, followed by Merced County with a decline
of 10 dairies. The Valley Region showed the largest
change in the number of dairies, recording a net loss
of 20 dairies (compared to a net loss of 56 dairies in
2009). The Northern region showed a net loss of 15
dairies (compared to a loss of 32 dairies the previous
year). The Southern California region had a net loss

of 2 dairies (compared to a loss of 12 dairies last year).
Seven counties recorded net gains in the number of
dairies in 2010 (compared to zero counties reporting
gains in 2009). Fresno County witnessed the largest net
increase of 4 dairies.

Sources: CDFA Milk and Dairy
Food Safety and Dairy Marketing
Branches

Data subject to change/revision.
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Milk Production Costs Cost Comparison Summary, 2010
(Cost per Hundredweight)

The Cost Comparison Summary is used to
monitor the cost of production on dairy farms.
A summary is published for each of the four
production areas, based on monthly cost of
production data. The comparison provides a Feed $7.84

statewide weighted average of all costs and w
e
$2.83

allowances for each area.
Return On

In addition to reporting costs for feed, labor,
operating, replacements and marketing,
the Cost Comparison Summary includes
an allowance for return on management

and return on investment. The return on Investment Replacements
investment is based on the Moody’s Baa $0.90 Marketing $0.51 $0.98
Corporate Bond Index that is published Mgﬁgur:n?:nt

monthly. The California Legislature has 55’.59

established statutes requiring the Secretary to
consider relevant economic factors, including
the cost of management and a reasonable
return on investment, when establishing
minimum prices (Food and Agricultural Code,
Section 62062).

Cost Comparison, 2009 vs. 2010
$9

$8.77

$7.84

In Dollars per Hundredweight

Feed Labor Replacements Operating Marketing Return on
Investment &
= 2009 @2010 Management
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California Production Cost Summary, 2010

All costs: per cow per month, unless noted

2009

North
Coast

North

South

Southern
California

2010

Percent

Average

Valley

Valley

Average

Change

Number of Herds 145 14 66 59 8 147

Feed Costs
a. Dry Roughage $40.89 $51.32 $29.12 $33.47, $45.01 $33.27| -18.6%
b. Wet Feed & Wet Roughage $31.36] $6.17 $29.55| $26.40 $20.62 $26.56] -15.3%
c. Concentrates $75.37| $61.71] $74.30 $76.52 $62.00 $74.33 -1.4%
d. Minerals & Supplements $7.28 $1.77 $8.99 $7.41 $3.95 $7.56 3.8%
e. Pasture $1.21 $18.25 $1.07 $0.00 $0.00 $0.80) -34.1%

Total Feed Costs $156.11 $139.22 $143.04 $143.80 $131.58 $142.52 -8.7%
Total Feed Costs ($/cwt.) $8.77| $10.21 $7.80 $7.85 $7.38 $7.84] -10.6%
Total Feed Costs (% of total costs) 57.9%] 57.3%] 56.3%] 57.8%] 57.3% 57.3%

Total Hired Labor $27.96 $33.67 $29.85 $26.24 $28.48 $27.81 -0.5%
Total Hired Labor Costs ($/cwt.) $1.57 $2.47 $1.63 $1.43 $1.60 $1.53 -2.6%
Total Labor Costs (% of total costs) 10.4% 13.9% 11.8% 10.6% 12.4% 11.2%

Total Herd Replacement $26.67| $14.57| $17.95 $18.17 $14.63 $17.75] -33.5%
Total Replacement Costs ($/cwt.) $1.50 $1.07 $0.98 $0.99 $0.82 $0.98] -34.9%
Total Replacement Costs (% of total costs) 9.9%) 6.0% 7.1%) 7.3% 6.4% 7.1%

Operating Costs

a. Utilities $5.21 $7.80 $5.48 $5.03 $5.21 $5.26 1.0%
b. Supplies $9.43 $10.37 $9.99 $8.91 $7.62 $9.22 -2.2%
c. Veterinary & Medicine $6.29 $4.20] $7.44] $6.56] $5.31 $6.71 6.6%
d. Outside Services $3.69 $2.16 $4.08 $3.67 $3.52 $3.76 2.0%
e. Repairs & Maintenance $5.89 $5.30 $6.94 $5.90 $4.55 $6.14 4.3%
f. Miscellaneous $2.08 $1.84 $1.76 $2.59 $1.39 $2.20 5.8%
g. Bedding & Manure Haul $1.36] $3.16| $1.12 $1.11 $2.10 $1.24] -9.2%
h. Fuel & Oil $2.34 $3.83 $2.94 $2.89 $2.10 $2.87 22.6%
i. Interest Expense $1.56 $0.87 $1.32 $2.07 $1.61 $1.75 12.6%
j- R E Lease Expense $4.00 $0.92 $4.66 $4.37 $5.09 $4.44 11.0%
k. Depreciation $6.10 $4.82 $6.05 $6.34 $3.75 $6.01 -1.4%
|. Taxes & Insurance $1.85 $1.64 $2.01 $1.83 $1.78 $1.89 2.1%)

Total Operating Costs $49.79 $46.91 $53.80 $51.28 $44.04 $51.49 3.4%
Total Operating Costs ($/cwt.) $2.80 $3.44 $2.94 $2.80 $2.47 $2.83 1.2%
Total Operating Costs (% of total costs) 18.5%)] 19.3%] 21.2%) 20.6%} 19.2%) 20.7%

Milk Marketing Costs

a. Hauling $5.95 $5.66 $6.05 $5.86 $7.78 $6.06 2.0%)
b. State Assessments $2.39 $2.18] $2.36] $2.31 $2.32 $2.32 -2.6%
c. Federal Assessments & Misc. Ded. $0.95] $0.63| $0.94] $0.96| $0.95] $0.95] 0.0%

Total Milk Marketing Costs $9.28| $8.47| $9.35] $9.13) $11.05 $9.33 0.6%
Total Milk Marketing Costs ($/cwt.) $0.52] $0.62| $0.51] $0.50] $0.62, $0.51] -1.5%
Total Milk Marketing Costs (% of total costs) 3.4% 3.5% 3.7% 3.7% 4.8%) 3.7%

Total Cost ($/Cow/Month) $269.81 $242.85 $253.98 $248.61 $229.78 $248.90 -7.7%)

Total Cost ($/cwt) $15.16) $17.80 $13.86) $13.57| $12.88 $13.70 -9.7%

Return on Investment and Management

a. Allowance: Return on Investment ($/cwt.) $1.24 $1.17 $0.87 $0.91 $1.00 $0.90] -27.4%
b. Allowance: Return on Management ($/cwt.) $0.46 $0.63 $0.59 $0.59 $0.60 $0.59 28.3%
Total Costs and Allowances ($/cwt) $16.86 $19.60 $15.32 $15.07 $14.48 $15.19] -10.0%

Milk Production Data

a. Milk Sold/Total Cow/Month/(cwt.) 17.79 13.64 18.33 18.32 17.84 18.17 2.1%
b. Lbs Milk Sold/milk cow/day 67.83 52.70 69.79 69.74 67.43 69.17 2.0%)
f. Fat Test % 3.72%)| 3.86%) 3.83% 3.66%) 3.48% 3.71%
g. SNF Test % 8.86%) 8.88%) 8.93%) 8.86%) 8.79% 8.88%
Related Data
|. Total Cows 1,261 290, 1,072 1,754 1,403 1,289 2.2%
m. Average Total Investment per Cow $2,827| $2,506 $2,572] $2,719 $2,993 $2,684 -5.0%
Milk Volume Percentages! 100.00%| 2.39% 34.06% 56.11%) 7.44% 100.00%

' Weighted average computed based on 2010 milk volume percentages.
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California Quarterly Production Cost Summary._ MH

California Quarterly Production Cost Summary

All costs: per cow per month, unless noted RISt Second Ihird Fourth 2010
: Quarter Quarter Quarter Quarter Average
Number of Herds 148 145 146 148 147
Feed Costs
a. Dry Roughage $33.22 $32.18 $32.17 $35.35 $33.27
b. Wet Feed & Wet Roughage $24.98 $25.55 $26.17 $29.04 $26.56
c. Concentrates $70.32 $71.28 $73.76 $81.93 $74.33
d. Minerals & Supplements $7.39 $7.59 $7.64 $7.70 $7.56
e. Pasture $0.34 $1.14 $1.18 $0.53 $0.80
Total Feed Costs $136.25| $137.75| $140.92] $154.54 $142.52
Total Feed Costs ($/cwt.) $7.66 $7.34 $7.78 $8.70 $7.84
Total Feed Costs (% of total Cost) 56.8% 56.5% 57.0% 58.7% 57.3%
Total Hired Labor $27.55 $28.06 $27.60 $28.53 $27.81
Total Hired Labor Costs ($/cwt.) $1.55 $1.50 $1.53 $1.61 $1.53
Total Labor Costs (%of total cost) 11.5% 11.5% 11.2% 10.8% 11.2%
Total Herd Replacement $17.44 $16.83 $17.51 $18.15 $17.75
Total Replacement Costs ($/cwt.) $0.98 $0.90 $0.96 $1.02 $0.98
Total Replacement Costs (%of total cost) 7.3% 6.9% 7.1% 6.9% 7.1%)
Total Operating Costs $49.41 $51.46 $52.12 $52.80 $51.49
Total Operating Costs ($/cwt.) $2.77 $2.74 $2.87 $2.97 $2.83
Total Operating Costs (%of total costs) 20.6% 21.1% 21.1% 20.0% 20.7%
Milk Marketing Costs
a. Hauling $6.01 $6.20 $6.04 $5.93 $6.06
b. State Assessments $2.24 $2.37 $2.28 $2.39 $2.32
c. Federal Assessments & Misc. Ded. $0.95 $0.98 $0.94 $0.91 $0.95
Total Milk Marketing Costs $9.21 $9.54 $9.26 $9.23 $9.33
Total Milk Marketing Costs ($/cwt.) $0.52 $0.51 $0.51 $0.52 $0.51
Total Milk Marketing Costs (% of total costs) 3.8% 3.9% 3.8% 3.5% 3.7%
Total Cost ($/Cow/Month) $239.86 | $243.64 | $247.41| $263.25 $248.90
Total Cost ($/cwt) $13.48 $12.98 $13.65 $14.81 $13.70
Milk Production Data
a. Milk Sold/Total Cow/Month/ (cwt.) 17.84 18.81 18.15 17.80 18.17
b. Lbs Milk Sold/milk cow/day 68.33 71.07 68.99 67.78 69.17
c. Gross Milk Receipts ($/cwt) $14.21 $13.98 $15.81 $16.23 $15.05
d. Mailbox Price ($/cwt) $14.02 $13.75 $15.49 $15.96 $14.80
f. Fat Test % 3.77% 3.64% 3.61% 3.82% 3.71%
g. SNF Test % 8.88% 8.87% 8.84% 8.93% 8.88%
h. Lbs Fat Sold/milk cow/month 77 78 76 79 78
i. Lbs SNF Sold/milk cow/month 182 191 187 186 187
j. Percent Quota 27% 26% 26% 26% 26%
Related Data
a. Percent Dry Cows 13% 13% 14% 14% 14%
b. Yearly Cull Rate 37% 39% 38% 37% 38%
c. Avg. Value (/Drop Bull Calf) $21.92 $45.95 $53.98 $40.40 $40.72
d. Milk Cow Alfalfa Hay Price ($/ton) $153.34 $158.51 $165.39 $176.87 $163.62
e. Grain, Mnrls & Splmnts ($/ton) $226.99| $221.00|] $230.34| $257.07 $233.71
f. Grain, Mnrls. & Splmnts. (Ibs/mc/day) 26.88 27.72 27.55 27.25 27.36
g. Milkers ($/hr with benefits & taxes) $13.82 $13.69 $13.61 $13.85 $13.77
h. Total Labor ($/hr) $14.52 $14.43 $14.30 $14.70 $14.50
i. Milk Cow Feed Costs ($/Cow/Day) $4.92 $4.89 $5.03 $5.53 $5.11
j- Milk Cow Feed Costs ($/cwt.) $7.22 $6.88 $7.30 $8.17 $7.40
k. Milk Cows 1,108 1,096 1,113 1,116 1,114
I. Total Cows 1,274 1,258 1,298 1,303 1,289
m. Average Total Investment per Cow $2,752 $2,608 $2,622 $2,559 $2,684
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Holstein Herds Summary, T

The Holstein cattle breed

is the most prevalent type
of dairy cow on California
dairies. High milk volume is
the leading trait distinction
of this breed. The California
Holstein Production Cost
Comparison consists of all
conventional (not organic)
herds. This comparison
shows a decline in most
cost categories. The largest
decline in cost, compared to
2009, was feed decreasing
by 11.1 percent, or $0.95
per cwt. Herd replacement
cost also had a significant
decrease of 36.1 percent,

or $0.54 per cwt. Labor
and milk marketing costs
showed decreases, however not as significant

at 3.4 percent and 1.4 percent, respectively. The Based on CDFA .
only cost category showing a slight increase was Sample of Dairies Holstein Jersey
operating cost, which increased by 0.6 percent, or

$0.02 per cwt. Overall, total cost decreased in 2010 Milk Production

by 10.4 percent, or $1.54 per cwt., as compared to Per Milk Cow, Per Day 72.24 56.69
20009. It is worth noting that the mailbox milk price

increased in 2010 by 27.6 percent, or $3.08 per cwt. Butter Fat Lbs. 78.38 8168
(from 2009), and production per-cow per-month Per Milk Cow, Per Month ’ ;
increased 2.0 percent. The Holstein cows produced, :

on average, 72.24 Ibs. of milk daily, out producing Solids-Not-Fat Lbs. 193.60 161.47

the Jersey breed by 15.5 pounds of milk per day Per Milk Cow, Per Month
and 32.1 pounds of solids-not-fat per month.
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Holstein Herds Comparison Mﬂ

California Holstein Production Cost Comparison, 2010

All costs: per cow per month, unless noted 2009 Holstein Holstein Holstein 2010 Percent
: Average 1-750 751-1200 1200 Plus Average Change
Number of Herds 110 41 22 49 112
Feed Costs

a. Dry Roughage $42.00 $36.28 $33.78 $33.91 $34.17] -18.6%
b. Wet Feed & Wet Roughage $33.11 $24.92 $30.18 $27.54 $27.60|] -16.7%
c. Concentrates $77.40 $75.45 $71.30 $76.62 $75.74 -2.1%
d. Minerals & Supplements $7.65 $6.49 $7.71 $8.09 $7.85 2.6%
e. Pasture $0.25 $1.54 $0.00 $0.00 $0.18| -26.3%

Total Feed Costs $160.41 $144.67 $142.97 $146.16 $145.54 -9.3%
Total Feed Costs ($/cwt.) $8.59 $8.08 $7.74 $7.55 $7.64] -11.1%
Total Feed Costs (% of total costs) 57.9% 57.0% 57.2% 57.5% 57.4%

Total Hired Labor $28.48 $30.83 $29.25 $27.41 $28.07 -1.5%
Total Hired Labor Costs ($/cwt.) $1.52 $1.72 $1.58 $1.42 $1.47 -3.4%
Total Labor Costs (% of total costs) 10.3% 12.1% 11.7% 10.8% 11.1%

Total Herd Replacement $27.95 $17.10 $19.48 $18.17 $18.23| -34.8%
Total Replacement Costs ($/cwt.) $1.50 $0.96 $1.06 $0.94 $0.96] -36.1%
Total Replacement Costs (% of total costs) 10.1% 6.7% 7.8% 7.1% 7.2%

Total Operating Costs $50.52 $50.68 $48.42 $52.66 $51.84 2.6%
Total Operating Costs ($/cwt.) $2.70 $2.83 $2.62 $2.72 $2.72 0.6%
Total Operating Costs (% of total costs) 18.2% 20.0% 19.4% 20.7% 20.4%

Milk Marketing Costs

a. Hauling $6.32 $7.07 $6.50 $6.35 $6.45 2.1%
b. State Assessments $2.50 $2.51 $2.41 $2.42 $2.43 -2.8%
c. Federal Assessments & Misc. Ded. $1.00 $0.94 $0.97 $1.01 $0.99 -0.9%

Total Milk Marketing Costs $9.82 $10.52 $9.87 $9.78 $9.88 0.6%
Total Milk Marketing Costs ($/cwt.) $0.53 $0.59 $0.53 $0.51 $0.52 -1.4%
Total Milk Marketing Costs (% of total costs) 3.5% 4.1% 3.9% 3.8% 3.9%

Total Cost ($/Cow/Month) $277.18 $253.80 $249.98 $254.18 $253.55| -8.53%

Total Cost ($/cwt) $14.84 $14.18 $13.54 $13.13 $13.30] -10.35%

Milk Production Data

a. Milk Sold/Total Cow/Month/ (cwt.) 18.68 17.90 18.46 19.36 19.06 2.0%
b. Lbs Milk Sold/milk cow/day 70.76 68.11 69.67 73.37 72.24 2.1%
c. Gross Milk Receipts ($/cwt) $11.48 $14.92 $14.77 $14.53 $14.60] 27.2%
d. Mailbox Price ($/cwt) $11.16 $14.53 $14.34 $14.18 $14.24] 27.6%
f. Fat Test % 3.58% 3.59% 3.57% 3.56% 3.57%

g. SNF Test % 8.79% 8.79% 8.80% 8.82% 8.81%

h. Lbs Fat Sold/milk cow/month 77 74 76 80 78 1.6%
i. Lbs SNF Sold/milk cow/month 190 182 186 197 194 2.0%
j. Percent Quota 32% 46% 39% 26% 30%

Related Data

a. Percent Dry Cows 13% 14% 13% 13% 13%

b. Yearly Cull Rate 39% 37% 39% 38% 38%

c. Avg. Value (/Drop Bull Calf) $17.90 $47.62 $45.62 $47.30 $47.10] 163.2%
d. Milk Cow Alfalfa Hay Price ($/ton) $186.05 $162.42 $160.17 $160.84 $160.96| -13.5%
e. Grain, Mnrls & Spimnts ($/ton) $236.98 $243.42 $222.66 $224.83 $231.21 -2.4%
f. Grain, Mnrls. & Spimnts. (Ibs/mc/day) 27.47 25.98 26.65 28.76 28.14 2.4%
g. Milkers ($/hr with benefits & taxes) $13.63 $14.00 $13.06 $13.87 $13.76 0.9%
h. Total Labor ($/hr) $14.32 $13.94 $13.84 $14.67 $14.45 0.9%
i. Milk Cow Feed Costs ($/Cow/Day) $5.68 $5.22 $5.12 $5.21 $5.20 -8.5%
j- Milk Cow Feed Costs ($/cwt.) $8.03 $7.66 $7.34 $7.10 $7.19] -10.4%
k. Milk Cows 1,128 371 825 1,976 1,162 3.0%
|. Total Cows 1,304 429 947 2,278 1,340 2.8%
m. Average Total Investment per Cow $2,864 $2,538 $2,425 $2,791 $2,711 -5.3%
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Jersey Herds Summary.

The Jersey breed population is still gaining

in popularity, especially among producers
shipping their milk to cheese processing
plants. Jersey milk is valued for its high
components, which convert to higher cheese
yields. In analyzing the Jersey Production
Cost Comparison between the years 2009
and 2010, improvements in cost categories
are noticeable. Feed cost in 2010 declined by
7.9 percent on a per cwt. basis. The highest
feed cost decline was in dry roughage, down
19.8 percent, on a per-cow per-month basis.
Replacement cost had a decline of 20.4
percent per cwt. The milk marketing costs
also declined by 1.9 percent per cwt. The only
categories which showed increased costs
were labor at 2.3 percent and operating at 3.7
percent, per cwt.

Total milk production increased by 1.3 percent
over 2009, the mailbox price increased by 19.1
percent, or $2.76 per cwt. Overall, the total
cost declined by 5.2 percent, from $16.44 in
2009 to $15.58in 2010, per cwt. In 2009, Jersey

SR ClER Jerse Holstein
Sample of Dairies y

producers experienced a loss of $1.88 per cwt. Milk Production 56.69 72 24
and in 2010 they showed a gain of $1.76 per Per Milk Cow, Per Day ; :
cwt. With the mailbox price of $17.34, the

Jersey herd generated an average income over Fat Test Percentage 4.74 3.57

feed cost of $8.75 per cwt., which is $2.15 more

tha}n the average Holstein herd. Jerse.y milk Solids-Not-Fat

quite often brings cheese yield premiums not Test P i 9.36 8.81
attainable by lower testing Holstein herds. est Fercentage

Income Over

Feed Cost $/cwit. 375 $6.60
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Jersey Herd Comparison 2 ]

California Jersey Production Cost Comparison, 2010

All costs: per cow per month, unless noted 2009 2010 Fercent
' Average Average Change
Number of Herds 14 14
Feed Costs

a. Dry Roughage $32.00 $25.68 -19.8%
b. Wet Feed & Wet Roughage $27.86 $23.86 -14.3%
c. Concentrates $68.30 $69.52 1.8%
d. Minerals & Supplements $6.59 $6.89 4.6%
e. Pasture $0.71 $0.45 -37.2%

Total Feed Costs $135.46 $126.40 -6.7%
Total Feed Costs ($/cwt.) $9.32 $8.59 -7.9%
Total Feed Costs (% of total costs) 56.7% 55.1%

Total Hired Labor $25.50 $26.42 3.6%
Total Hired Labor Costs ($/cwt.) $1.75 $1.80 2.3%)
Total Labor Costs (% of total costs) 10.7% 11.5%

Total Herd Replacement $20.62 $16.63 -19.4%
Total Replacement Costs ($/cwt.) $1.42 $1.13 -20.4%
Total Replacement Costs (% of total costs) 8.6% 7.3%

Total Operating Costs $50.49 $53.03 5.0%
Total Operating Costs ($/cwt.) $3.47 $3.60 3.7%I
Total Operating Costs (% of total costs) 21.1% 23.1%

Milk Marketing Costs

a. Hauling $4.18 $4.17 -0.3%
b. State Assessments $1.89 $1.85 -2.0%
c. Federal Assessments & Misc. Ded. $0.76 $0.76 0.0%

Total Milk Marketing Costs $6.83 $6.78 -0.7%
Total Milk Marketing Costs ($/cwt.) $0.47 $0.46 -1.9%I
Total Milk Marketing Costs (% of total costs) 2.9% 3.0%

Total Cost ($/Cow/Month) $238.90 $229.25 -4.04%

Total Cost ($/cwt) $16.44 $15.58 -5.23%

Milk Production Data

a. Milk Sold/Total Cow/Month/ (cwt.) 14.53 14.72 1.3%
b. Lbs Milk Sold/milk cow/day 56.00 56.69 1.2%
c. Gross Milk Receipts ($/cwt) $12.80 $16.81 31.3%
d. Mailbox Price ($/cwt) $14.56 $17.34 19.1%
f. Fat Test % 4.67% 4.74%

g. SNF Test % 9.30% 9.36%

h. Lbs Fat Sold/milk cow/month 80 82 2.7%
i. Lbs SNF Sold/milk cow/month 158 161 2.0%
j- Percent Quota 3% 2%

Related Data

a. Percent Dry Cows 15% 15%

b. Yearly Cull Rate 35% 37%

c. Avg. Value (/Drop Bull Calf) $1.71 $1.70 -0.9%
d. Milk Cow Alfalfa Hay Price ($/ton) $186.61 $178.34 -4.4%
e. Grain, Mnrls & Spimnts ($/ton) $236.01 $233.09 -1.2%
f. Grain, Mnrls. & Splmnts. (Ibs/mc/day) 24.42 25.62 4.9%
g. Milkers ($/hr with benefits & taxes) $13.02 $13.24 1.7%
h. Total Labor ($/hr) $14.68 $14.86 1.3%
i. Milk Cow Feed Costs ($/Cow/Day) $4.81 $4.54 -5.6%
j- Milk Cow Feed Costs ($/cwt.) $8.58 $8.00 -6.7%
k. Milk Cows 1,552 1,566 0.9%
|. Total Cows 1,819 1,835 0.9%
m. Average Total Investment per Cow $2,886 $2,610 -9.6%
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Crossbred, Mixed-&-Other Herds Summary__ N2

The Crossbred, Mixed-and-
Other Herds are defined as
follows:

Most Crossbred Herds:
Herds that crossbreed a
large percentage of Holstein
cows with the breeds of
Montbeliarde, Swedish Red
or Red Dane. ProCross is the
term being used by those
that sell the semen for these
alternative breeds of bulls
for this type of breeding
program.

Mixed-and-Other Herds:
Herds that milk a mixture of
Holstein and Jersey cows,
and includes herds that are
milking breeds other than
Jersey or Holstein. Most herds
in this category have a high
percentage of Jersey cows.

The table below compares Crossbred, for heterosis in their cows. Heterosis is defined as
Holstein, Jersey and Mixed-and-Other the tendency of a crossbred cow to have qualities
herds. Mixed-and-Other herds are generally superior to those of either parent. When compared
looking for higher component tests while to Holstein herds, the table shows crossbreds as
getting slightly better milk production than being second in milk production and having a $0.12
an all Jersey herd. The table shows a $0.05 per cwt. higher “income over feed cost.”

per cwt. higher “income over feed cost” for
Mixed-and-Other herds compared to Holstein
herds. Crossbred herds are generally looking

Based on CDFA : Mixed &

Pounds of Milk Sold

Per Milk Cow, Per Day 68.84 72.24 56.69 56.79
Fat Test Percentage 3.80 3.57 4.74 3:95
Solids-Not-Fat 8.96 8.81 9.36 9.09
Test Percentage
Income Over Feed Cost g5 7, $6.60 $8.75 $6.65

$/cwt.
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Crossbred, Mixed-&-Other Herds C omparison_M'H

California Crossbred, Mixed-and-Other Herds Production Cost Comparison, 2010

2009 2010

All costs: per cow per month, unless noted 2009 2010 Fercent Mixed & Mixed & Fercent
Xbred Xbred Change Change
Other Other
Number of Herds 6 6 5 4
Feed Costs

a. Dry Roughage $30.72 $24.60 -19.9% $38.49 $35.13 -8.7%
b. Wet Feed & Wet Roughage $35.42 $31.26 -11.7% $31.75 $22.02 -30.7%
c. Concentrates $65.11 $73.52 12.9% $63.68 $60.16 -5.5%
d. Minerals & Supplements $10.65 $11.08 . $5.61 $5.38 -4.1%
e. Pasture $3.08 $1.95 . $0.00 $0.00 0.0%

Total Feed Costs $144.99 $142.41 -1.8% $139.54 $122.69 -12.1%
Total Feed Costs ($/cwt.) $8.51 $8.05 -5.4% $9.46 $8.28 -12.5%
Total Feed Costs (% of total costs) 58.6% 58.3% 59.2% 57.0%

Total Hired Labor $28.38 $30.23 6.5% $22.99 $21.43 -6.8%
Total Hired Labor Costs ($/cwt.) $1.66 $1.71 2.6% $1.56 $1.45 -7.2%
Total Labor Costs (% of total costs) 11.5% 12.4% 9.8% 10.0%

Total Herd Replacement $22.35 $14.36 -35.8% $22.79 $19.57 -14.1%
Total Replacement Costs ($/cwt.) $1.31 $0.81 -38.1% $1.55 $1.32 -14.5%
Total Replacement Costs (% of total costs) 9.0% 5.9% 9.7% 9.1%

Total Operating Costs $41.64 $46.73 12.2% $42.14 $43.08 2.2%
Total Operating Costs ($/cwt.) $2.44 $2.64 8.1% $2.86 $2.91 1.77%
Total Operating Costs (% of total costs) 16.8% 19.1% 17.9% 20.0%

Milk Marketing Costs

a. Hauling $6.83 $7.44 8.9% $5.41 $5.52 2.2%
b. State Assessments $2.29 $2.28 -0.4% $2.07 $1.98 -4.3%
c. Federal Assessments & Misc. Ded. $0.89 $0.91 2.5% $0.79 $0.81 2.5%

Total Milk Marketing Costs $10.01 $10.63 6.2% $8.27 $8.32 0.6%
Total Milk Marketing Costs ($/cwt.) $0.59 $0.60 2.3% $0.56 $0.56 0.2%
Total Milk Marketing Costs (% of total costs) 4.0% 4.4% 3.5% 3.9%

Total Cost ($/Cow/Month) $247.36 $244.35 -1.2% $235.73 $215.08 -8.76%

Total Cost ($/cwt) $14.51 $13.81 -4.9% $15.99 $14.52 -9.16%

Milk Production Data

a. Milk Sold/Total Cow/Month/ (cwt.) 17.05 17.70 3.8% 14.75 14.81
b. Lbs Milk Sold/milk cow/day 65.98 68.84 4.3% 57.69 56.79 -1.6%
c. Gross Milk Receipts ($/cwt) $11.75 $15.06 28.2% $11.90 $15.20 27.8%
d. Mailbox Price ($/cwt) $11.28 $14.77 31.0% $11.72 $14.93 27.5%
f. Fat Test % 3.82% 3.80% 4.07% 3.95%
g. SNF Test % 8.96% 8.96% 9.08% 9.09%
h. Lbs Fat Sold/milk cow/month 77 80 3.7% 71 68 -4.4%
i. Lbs SNF Sold/milk cow/month 180 188 4.4% 159 157 -1.4%
j. Percent Quota 19% 19% 11% 6%
Related Data
a. Percent Dry Cows 15% 15% 16% 14%
b. Yearly Cull Rate 35% 37% 36% 42%
c. Avg. Value (/Drop Bull Calf) $22.83 $50.04| 119.2% $10.77 $25.95| 141.0%
d. Milk Cow Alfalfa Hay Price ($/ton) $173.25 $156.45 -9.7% $175.93 $155.94 -11.4%
e. Grain, Mnrls & Spimnts ($/ton) $230.73 $240.52 4.2% $226.14 $217.20 -4.0%
f. Grain, Mnrls. & Spimnts. (Ibs/mc/day) 24.97 27.53 10.3% 24.29 23.47 -3.4%
g. Milkers ($/hr with benefits & taxes) $14.90 $15.11 1.4% $12.47 $12.17 -2.4%
h. Total Labor ($/hr) $15.86 $16.24 2.4% $13.62 $13.22 -2.9%
i. Milk Cow Feed Costs ($/Cow/Day) $5.13 $5.23 1.9% $5.06 $4.42 -12.7%
j- Milk Cow Feed Costs ($/cwt.) $7.78 $7.60 -2.4% $8.78 $7.79 -11.3%
k. Milk Cows 919 816 -11.1% 659 719 9.1%
|. Total Cows 1,082 966 -10.7% 784 838 6.9%
m. Average Total Investment per Cow $2,592 $2,350 -9.3% $2,685 $2,368 -11.8%
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California 3X vs. 2X Milk Production Summary_ "y

One of the options available to dairy
producers looking for a competitive
advantage to improve profit margins
is milking cows three times a day (3X)
instead of twice a day (2X).

With 20.5 cwt. of milk production, the
3X dairies out produce 2X dairies (with
18.4 cwt. of milk) by 11.2 percent. The
feed cost for 3Xis $148.19 on a per-cow
per-month basis, while the 2X feed cost
is $144.29 per-cow per-month. Higher
milk production, however, results in feed
costs of $7.24 per cwt. by 3X dairies,
while 2X dairies had feed costs of $7.84
per cwt. The 3X also had higher total cost
per-cow per-month of $261.40 than 2X
with $249.84. Higher production also
helps 3X to be more efficient in terms

of total cost per cwt. resulting in total
cost of $12.77 vs. $13.58 for 2X - an
advantage of 5.9 percent.

The table below allows for comparison of dairies their advantage over their counterparts by $15

which differ only in type of milking schedule, they per-cow per-month. The two types of dairies were
utilize (2X or 3X). It shows that in 2010, the 3X evaluated based on value of components at overbase
dairies had net revenue of $69.46 per-cow per- prices. Eliminating quota premium and quality
month, as opposed to $51.35 for 2X dairies, an payments allows a comparison of 3X and 2X on an
advantage of $18.11 per cow for 3X. In comparison equal basis.

to the previous year, the 3X dairies have increased

Cost/Revenue Analysis for 3X vs. 2X Milk Production
In Dollars Per Cow/Month, Based on Overbase Milk Values

Analysis

Fat Revenue $128.84 $118.10 $102.65 $96.32 $151.83 $139.04
SNF Revenue $255.85 $228.92 $148.71 $135.53 $179.03 $162.15
Total Revenue $384.69 $347.02 $251.37 $231.85 $330.86 $301.19

Total Cost $322.53 $301.10 $289.32 $272.91 $261.40 $249.84

Net Revenue $62.16 $45.92 -$37.95 -$41.06 $69.46 $51.35

Advantage $16.24 $3.11 $18.11
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California Holstein 3X vs. 2X Milking Production Cost Comparison, 2010

California 3X vs. 2X Milk Production Comparison__

All costs: per cow per month, unless noted AU AURY CAURY HEEETL Bl
: 2X 3x 2X 2010
Number of Herds 20 90 25 87 3Xvs. 2X
Feed Costs
a. Dry Roughage $42.14 $41.95 $33.99 $34.26 -0.8%
b. Wet Feed & Wet Roughage $36.37 $31.96 $29.65 $26.62 11.4%
c. Concentrates $80.22 $76.41 $75.68 $75.77 -0.1%
d. Minerals & Supplements $8.35 $7.40 $8.87 $7.37 20.5%
e. Pasture $0.00 $0.33 $0.00 $0.27 -100.0%

Total Feed Costs $167.08 $158.06 $148.19 $144.29 2.7%
Total Feed Costs ($/cwt.) $8.31 $8.69 $7.24 $7.84 -1.7%
Total Feed Costs (% of total Cost) 57.8% 57.9% 56.7% 57.8%

Total Hired Labor $31.16 $27.54 $30.24 $27.04 11.9%
Total Hired Labor Costs ($/cwt.) $1.55 $1.51 $1.48 $1.47 0.6%
Total Labor Costs (%of total cost) 10.8% 10.1% 11.6% 10.8%

Total Herd Replacement $28.26 $27.84 $17.85 $18.41 -3.0%
Total Replacement Costs ($/cwt.) $1.41 $1.53 $0.87 $1.00 -12.8%
Total Replacement Costs (%of total cost) 9.8% 10.2% 6.8% 7.4%

Total Operating Costs $52.67 $49.76 $54.92 $50.38 9.0%
Total Operating Costs ($/cwt.) $2.62 $2.74 $2.68 $2.74 -2.0%
Total Operating Costs (%of total costs) 18.2% 18.2% 21.0% 20.2%

Milk Marketing Costs

a. Hauling $6.41 $6.28 $6.59 $6.39 3.1%
b. State Assessments $2.63 $2.46 $2.56 $2.37 7.8%
c. Federal Assessments & Misc. Ded. $1.10 $0.97 $1.05 $0.97 8.4%

Total Milk Marketing Costs $10.14 $9.71 $10.20 $9.73 4.8%
Total Milk Marketing Costs ($/cwt.) $0.50 $0.53 $0.50 $0.53 -5.8%
Total Milk Marketing Costs (% of total costs) 3.5% 3.6% 3.9% 3.9%

Total Cost ($/Cow/Month) $289.32  $272.91| $261.40| $249.84 4.6%

Total Cost ($/cwt) $14.39 $15.01 $12.77 $13.58 -5.9%

Milk Production Data

a. Milk Sold/Total Cow/Month/ (cwt.) 20.10 18.18 20.46 18.40 11.2%
b. Lbs Milk Sold/milk cow/day 76.26 68.90 77.45 69.78 11.0%
c. Gross Milk Receipts ($/cwt) $11.19 $11.59 $14.42 $14.70 -1.9%
d. Mailbox Price ($/cwt) $10.77 $11.32 $14.06 $14.34 -2.0%
f. Fat Test % 3.49% 3.61% 3.53% 3.59%

g. SNF Test % 8.76% 8.80% 8.78% 8.83%

h. Lbs Fat Sold/milk cow/month 81 76 83 76 9.2%
i. Lbs SNF Sold/milk cow/month 203 185 207 187 10.4%
j. Percent Quota 21% 36% 23% 33%

Related Data

a. Percent Dry Cows 13% 13% 13% 13%

b. Yearly Cull Rate 37% 40% 37% 39%

c. Avg. Value (/Drop Bull Calf) $18.76 $17.58 $47.52 $46.90 1.3%
d. Milk Cow Alfalfa Hay Price ($/ton) $186.60 $185.87 $162.26 $160.41 1.2%
e. Grain, Mnrls & Splmnts ($/ton) $240.57 $236.18 $227.18 $232.37 -2.2%
f. Grain, Mnrls. & Spimnts. (Ibs/mc/day) 28.29 27.21 28.70 27.87 3.0%
g. Milkers ($/hr with benefits & taxes) $13.18 $13.83 $13.45 $13.95 -3.6%
h. Total Labor ($/hr) $13.95 $14.47 $14.24 $14.56 -2.2%
i. Milk Cow Feed Costs ($/Cow/Day) $5.94 $5.60 $5.28 $5.16 2.5%
j- Milk Cow Feed Costs ($/cwt.) $7.79 $8.12 $6.82 $7.39 -7.6%
k. Milk Cows 1,618 1,019 1,673 1,016 64.7%
|. Total Cows 1,868 1,178 1,926 1,172 64.4%
m. Average Total Investment per Cow $2,999 $2,816 $2,978 $2,584 15.2%
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Organic Herds Comparison

In 2010, organic producers were
able to decrease their overall cost
of production by 11.9 percent

when compared to 2009, which
translates to a decrease of $2.77

per cwt. of milk produced. The
largest decreases in cost were in the
feed category, which decreased by
14.6 percent, or $2.12 per cwt., as
compared to the prior year. The feed
costs declined from $14.57 per cwt.
in 2009 to $12.45 per cwt. in 2010.

Replacement cost showed a
decrease of 47.3 percent, or $0.97
per cwt., as compared to 2009. The
two cost categories that increased
in 2010 were labor, which increased
3.4 percent, or $0.08 per cwt.,

and operating cost increased 6.4
percent, or $0.25 per cwt.

While the overall cost of organic milk
production declined 11.9 percent,
to $20.58 per cwt., the mailbox price
declined by 3.1 percent, to $25.84
per cwt. Organic producers still
show a more favorable profit margin
in 2010 than the previous year. The
margin between the mailbox price
and the total cost per cwt. increased
58.9 percent, from $3.31in 2009 to
$5.26 in 2010, per cwt.

The organic milk price is usually
established once a year, with built-
in mechanisms to adjust for quality
and seasonal production levels.
This pricing arrangement helps

to provide steady and consistent
cash flow to organic producers.
Also, organic feed commodities
do not fluctuate in price as much
as conventional feeds. Organic
producers quite often depend on
long-term agreements with feed
growers providing them with feed
at agreed upon prices so that they
don’t have to rely on the spot
market as much as conventional
producers.

Organic Herd Comparison, 2010

N

I . h | d 2009 2010 Percent
All costs: per cow per month, unless note SraEite Organich REhange
Number of Herds 11 11 2009
Feed Costs

a. Dry Roughage $47.47 $40.78| -14.1%
b. Wet Feed & Wet Roughage $15.79 $15.14 -4.1%
c. Concentrates $81.87 $74.03 -9.6%
d. Minerals & Supplements $4.13 $3.87 -6.3%
e. Pasture $31.39 $21.36 -32.0%

Total Feed Costs $180.64 $155.18 -14.1%
Total Feed Costs ($/cwt.) $14.57 $12.45| -14.6%
Total Feed Costs (% of total Cost) 62.4% 60.5%

Total Hired Labor $30.44 $31.65 4.0%
Total Hired Labor Costs ($/cwt.) $2.46 $2.54 3.4%
Total Labor Costs (%of total cost) 10.5% 12.3%

Total Herd Replacement $25.55 $13.53| -47.0%
Total Replacement Costs ($/cwt.) $2.06 $1.09] -47.3%
Total Replacement Costs (% of total cost) 8.8% 5.3%

Total Operating Costs $48.68 $52.05 6.9%
Total Operating Costs ($/cwt.) $3.93 $4.18 6.35%
Total Operating Costs (% of total costs) 16.8% 20.3%

Milk Marketing Costs

a. Hauling $1.66 $1.63 -2.0%
b. State Assessments $1.90 $1.84 -3.4%
c. Federal Assessments & Misc. Ded. $0.55 $0.61 10.1%

Total Milk Marketing Costs $4.12 $4.07 -1.0%
Total Milk Marketing Costs ($/cwt.) $0.33 $0.33 -1.6%
Total Milk Marketing Costs (% of total costs) 1.4% 1.6%

Total Cost ($/Cow/Month) $289.43 $256.49| -11.38%

Total Cost ($/cwt) $23.35 $20.58| -11.86%

Milk Production Data

a. Milk Sold/Total Cow/Month/ (cwt.) 12.40 12.46 0.5%
b. Lbs Milk Sold/milk cow/day 48.37 49.61 2.6%
c. Gross Milk Receipts ($/cwt) $25.80 $24.79 -3.9%
d. Mailbox Price ($/cwt) $26.66 $25.84 -3.1%
f. Fat Test % 3.92% 3.92%

0. SNF Test % 8.92% 8.93%

h. Lbs Fat Sold/milk cow/month 58 59 2.5%
i. Lbs SNF Sold/milk cow/month 131 135 2.7%
j. Percent Quota 28% 25%

Related Data

a. Percent Dry Cows 16% 17%

b. Yearly Cull Rate 34% 28%

c. Avg. Value (/Drop Bull Calf) $13.53 $39.64| 193.0%
d. Milk Cow Alfalfa Hay Price ($/ton) $238.56 $206.23| -13.6%
e. Grain, Mnrls & Splmnts ($/ton) $467.24 $398.15| -14.8%
f. Grain, Mnrls. & Spimnts. (Ibs/mc/day) 15.03 16.06 6.9%
g. Milkers ($/hr with benefits & taxes) $13.37 $13.37 0.0%
h. Total Labor ($/hr) $13.42 $13.60 1.3%
i. Milk Cow Feed Costs ($/Cow/Day) $5.37 $6.09 13.3%
j- Milk Cow Feed Costs ($/cwt.) $11.11 $12.28 10.5%
k. Milk Cows 360 349 -3.2%
|. Total Cows 428 422 -1.3%
m. Average Total Investment per Cow $2,718 $2,547 -6.3%
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California 5-Year Production Cost Summary____ MH

California 5-Year Production Cost Summary

. 2006 2007 2008 2009 2010
All costs: per cow per month, unless noted
Average Average Average Average Average
Number of Herds 179 166 157 145 147
Feed Costs
a. Dry Roughage $32.60 $37.92 $48.10 $40.89 $33.27
b. Wet Feed & Wet Roughage $21.76 $25.57 $32.63 $31.36 $26.56
c. Concentrates $59.42 $69.61 $86.84 $75.37 $74.33
d. Minerals & Supplements $6.54 $6.67 $7.98 $7.28 $7.56
e. Pasture $0.50 $0.79 $1.37 $1.21 $0.80
Total Feed Costs $120.83 $140.55 $176.92 $156.11 $142.52
Total Feed Costs ($/cwt.) $6.84 $7.84 $9.82 $8.77 $7.84
Total Feed Costs (% of total Cost) 54.1% 56.1% 59.6% 57.9% 57.3%
Total Hired Labor $26.93 $27.17 $28.21 $27.96 $27.81
Total Hired Labor Costs ($/cwt.) $1.53 $1.52 $1.57 $1.57 $1.53
Total Labor Costs (% of total cost) 12.1% 10.9% 9.5% 10.4% 11.2%
Total Herd Replacement $19.53 $24.28 $29.48 $26.67 $17.75
Total Replacement Costs ($/cwt.) $1.11 $1.35 $1.64 $1.50 $0.98
Total Replacement Costs (% of total cost) 8.7% 9.7% 9.9% 9.9% 7.1%
Total Operating Costs $47.00 $49.20 $52.61 $49.79 $51.49
Total Operating Costs ($/cwt.) $2.66 $2.74 $2.92 $2.80 $2.83
Total Operating Costs (% of total costs) 21.1% 19.7% 17.7% 18.5% 20.7%
Milk Marketing Costs
a. Hauling $5.62 $5.90 $6.48 $5.95 $6.06
b. State Assessments $2.35 $2.31 $2.37 $2.39 $2.32
c. Federal Assessments & Misc. Ded. $0.94 $0.94 $0.96 $0.95 $0.95
Total Milk Marketing Costs $8.90 $9.16 $9.81 $9.28 $9.33
Total Milk Marketing Costs ($/cwt.) $0.50 $0.51 $0.54 $0.52 $0.51
Total Milk Marketing Costs (% total costs) 4.0% 3.7% 3.3% 3.4% 3.7%
Total Cost ($/Cow/Month) $223.19 $250.35 $297.03 $269.81 $248.90
Total Cost ($/cwt) $12.64 $13.96 $16.48 $15.16 $13.70
Milk Production Data
a. Milk Sold/Total Cow/Month/ (cwt.) 17.66 17.93 18.02 17.79 18.17
b. Lbs Milk Sold/milk cow/day 67.17 68.41 68.37 67.83 69.17
c. Gross Milk Receipts ($/cwt) $11.83 $18.33 $17.14 $11.92 $15.05
d. Mailbox Price ($/cwt) $11.58 $17.82 $16.66 $11.82 $14.80
f. Fat Test % 3.72% 3.72% 3.72% 3.72% 3.71%
g. SNF Test % 8.83% 8.83% 8.83% 8.86% 8.88%
h. Lbs Fat Sold/milk cow/month 76.1 77.4 77.5 76.6 78.0
i. Lbs SNF Sold/milk cow/month 180.3 183.8 184.2 182.7 186.8
j. Percent Quota 32.0% 30.5% 29.2% 28.6% 26.4%
Related Data
a. Percent Dry Cows 13% 14% 14% 14% 14%
b. Yearly Cull Rate 32% 34% 37% 40% 38%
c. Avg. Value (/Drop Bull Calf) $108.58 $44.46 $11.40 $15.52 $40.72
d. Milk Cow Alfalfa Hay Price ($/ton) $169.17 $187.25 $235.96 $186.93 $163.62
e. Grain, Mnrls & Splmnts ($/ton) $172.55 $211.61 $271.04 $240.97 $233.71
f. Grain, Mnrls. & Spimnts. (Ibs/mc/day) 29.7 28.4 27.7 26.6 27.4
g. Milkers ($/hr with benefits & taxes) $13.29 $13.70 $13.91 $13.68 $13.77
h. Total Labor ($/hr) $13.80 $14.30 $14.60 $14.43 $14.50
i. Milk Cow Feed Costs ($/Cow/Day) $4.26 $4.98 $6.23 $5.52 $5.11
j. Milk Cow Feed Costs ($/cwt.) $6.35 $7.28 $9.12 $8.14 $7.40
k. Milk Cows 914 989 1,070 1,087 1,114
|. Total Cows 1,058 1,148 1,239 1,261 1,289
m. Average Total Investment per Cow $2,788 $2,827 $2,931 $2,827 $2,684
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Feed Cost Summary.

I !

In 2010, total feed cost per cwt. decreased by 10.6
percent, or $0.93 per cwt., compared to 2009.

The cost for dry roughage and wet roughage
decreased from a year ago by 18.6 and 15.3 percent,
respectively. The decrease in dry and wet roughage
cost was due to lower prices paid for alfalfa hay and
corn silage. The price for grain commodities did
show a slight decrease compared to a year ago, but
was not significant. Feed rations and feed prices
were steady for the first three quarters of 2010. In
the fourth quarter, market prices for hay and grain
commodities started to increase.

Alfalfa hay fed from third quarter 2009 to third
quarter 2010 averaged in the range of $150-$160 per
ton, whereas the fourth quarter average price fed
increased to $175 - $190 per ton. By the end of the
fourth quarter, the milk cow premium quality alfalfa
hay market price had climbed into the $200+ per

ton range. Hay buying patterns have changed in the
last couple of years, long term contracting for hay
has slowed, and more producers are buying needed
hay on a month-to-month basis. However, at the
end of 2010, this month-to-month buying left some
producers paying a high price for limited supplies of
top quality hay, as the market price increased. The
number of producers with the ability to pay for hay
and corn silage in advance has declined, causing
some hay and corn growers to grow alternative crops
like corn for grain, wheat, and cotton.

The USDA-NASS report, available at http://
usda.mannlib.cornell.edu/MannUsda/
viewDocumentInfo.do?documentID=1000,
shows the following trends for California:
an increase in acres planted to corn for

Average Monthly Cost of Feed Per Cow and
Percentage by Feed Category, 2010
(Feed Costs Based on Milk Cows & Dry Cows)

State Average
1% Pasture

Concentrate Wet
19% Roughage
Cost
per cow
9 $142.52
57% 23%
Dry
Roughage

As feed prices increased in the fourth quarter of 2010,
some producers changed their rations considerably, for
example, alfalfa hay and alfalfa haylage being eliminated
altogether. The higher costs of feed forced producers
to be more resourceful and feed local and more cost
effective feeds that were available. Available local feed
by-products such as tomatoes, wet distiller grains, wet
corn gluten, pomegranates, and carrots, among others,
were being used to extend other feeds. Oat, wheat, and
Sudan hay were also being used in small amounts (1-2
pounds) in some of the rations for milk cows.

California Spot Prices for Premium Alfala’, Canola,
Rolled Corn, Whole Cottonseed, and Soybean Meal

January 2009-December 2010

grain, wheat, and cotton; alfafa hay

harvested decreased by 50,000 acres 500
compared to a year ago; more alfalfa hay
was being imported from other western
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Grain commodities followed the same
trend as hay, not much movement in

states; corn silage acres harvested 400
decreased in the last two years. \//>\ \/\/ﬂ
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price until fourth quarter, when prices
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increased. The rolled corn spot price <

delivered, hit a low of $172 per ton
in April; by November the price had
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increased to a high for the year of $251
per ton. As prices increased, some 09
producers contracted rolled corn in the
latter part of 2010 through March 2011 in
the $220-$250 per ton range.

= Alfalfa
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= Canola Rolled Corn

Sources: Western Milling, USDA

NOTE: Premium Alfalfa hay is prices delivered to Escalon, Turlock, and Modesto; other spot

commodies are prices delivered to Hanford, Tulare, and Visalia.
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Income Over Feed Cost

In 2010, there were a number of programs and
publications which often referred to income over
feed cost (IOFC), or Margin. What exactly does
IOFC mean? After accounting for all feed costs,
IOFC is the remaining income that is available to
pay for all other expenses. Typically, feed costs for
the dairy herd range from 40 to 60 percent of total
cost. The cost of feed tends to be the most volatile
input in the cost to produce milk. The IOFCis a
great tool for dairy managers to evaluate when
making decisions on feed purchases, adjustments
to feed rations, or hedging decisions to lock in

a milk price. IOFC can be monitored monthly,
quarterly, or however best fits an operation’s
decision-making needs.

The methodology used by CDFA to measure IOFC
uses the following to define income and feed cost:

Income = Mailbox Price
Feed Cost = All feed costs attributed to the dairy
enterprise for milk cows and dry cows.

The mailbox price is defined as the net price
received for milk sold after deductions for costs
associated with marketing the milk. (See page 41
for further clarification of what is included in the
mailbox price). The mailbox price and feed costs
are calculated on a per cwt. basis.

The graph below represents the average IOFC for the past
five years, by quarter, for producers that have participated
in the CDFA cost of production program. The graph clearly
displays that the mailbox price and feed costs do not follow
the same rate of increase/decrease and shows the volatility
of IOFC.

Income Over Feed Cost, by Quarter
January 2006 - December 2010
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Total Feed Costs MMW

Total Feed Costs Per Cow, Per Month "/
California, 2006-2010
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Dry Roughage and Concentrate M@W

Dry Roughage and Concentrate Costs,
California, 2006-2010
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Dollars Per Ton, Delivered

Dollars Per Ton, Delivered

Average Premium Alfalfa Hay Prices

AWV,

Premium Alfalfa Hay, California, Selected Areas, 2007-2010

Premium Alfalfa: Early maturity, i.e., pre-bloom in legumes and pre-head in grass hays, extra leafy and

fine stemmed-factors indicative of a high nutritive content. Hay is green and free of damage.
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Alfalfa Guidelines (for domestic livestock use and not more than 10% grass)

Quality ADF NDF *RFV **TDN-100% **TDN-90% CP
Supreme <27 <34 >185 >62 >55.9 >22
Premium 27-29 34-36 170-185 60.5-62 54.5-55.9 20-22

Good 29-32 36-40 150-170 58-60 52.5-54.5 18-20
Fair 32-35 40-44 130-150 56-58 50.5-52.5 16-18
Utility >35 >44 <130 <56 <50.5 <16
*RFV calculated using the Wis/Minn formula. **TDN calculated using the western formula. Quantitative factors are approximate,
and many factors can affect feeding value. Values based on 100 % dry matter (TDN showing both 100% & 90%). Guidelines are
to be used with visual appearance and intent of sale (usage).

Source: USDA, Agricultural Marketing Services, Livestock and Grain Market News, 2010 Alfalfa Hay California Market Summary.
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Labor Cost Summary.

v

Labor costs are presented in two tables: the
table on page 32 displays the summary of the
state areas and statewide averages for 2009 and
2010. The new table to this publication this year
(page 33), compares three times a day (3X) and
two times a day (2X) milking and herd sizes. The
breakdown for the new table includes: 2010
Statewide Average, California Holstein 3X milking,
California Holstein 2X milking, and herd size
groupings for all California Herds Sizes 1 to 700,
701 to1500, and 1500 plus cows.

Comparing 2010 to the previous year, the state
area table shows the statewide averages for total
cash wages increased: average monthly wage
from $2,631 to $2,681 and average hourly wage
from $14.37 to $14.51. Perquisites continue their
downward trend, as they have over the last few
years.

The productivity of a dairy farm may be measured
in terms of total milk sold per employee per
month. This statistic appears to favor 2X dairies
over 3X dairies by 2 percent (233,380 pounds

of milk vs. 228,380). The number of cows per all
dairy workers for 2X milking was 127 whereas

the 3X herd was at 112. This statistic
however, reveals large differences
when comparing dairies based on
size. The productivity of labor at
herd size 701 to 1500 is 215,150
pounds of milk sold per employee,
outperforming the herd size 1 to
700 producing by 24 percent. Even
greater differences appear when
comparing herd size 1500 plus
producing 240,676 pounds, this herd
size outperforms herd size 1 to 700
by 38.8 percent and herd size 701

to 1500 by 11.8 percent. The milk
revenue generated follows the same
pattern increasing from small dairy
size to large. The revenue generated
per employee goes from $27,601 to
$32,511, to0 $35,765, respectively. The
three herd sizes (in the Group Herd
Size Table) shows the number of
cows per all milkers and labor range
from 104 in the smaller herds, to 121
in the middle group and ending with
129 in the 1500 plus herd size.

Labor Cost Percentage, 2010
State Average

/ (Less than 1%)

|

Labor

N
60% \

Milker

/

[ ] Hired Milker [ Family Milker
I:I Hired Labor I:I Family Labor
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Labor Cost Comparison, by Area

Labor Comparison, by Cost of Production Area, 2010

N o

2009 2010
AVERAGES Statewide North North South | Southern| Statewide | Percent
Average Coast VYUY Valley | California| Average Change
CASH WAGE / HIRED MILKER $2,466 $2,192 $2,547 $2,459 $2,759 $2,501 1.42%
PERQUISITES & TAXES / HIRED MILKER 1/ $697 $869 $785 $621 $739 $692 -0.69%
TOTAL WAGE / HIRED MILKER 2/ $3,163 $3,061 $3,332 $3,080 $3,498 $3,193 0.95%
HOURS / MONTH / HIRED MILKER 233 224 225 239 222 233 -0.07%
HOURLY CASH WAGE / HIRED MILKER $10.58 $9.79 $11.30 $10.28 $12.44 $10.74 1.49%
HOURLY PERQUISITES & TAXES / HIRED MILKER 1/ $2.99 $3.88 $3.48 $2.60 $3.34 $2.97 -0.62%
HOURLY WAGE / HIRED MILKER 2/ $13.57 $13.67 $14.78 $12.88 $15.78 $13.71 1.03%
CASH WAGE / HIRED LABOR $2,886 $2,386 $2,926 $3,000 $3,439 $2,969 2.89%
PERQUISITES & TAXES / HIRED LABOR 1/ $853 $734 $912 $796 $951 $853 0.04%
TOTAL WAGE / HIRED LABOR 2/ $3,739 $3,120 $3,838 $3,796 $4,390 $3,822 2.24%
HOURS / MONTH / HIRED LABOR 240 233 239 246 258 243 1.06%
HOURLY CASH WAGE / HIRED LABOR $12.01 $10.26 $12.25 $12.21 $13.34 $12.23 1.81%
HOURLY PERQUISTIES & TAXES / HIRED LABOR 1/ $3.55 $3.16 $3.82 $3.24 $3.69 $3.51 -1.01%
HOURLY WAGE / HIRED LABOR 2/ $15.56 $13.42 $16.07 $15.45 $17.03 $15.74 1.17%
CASH WAGE / ALL HIRED $2,631 $2,276 $2,715 $2,645 $2,981 $2,681 1.91%
TOTAL WAGE / ALL HIRED 2/ $3,389 $3,086 $3,557 $3,326 $3,790 $3,435 1.36%
HOURLY CASH WAGE / ALL HIRED $11.15 $10.00 $11.73 $10.96 $12.77 $11.33 1.56%
HOURLY WAGE / ALL HIRED 2/ $14.37 $13.56 $15.37 $13.78 $16.23 $14.51 1.01%
HOURS / COW / MONTH / ALL HIRED 1.95 2.48 1.94 1.90 1.86 1.93 -1.07%
CASH COST/COW / MONTH / ALL HIRED $21.73 $24.83 $22.79 $20.87 $23.73 $21.84 0.47%
COST/COW /MONTH /ALL HIRED 2/ $28.00 $33.67 $29.85 $26.24 $30.16 $27.98 -0.07%
NUMBER COWS / HIRED MILKER 199 161 215 193 187 200 0.09%
NUMBER COWS /HIRED LABOR 308 213 268 368 384 319 3.56%
NUMBER COWS /ALL MILKERS & LABOR 3/ 115 91 119 127 125 123 6.38%
MILK SOLD / PERSON / MONTH (LBS.) 3/ 205,454 124,083 218,015 231,776 223,572 222,900 8.49%
REVENUE GENERATED / PERSON / MONTH 3/ $24,412 $23,752 $33,768 $33,949 $33,157 $33,539 37.39%

1/ Includes Fair Market Value For Housing Supplied By Employer, Health Insurance, Meat, Etc. and
Employment Taxes (FICA, Worker's Compensation,Unemployment Insurance) Paid by Employer

2/ Includes Cash Wages, Perquisites, and Employment Taxes Paid by Employer

3/ Includes All Dairy Workers, Hired and Family
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Labor Cost Comparison

Labor Comparisons 2010:
Holstein 3X vs. 2X Milking and All California Herd Size

AVERAGES

2010

Statewide
Average

California
Holstein
3X Milking

California
Holstein
2X Milking

All California
Herds Size
1to 700

All California
Herds Size
701 to 1500

Wi

All California
Herds Size
1500 Plus

CASH WAGE / HIRED MILKER $2,501 $2,508 $2,484 $2,336 $2,421 $2,582
PERQUISITES & TAXES / HIRED MILKER 1/ $692 $621 $761 $785 $658 $688
TOTAL WAGE / HIRED MILKER 2/ $3,193I $3,129 $3,245 $3,121 $3,079 $3,271
HOURS / MONTH / HIRED MILKER 233' 233 233 224 234 235
HOURLY CASH WAGE / HIRED MILKER $10.74 $10.78 $10.68 $10.43 $10.34 $10.99
HOURLY PERQUISITES & TAXES / HIRED MILKER 1 $2.97 $2.67 $3.27 $3.50 $2.81 $2.93
HOURLY WAGE / HIRED MILKER 2/ $13.71 $13.45 $13.95 $13.94 $13.14 $13.92
CASH WAGE / HIRED LABOR $2,969 $3,085 $2,852 $2,460 $2,858 $3,154
PERQUISITES & TAXES / HIRED LABOR 1/ $853] $774 $887 $851 $871 $846
TOTAL WAGE / HIRED LABOR 2/ $3,822 $3,859 $3,739 $3,311 $3,729 $4,000
HOURS / MONTH / HIRED LABOR 243) 246 242 235 244 245
HOURLY CASH WAGE / HIRED LABOR $12.23 $12.54 $11.79 $10.47 $11.73 $12.90
HOURLY PERQUISTIES & TAXES / HIRED LABOR 1/ $3.51 $3.15 $3.67 $3.62 $3.58 $3.46
HOURLY WAGE / HIRED LABOR 2/ $15.74 $15.69 $15.46 $14.08 $15.31 $16.36
CASH WAGE / ALL HIRED $2,681 $2,706 $2,629 $2,386 $2,585 $2,802
TOTAL WAGE / ALL HIRED 2/ $3,435 $3,380 $3,439 $3,198 $3,324 $3,551
HOURLY CASH WAGE / ALL HIRED $11.33 $11.41 $11.13 $10.45 $10.87 $11.74
HOURLY WAGE / ALL HIRED 2/ $14.51 $14.24 $14.56 $14.00 $13.98 $14.88
HOURS / COW / MONTH / ALL HIRED 1.93' 212 1.86 2.18 1.96 1.85
CASH COST/ COW / MONTH / ALL HIRED $21.84 $24.22 $20.67 $22.76 $21.33 $21.74
COST/COW /MONTH /ALL HIRED 2/ $27.98I $30.24 $27.04 $30.49 $27.43 $27.55
NUMBER COWS / HIRED MILKER ZOOI 170 210 177 194 210
NUMBER COWS / HIRED LABOR 319I 325 323 258 322 335
NUMBER COWS /ALL MILKERS & LABOR 3/ 123| 112 127 104 121 129
MILK SOLD / PERSON / MONTH (LBS.) 3/ 222,900I 228,483 233,380 173,367 215,150 240,676
REVENUE GENERATED / PERSON / MONTH 3/ $33,539 $32,949 $34,336 $27,601 $32,511 $35,766

1/ Includes Fair Market Value For Housing Supplied By Employer, Health Insurance, Meat, Etc. and Employment Taxes
(FICA, Worker's Compensation,Unemployment Insurance) Paid by Employer

2/ Includes Cash Wages, Perquisites, and Employment Taxes Paid by Employer

3/ Includes All Dairy Workers, Hired and Family
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Average Milker and Outside Labor Wages____ "

Average Milker and Outside Labor Monthly Wages
Including Benefits and Employer Taxes
California Cost of Production Areas, 2010

$5,000—
— $4,000
=
(@)
=
GL) $3,000—
o
»
©
© i
a $2,000
North Coast North Valley South Valley Southern California Statewide Average
OMilker Monthly Wage OOutside Monthly Wage
Average Milker and Outside Labor Hourly Wages
Including Benefits and Employer Taxes
California Cost of Production Areas, 2010
S
(@]
T
)
o
N
©
©
a

North Coast North Valley South Valley Southern California Statewide Average

OMilker Hourly Wage O Outside Hourly Wage

34 \ California Cost of Production Annual 2010



County Dairy Statistics

N o

Commercial Production of Bulk Milk, Average Milk Fat, and Solids-Not Fat Test,
Number of Cows and Heifers that have Calved on Farms,
Number of Dairies, and Average Number of Cows per Dairy
in California, by County and Region, 2010

1
2/

4/

Counties omitted have no reported milk production. Data includes total milk sold, excludes milk used on ranch.
Number of dairies source is Milk and Dairy Food Safety Branch.

Not published, but included in total.

Includes prison dairies.

o Average Average Number of Number Average
County and Region Milk Production Milk Fat Solids-Not-Fat Cows of Dairies ? Numbe_r
(1,000 Pounds) Test Test Cows/Dairy
Butte 5,552 4.34 9.22 254 3 85
Del Norte 54,976 4.20 8.93 3,337 9 371
Fresno 2,641,149 3.62 8.86 118,546 106 1,118
Glenn 388,526 3.65 8.81 17,744 42 422
Humboldt 228,541 4.23 8.97 13,874 65 213
Kern 3,754,642 3.62 8.80 171,674 54 3,179
Kings N 4,184,727 3.62 8.82 191,339 143 1,338
Madera 1,629,332 3.65 8.84 74,411 56 1,329
Marin 170,139 3.60 8.89 9,964 24 415
Mendocino * 2
Merced 5,875,047 3.75 8.91 268,312 258 1,040
Monterey ¥ 2
Placer ¥ 1
Sacramento 331,364 3.69 8.85 15,133 34 445
San Benito ¥ 2
San Joaquin 4 2,316,859 3.61 8.84 105,810 127 833
Santa Clara ¥ 1
Shasta ¥ 0
Siskiyou 15,360 3.72 8.99 701 3 234
Solano ¥ 2
Sonoma 493,846 3.72 8.89 28,923 66 438
Stanislaus 4,032,461 3.66 8.86 184,161 248 743
sutter ¥ 1
Tehama 104,075 3.94 9.01 4,753 14 340
Tulare 10,987,790 3.68 8.86 502,395 311 1,615
Yolo ¥ 2
Yuba 70,606 3.90 8.92 3,225 4 806
Northern California 37,478,507 3.67 8.86 1,723,661 1,580 1,091
Imperial 157,289 3.84 8.94 7,472 4 1,868
Los Angeles ¥ 1
Riverside 968,203 3.57 8.81 45,212 35 1,292
San Bernardino 1,597,370 3.53 8.80 74,593 88 848
San Diego 53,672 3.38 8.80 2,506 627
San Luis Obispo ¥ 1
Santa Barbara ¥ ¥
Southern California 2,876,608 3.56 8.81 134,367 135 995
STATE TOTALS 40,355,115 3.66 8.85 1,858,028 1,715 1,083
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Top Counties Profile, 2010 i)

« The top ten milk producing counties for
2010 produced 94 percent of the state’s
total milk production.

« The top ten milk producing counties
accounted for 83 percent of the state’s total
number of dairies and 93 percent of the
state’s total number of cows.

« Tulare leads the state in Grade A milk
production and Merced leads the state in
Grade B milk production for 2010.

« Total 2010 Grade B milk production
increased 19.4 percent when compared to
20009.

« If Tulare County were a state, it would rank
fifth in milk production in the U.S.

Stanislaus

Merced

Riverside

Market Milk Production (Grade A)

Pounds of

(E;‘rj:r:i) milk Produced in 2010 :/:o(:;g(g)g
(in thousand pounds)

Tulare 10,940,634 2.13%
Merced 5,004,804 1.62% Manufacturing Milk Production (Grade B)
Kings 4,158,484 6.39% Pounds of
Kern 3722611 1.90% county Milk Produced in 2010  .° Change
Stanislaus 3,403,183 0.43% (by rank) (in thousand pounds) from 2009
Fresno 2,628,741 2.52% Merced 870,244 10.74%
San Joaquin 2,092,195 -1.12% Stanislaus 629,279 16.06%
Madera 1,567,192 0.90% San Joaquin 224,664 126.28%
San Bernardino 1,562,964 -4.47% Tehama 62,887 -1.13%
Riverside 968,107 -4.70% Madera 62,141 8.80%
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Top Milk Producing Counties

2000
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Top Ten Milk Producing Counties, 2000 vs. 2010
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The counties for both 2000 and 2010 are designated in the same color. As the pie charts display, the “other counties” category
share of milk production continues to decrease.

Profile of Top Ten Dairy Counties, 2010

Million Pounds Number

of Milk of Dairies
Tulare 10,988 311
Merced 5,875 258
Kings 4,185 143
Stanislaus 4,032 248
Kern BYI55 54
Fresno 2,641 106
San Joaquin 2,317 127
Madera 1,629 56
San Bernardino 1,597 88

Riverside

10-County Total

Percent of
State Totals

968 35 45

37,987 1,426 1,736 1,334 6.96
(Average) (Average)

_

Nug]ot\)/(\j; ! Nu;;nok\)z o F)Gallons of Milk
(Thousands) Per Farm er Cow/Per Day

502 1,615 6.97

268 1,040 6.98

191 1,338 6.98

184 743 6.98

172 3,179 6.95

119 1,118 7.07

106 833 6.96

74 1329 7.01

7= 848 6.78

1,292 6.85
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Dairy Farms in California N

Dairy Farms and Milk Production
California, 1980-2010
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)

U.S. Milk Cows, Milk Per Cow

Number of Dairy Cows, by State, 2010
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U.S. Milk Cows / Milk Production N

USDA Milk Production Per Cow, by State, 2010

[ Alaska, 11,833

[ Hawaii, 13,316

21,375
Milk Production per Cow

[ 10,000-16,000 lbs. per cow
[1 16,001-18,000 Ibs. per cow
[ 18,001-19,000 Ibs. per cow
[ 19,001-20,000 Ibs. per cow
[ 20,001-21,000 Ibs. per cow
[ 21,001-25,000 Ibs. per cow

USDA Milk Production by State, 2010
(Percent Change from 2009)

[ Alaska, 18.3%
[ Hawaii, 18.8%

Percent Change from 2009
Decreased in Production
Increased 0.0% - 2.0%
Increased 2.1% - 3.0%
Increased 3.1% - 5.0%
Increased 5.1% and above

ooooo
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U.S. Mailbox Milk Prices

*

California Annual Weighted Average Mailbox Milk Prices

(s tM“

The California Department of Food and Agriculture began publishing California mailbox milk prices in 1998.
Mailbox price is defined as the net price received by dairy producers for milk. The mailbox price includes all
payments received for milk sold and deducts costs associated with marketing the milk. It does not matter

whether a California producer is shipping milk to a cooperative or a proprietary plant. The mailbox price will

be comparable.

The Department uses the same criteria to calculate the mailbox price that USDA uses to calculate mailbox

prices for Federal Milk Marketing Orders.

Total

Receipts <

(Adjusted gross

Quality payments

Component premiums

Yield premiums
Seasonal bonuses

Monthly distribution of
cooperative earnings

Direct contracts

Marketing
Costs and

Adjustments

-

-

Please note, annual “thirteenth checks” are not included in the mailbox price.

California

New England States
New York

Eastern Pennsylvania
Appalachian States
Southeast States
Southern Missouri
Florida

Western Pennsylvania
Ohio

Indiana

Michigan

Wisconsin

Minnesota

lowa

Illinois

Corn Belt States
Western Texas

New Mexico
Northwest States

All Federal Order Areas

Haul and stop charges

Cooperative dues

Equity deductions
Federal assessments
State assessments

Inspection fees
Lab fees

Total Receipts less Marketing Costs & Assessments = Mailbox Price

2010 Mailbox Milk Prices for Selected Reporting Areas

in Federal Milk Orders & California

Dollars Per Hundredweight

$14.12 $13.59 $12.81
$17.03 $17.02 $16.16
$15.97 $15.79  $15.08
$16.68 $16.63 $15.74
$17.76  $17.65 $16.78
$18.15 $18.20 $17.27
$16.17 $15.99 $15.05
$19.02 $19.01 $18.10
$16.76  $16.78  $15.78
$16.92 $16.92 $15.92
$16.42 $16.41 $15.38
$16.08 $16.02  $15.00
$16.05 $15.78  $14.39
$15.76  $15.53 $14.18
$16.16  $15.92  $15.00
$16.52 $16.18 $15.02
$15.76  $15.63 $14.66
$15.63 $15.33 $14.43
$14.72  $14.46  $13.50
$15.42 $14.93 $14.05
$16.16  $15.97 $14.92

2009:$11.02/cwt.

$12.93
$15.61
$14.52
$15.16
$15.71
$16.01
$14.00
$16.89
$15.04
$15.20
$14.50
$14.35
$14.31
$14.19
$14.78
$14.67
$14.13
$13.97
$13.09
$14.02
$14.51

$13.25
$16.23
$15.22
$15.84
$16.26
$16.36
$14.40
$17.50
$16.20
$16.26
$15.44
$15.50
$14.71
$14.50
$15.22
$15.11
$14.61
$14.37
$13.50
$14.66
$15.08

2010: $14.37/cwt.

$13.64
$16.86
$15.70
$16.32
$17.41
$17.52
$15.65
$18.31
$16.20
$16.27
$16.14
$15.50
$14.78
$14.52
$15.51
$15.34
$15.06
$14.69
$13.82
$15.05
$15.39

$14.33
$17.33
$16.18
$16.85
$18.31
$18.39
$16.46
$19.45
$16.68
$16.72
$16.86
$15.93
$14.97
$15.00
$15.93
$15.58
$15.44
$15.20
$14.30
$15.37
$15.81

$15.04
$17.82
$16.59
$17.24
$18.62
$19.55
$17.09
$21.11
$16.28
$16.61
$16.72
$16.04
$16.18
$16.07
$16.65
$16.65
$16.21
$15.84
$14.94
$16.08
$16.51

$15.99  $16.50
$18.84  $19.73
$17.59  $18.40
$18.36  $19.09
$19.36  $20.13
$20.11  $20.64
$17.96  $18.80
$21.63  $21.80
$18.51  $19.44
$18.55 $19.41
$18.22  $19.11
$17.81  $18.48
$17.70  $18.70
$17.71  $18.26
$17.89  $18.75
$18.15 $19.35
$17.42  $18.45
$16.86  $18.01
$15.90 $17.06
$17.33  $18.06
$17.81  $18.67

$15.62 $14.62
$19.37  $18.02
$18.14  $16.80
$18.97 $17.68
$20.19  $18.98
$20.65 $19.31
$18.71  $17.23
$21.54  $20.01
$19.05 $17.65
$19.25 $18.00
$19.00 $17.81
$17.96  $16.99
$17.82  $16.39
$17.23  $15.99
$18.31 $16.84
$18.79 $17.34
$18.27  $16.47
$17.71  $16.40
$16.84  $15.54
$17.56  $15.94
$18.22  $16.87

Percent Change from 2009: 30.4% Increase
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Average Prices Paid to Producers

N

Average Prices Paid to Producers in California
For All Bulk Milk (Grade A and Grade B), by Month, 2006-2010 "%

Annual
January February  March April May June July August September  October November December Average
Dollars Per Hundredweight

2006 13.17 11.86 11.31 1091 10.73 10.71 10.46 10.92 11.79 11.97 12.47 12.73 11.59
2007 12.93 13.57 14.33 15.32 17.29 19.66 20.45 20.57 20.65 20.36 21.18 20.17 18.04

2008 18.48 17.63 16.80 16.60 17.48 18.03 17.86 16.87 16.90 16.34 15.20 13.38 16.80
2009 11.18 10.32 10.51 10.50 10.25 10.10 10.01 10.99 11.68 12.76 14.19 15.61 11.51
2010 14.42 13.94 13.11 13.30 13.57 13.96 14.68 1542 16.39 16.89 15.88 14.86 14.70

Y Prices are F.O.B. plant, at actual test.
2 Includes in-state pool shipments and California milk shipped into Federal Milk Marketing Orders. Excludes bonuses and premiums.

Year

2006
2007
2008
2009
2010

NELETY

Average Prices Paid to Producers in California
For Market Milk (Grade A), by Month, 2006-2010 "%

February

March

13.13
12.90
18.47
11.23
14.44

11.83
13.54
17.60
10.29
13.92

11.29
14.30
16.77
10.47
13.15

10.89
15.29
16.57
10.46
13.28

10.72
17.23
17.43
10.25
13.57

Annual
June July August September October November December Average

Dollars Per Hundredweight
10.70 10.44 10.90 11.75 11.94 12.44 12.70 11.56
19.59 20.42 20.57 20.65 20.39 21.17 20.16 18.02
1799 17.83 16.86 16.88  16.30 15.17 13.34 16.77
10.09 10.01 10.94 11.64 12.71 14.13 15.56 11.48
13.99 14.70 1541 16.34 16.86 15.92 14.91 14.71

Y prices are F.O.B. plant, at actual test.
2 Includes in-state pool shipments and California milk shipped into Federal Milk Marketing Orders. Excludes bonuses and premiums and exempt production.

Average Prices Paid to Producers in California
For Manufacturing Milk (Grade B), by Month, 2006-2010 "/

Annual
January February  March April May June July August September October November December Average
Dollars Per Hundredweight

2006 14.85 13.23 12.28 11.67 11.36 11.46 11.03 11.54 13.15 12.99 13.98 14.02 12.63

2007 14.03 1458 15.39 16.43 19.32 22.03 21.71 20.59 20.69 19.43 21.68 20.77  18.89
2008 18.82 19.26 18.44 18.31 20.19 20.64 19.11 17.75 18.35 18.73 17.11 15.58 18.52
2009 10.15 11.14 1145 11.36 10.37 10.29 10.09 12.10 12.36 13.91 15.46 16.70 12.12
2010 14.14 14.20 12.31 13.52 13.63 13.31 14.46 15.72 17.21 17.52 15.13 14.01 14.60

Y Prices are F.O.B. plant, at actual test.
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Quota Summary.
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California Grade A milk producers are paid based on
a system of quota and non-quota prices (pool prices).
California’s milk pooling system dates to 1968,

when each producer with a market milk license was
assigned a production base and Class 1 quota based
on historical milk production during 1966 or 1967.
Prior to 1968, market milk producers contracted with
fluid handlers for specific volumes of milk. Since
1968, additional quota was made available to both
new and existing producers. The amount of new
guota allocated was based on increases in statewide
Class 1 sales. Allocations to existing producers was
according to the ratio of quota to production base.
Specifically, to promote equity among producers,
guota was allocated to “equalize” producers at a
guota production base ratio of 95 percent. However,
due to stagnant growth in Class 1 sales, equalization
was occuring very slowly, and in 1978 a blanket
allocation of new quota was made to equalize all
producers holding production bases at that time. The
Quota Reform legislation in 1993 introduced a fixed

price differential of $1.70/cwt. between “quota” and
“overbase” prices which changed the method of
determining pool prices.

Quota and its associated base have always been
freely transferable on the open market and can
move anywhere in the state. A fairly active market
exists for quota. Transactions are monitored by the
Milk Pooling Branch which also oversees all pool
operations. Quota selling prices are quoted on a
per pound of solids-not-fat basis per day (formerly
fat prior to the $1.70 spread). Quota prices are
related primarily to the difference between quota
and overbase prices. For 2010, statewide quota
holdings were valued at about $943 million.

Producers can sell market milk without owning

any quota. In this case, however, they receive the
overbase price. In 2010, approximately 60 percent
of all market milk producers held quota.

Summary of Quota Transfers, 2010

Effective No. of Sales

1st of the Sales at Without Cows Total Quota Total Quota Average
Month 100% Low | Avg. | High Fat Transferred SNF Transferred Ratio
January 4 5 3 $350 $378 $390 1,216 2,907 2.39
February 1 1 1 $400 $400 $400 60 150 2.50
March 1 1 1 $400 $400 $400 112 291 2.60
April 8 3 2 $400 $415 $425 1,270 3,093 2.44
May 4 4 2 $395 $408 $435 1,191 2,677 2.25
June 5 4 2 $415 $427 $440 1,090 2,675 2.45
July 10 9 4 $417 $431 $440 1,861 4,524 2.43
August 6 7 5 $425 $434 $450 1,602 3,988 2.49
September 7 7 5 $370 $434 $475 5,201 12,875 2.48
October 4 4 4 $435 $441 $450 982 2,485 2.53
November 3 2 2 $450 $450 $450 1,116 2,782 2.49

4 8 3

December $450 $450 $450 2,099 5,208 2.48
5409 si34 | 17801

* The average ratio is the relation of total quota fat to total quota SNF
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Where Is the Quota? i) o

ol
S

W
ol N

% Santy Maripe,
S
laders

San|

Where Is the Quota in California?
California Pounds of Solids-Not-Fat Quota
On A Daily Basis, December 2010

Pounds of Quota

0-499 Lbs. Quota
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Annual Summary of Quota Transfers, 2000-2010

Average Total Total

Sales at Sales Quota Fat Quota SNF

100% Without Cows | Transferred | Transferred
2000 73 110 55 $410 29,600 71,276
2001 58 92 40 $421 22,179 54,321
2002 53 64 39 $445 18,047 43,612
2003 80 103 53 $455 37,917 93,151
2004 72 108 62 $457 31,580 77,498
2005 65 79 48 $478 24,715 60,243
2006 52 75 41 $501 26,107 63,249
2007 77 93 70 $495 31,060 75,367
2008 56 68 51 $534 40,425 98,654
2009 105 109 84 $415 36,479 87,978
2010 52 55 34 $422 17,801 43,654
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Pooled Milk Utilization

Utilization of Pooled Milk by Class
California, 2002-2010
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Comparison Based on 2002 vs. 2010:

« Utilization of Class 4a has moved from approximately 1,295 million pounds to 1,608 million pounds on a
total solids basis, an increase of 24 percent.
« Utilization of Class 4b has moved from approximately 1,911 million pounds to 1,891 million pounds on a
total solids basis, an decrease of 1 percent.
« Utilization of all market milk has moved from approximately 4,351 million pounds to 4,616 million pounds
on a total solids basis, an increase of 6 percent.
* Intotal, Class 4a and 4b accounted for 76 percent of all milk available on a total solids basis in 2010.

 Class 1 representation of total milk, on a total solids basis, dropped from 17.9 percent in 2002 to 15.0

percent in 2010.
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Net Milk Available
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Net Milk Available in California

California Commercial Milk Production, Production Entering, Production Leaving,
Net Milk Available, in Thousand Pounds, 2006-2010

California Production Production Net Milk Available
Milk Production Entering California Leaving California in California
2006 38,792,168 1,145,694 378,958 39,558,904
2007 40,646,097 963,038 414,020 41,195,115
2008 41,166,115 847,054 486,799 41,526,370
2009 39,488,221 756,829 478,707 39,766,344
2010 40,355,115 633,956 441,272 40,547,799
California Milk Production
Entering California, Leaving California, 2006-2010
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Assessment Rates

CALIFORNIA DAIRY PRODUCER ASSESSMENT RATES

POOL ADMIN | MKT. MILK | MFG. MILK DAIRY COUNCIL MKT ORDER| MKT ORDER| MILK & DAIRY
2010 FEE ADMIN. FEE | ADMIN. FEE CLASS1 |OTHER MILK (MKT) (MFG) FOOD

RATE (CWT) | RATE (CWT)|RATE (CWT)| QUOTA FAT| QUOTA SNF | RATE (CWT) | RATE (CWT) | RATE (CWT) | RATE (CWT)| SAFETY (CWT)
Jan

0.011 0.000 0.000 37.73% 73.88% 0.0150 0.0060 0.1000 0.1000 0.001
Feb 0.011 0.000 0.000 38.50% 74.61% 0.0150 0.0060 0.1000 0.1000 0.001
Mar 0.011 0.000 0.000 38.26% 74.97% 0.0150 0.0060 0.1000 0.1000 0.001
Apr 0.011 0.000 0.000 38.41% 75.16% 0.0150 0.0060 0.1000 0.1000 0.001
May 0.011 0.000 0.000 35.78% 71.53% 0.0150 0.0060 0.1000 0.1000 0.001
June 0.011 0.000 0.000 35.88% 68.78% 0.0150 0.0060 0.1000 0.1000 0.001
July 0.011 0.000 0.000 35.44% 66.68% 0.0150 0.0060 0.1000 0.1000 0.001
Aug 0.011 0.000 0.000 37.68% 71.23% 0.0150 0.0060 0.1000 0.1000 0.001
Sept 0.011 0.000 0.000 38.75% 74.56% 0.0150 0.0060 0.1000 0.1000 0.001
Oct 0.011 0.008 0.012 37.68% 73.76% 0.0150 0.0060 0.1000 0.1000 0.001
Nov 0.011 0.008 0.012 39.39% 74.25% 0.0150 0.0060 0.1000 0.1000 0.001
Dec 0.011 0.008 0.012 39.24% 73.25% 0.0150 0.0060 0.1000 0.1000 0.001

Milk Pooling Administration Fee: (.011 cents per hundredweight) - Funds used to administer the functions of the Milk
Pooling Branch. Functions include:

* Pool and distribute milk revenue

e Establish the monthly quota and overbase prices

e Administer the registration and transfer of quota holdings

¢ Audit monthly reports of California plants to verify receipts and usage

Market Milk Administration Fee: (.008 cents per hundredweight on Grade A milk) - Funds used to administer the
functions of the Dairy Marketing Branch. Functions include:

e Establish the minimum farm price for milk

* Manage the Milk Producers Security Trust Fund
e License all milk handlers in the State

¢ Production and manufacturing cost audits

e California dairy industry statistics

Manufacturing Milk Administration Fee: (.012 cents per hundredweight on Grade B milk) - Funds used for the same
purpose as Market Milk Administration Fee above.

Dairy Council Fee (DCC): (Class 1 milk .015 cents per hundredweight, other milk .006 cents per hundredweight)- Funds
used to administer the functions of the Dairy Council. This program’s function is to provide nutrition education materials
that show the role of dairy products in a balanced diet.

California Milk Advisory Board Fee (CMAB): (Market milk, 10 cents per hundredweight) - Funds used to administer
the functions of the California Milk Advisory Board. This program is involved in advertising, promotion and research of all
dairy products.

California Manufacturing Milk Advisory Board Fee (CMMAB): (Manufacturing milk, 10 cents per hundredweight on
Grade B milk). This program is similar to CMAB but does not promote fluid milk products because fluid milk products can-
not contain Grade B milk.

Milk and Dairy Foods Safety Fee: (.001 cents per hundredweight) - Funds used for the testing of milk fat, solids not fat
and the weighing and sampling of market milk delivered to handlers by producers.

National Dairy Promotion and Research Board (NDPRB): (.05 cents per hundredweight on all milk) - Funds used to

administer the functions of the NDPRB, a federal program. This program conducts promotions and research activities on
behalf of all United States dairy farmers. (not shown in table above)
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Appendix A
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Glossary of Terms

Production Cost Comparison (Cost Comp) is a
comprehensive report pertaining solely to the dairy
enterprise. This information includes all costs and
activities related only to milking and dry (total) cows.

It does not include information relating to calf raising,
heifer raising and other farming enterprises. The Cost
Comp is designed to provide a constructive tool for better
decision-making and to closely reflect the actual cost of
producing milk. All costs are based on a per cow/per
month basis, unless otherwise noted.

Number of Herds — number of herds in each size category.

Feed Costs - All feed costs attributed to the dairy

enterprise.

a) Dry Roughage - All forages low in moisture content
and high in fiber (e.g.) alfalfa hay, oat hay and almond
hulls.

b) Wet Feed and Wet Roughage - All forages high in
moisture content (e.g.) Wet Feed: brewers’ malt, wet
whey, wet citrus and cull vegetables. Wet Roughage:
haylage, earlage, corn silage, and green chop.

¢) Concentrates — Products relatively high in energy
and low in fiber, including grains, milled by-products,
and protein product (e.g.) rolled corn or barley, whole
cottonseed, dried distillers grain and custom premixes.

d) Mineral & Supplements — Micro or macro minerals
and any vitamins and feed additives that improve feed
efficiency (e.g.) molasses and bicarbonate.

e) Pasture — Includes any grazing on land that contains
pasture grasses or legumes.

Total Feed Costs — Total of above line items, (a) through (e)

Total Feed Costs/Cwt - Total Feed cost per cow, divided
by the total monthly hundredweight of milk shipped per
Cow.

Total Hired Labor — Comprises all paid labor attributed to

the dairy enterprise.

- Salaried and hourly labor total includes gross wages
earned by hired milkers, pushers, feeders, and outside
workers plus employer taxes and perquisites (e.g.)
Employer Taxes: workers compensation insurance,
unemployment insurance, and social security;
Perquisites: house, utilities, health insurance, union
dues, and 401K or retirement plans..

Total Hired Labor Costs/Cwt - Total labor cost per cow,
divided by the total monthly hundredweight of milk
shipped per cow.

Herd Replacement — A twelve-month rolling average of
the number and value of cows entering the herd, minus
the total receipts of cows culled and dead, adjusted for
the increase or decrease in herd inventory.
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Less Calf Income - Income from the sale of day old calves.

Total Herd Replacement Costs - Herd replacement cost less
calf income.

Total Replacement Costs/Cwt - Total herd replacement cost
per cow, divided by the total monthly hundredweight of
milk shipped per cow.

Operating Costs

a) Utilities — Includes electricity, natural gas, garbage,
telephone, water, etc.

b) Supplies - Includes products needed for producing milk
(e.g.) soaps, iodine, hoses, office supplies, A.l. expenses,
etc.

) Veterinary and Medicine — All costs for veterinary work,
medicine and supplies, including rBST.

d) Outside Services — Hired services (e.g.) accountant,
nutritionist, hoof trimmer, DHIA or private testing, etc.

e) Repairs and Maintenance - All repairs and maintenance
of equipment and structures used by the dairy
enterprise (e.g.) milking parlor, free-stalls, corrals,
feedwagons, etc.

f) Miscellaneous - Any other operating costs not covered
above (e.g.) County or state permits, regulatory fees,
branding fees, subscriptions, producer association
fees, etc.

g) Bedding & Manure Haul — Cost incurred to scrape
corrals and haul manure, may include any dirt or filler to
maintain corrals and free-stalls.

h) Fuel & Oil - Fuel and oil used by the dairy enterprise.

i) Interest — Interest expense paid on outstanding short
term loans for operating costs.

j) Lease Expense — Expense for leasing dairy facility.

k) Depreciation — Straight-line depreciation on any owned
equipment or buildings used by the dairy enterprise,
less a salvage value.

I) Taxes & Insurance — Tax expense due on owned real
and personal property. Insurance for public liability,
property damage, fires and storm coverage.

Total Operating Costs- Total of above line items, (a)
through (I).

Total Operating Costs/Cwt - Total operating cost per cow,
divided by the total monthly hundredweight of milk
shipped per cow.

Milk Marketing Costs — Hauling charges, mandatory

assessments and miscellaneous deductions.

a) Hauling - Fees paid to haul milk from ranch to plant,
plus any stop charges.

b) State Assessments — Dairy Marketing, Milk Pooling, Milk
& Dairy Foods Control, Dairy Council and Milk Advisory
Board, plus county health inspections.
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Appendix A - Continued

Glossary of Terms - (Continued)

c) Federal Assessments and Misc. Deductions — National
Dairy Promotion and any permits or third party
component testing.

Total Milk Marketing Cost/Cwt — Total marketing cost per
cow, divided by the total monthly hundredweight of milk
shipped per cow.

Total Cost/Cow/Month - Total of above line items, divided
by total cows.

Total Cost /Cwt. — Total costs, divided by the total monthly
hundredweight of milk shipped per cow.

Milk Production Data

a) Milk Sold/Total Cow/Month (cwt) - Total hundredweight
of milk shipped for the month, divided by total cows.

b) Lbs. Milk Sold/Milk Cow/Day - Total pounds of milk
shipped, divided by number of milk cows.

¢) Gross Milk Receipts (cwt) — Blend price based on
California’s Pool Price Announcement, minus regional
quota adjuster (RQA), plus any transportation
allowances. It does not include any quality or yield
bonuses.

d) Mailbox Price ($/cwt) — Total receipts (receipts includes
gross dollars, quality payments, component premiums,
yield premiums, seasonal bonuses, monthly distribution
of cooperative earnings) less marketing costs and
assessments.

e) Mailbox Price less Total Costs (cwt.) — Mailbox price plus
marketing cost less total cost.

f) FatTest % — Total pounds of fat shipped, divided by total
pounds of milk shipped for the month.

g) SNF Test % - Total pounds of solids—not-fat shipped,
divided by total pounds of milk shipped for the month.

h) Fat Sold/Milk Cow/Month (lb.) - Total pounds of fat
shipped, divided by total milk cows.

i) SNF Sold/Milk Cow/Month (lb.) — Total pounds of solids—
not-fat shipped, divided by total milk cows.

j) Percent Quota - Total pounds of quota solids-not-fat
produced divided by total pounds of solids-not-fat
shipped.

Related Data

a) Percent Dry Cows — Total number of dry cows, divided
by total cows.

b) Yearly Cull Rate — Twelve-month total of cows leaving
the herd, divided by total cows.

c) Average Value per Drop Bull Calf - Total value of bull

calves, divided by total bull calves.

d) Milk Cow Alfalfa Hay Price ($/ton) — Average blend
price of alfalfa hay fed to milking cows.

e) Grain, Minerals & Supplements ($/ton) — Total grain,
mineral/ supplement costs, divided by total tons fed to
milking cows.

f) Grain Minerals & Supplements (lb./mc day) - Total
pounds of grain, minerals and supplements fed,
divided by total milking cows, divided by the number
of days in month.

g) Milkers ($/hr) — Average hourly wage received by
milkers, plus employer taxes and perquisites.

h) Total labor ($/hr) — Average hourly wage received
by all hired employees, plus employer taxes and
perquisites.

i) Milk Cow Feed Costs per Day - Total feed costs for
milking cows, divided by number of milking cows,
divided by the number of days in the month.

j) Milk Cow Feed Costs per Cwt. — Total feed costs for
milking cows, divided by total hundredweight of milk
shipped.

k) Milk Cows — Number of lactating cows in herd.

[) Total Cows — Number of lactating and dry cows in herd.

m) Average Investment per Cow - Total investment for
land, buildings, equipment and cows, divided by total
cows.

California Cost of Production Annual 2010 \ 49



Cost of Production Staff N

Cost of Production Staff

Pictured (from left to right): Carl Matz, Mirek Wilczek, Richard Walker, Mike Francesconi, Cindy Prentice, David DaSilva.

Cost of Production Unit Supervisor
Mike Francesconi
Phone: (916) 341-5988
Email: mfrancesconi@cdfa.ca.gov

South Valley Area North Valley/South Valley Areas
Carl Matz Mirek Wilczek
Phone: (559) 733-5166 Phone: (916) 341-5988
Email: cmatz@cdfa.ca.gov Email: mwilczek@cdfa.ca.gov
North Coast and North Coast and Southern California and
North Valley Areas North Valley Areas South Valley Areas
Cindy Prentice Richard Walker David DaSilva
Phone: (916) 341-5988 Phone: (916) 341-5988 Phone: (916) 341-5988
Email: cprentice@cdfa.ca.gov Email: rwalker@cdfa.ca.gov Email: ddasilva@cdfa.ca.gov
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California Dairy Industry Contacts
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California Department of Food and Agriculture
df 1220 N Street, Sacramento, CA 95814
C a Homepage Website: http:www.cdfa.ca.gov/dairy
~———_  Email address: dairy@cdfa.ca.gov

Office of the Secretary

Karen Ross Secretary, 654-0433

Vacant, Undersecretary, 654-0321

Dr. Annette Whiteford, DVM, State Veterinarian,
651-6870

ANIMAL HEALTH AND FOOD

SAFETY SERVICES
Dr. Annette Whiteford, DVM, Director, 654-0881,
Fax 653-4249

Animal Health Branch
Kent Fowler, DVM, Chief, 654-1447, Fax 653-2215

District Veterinarians

Redding: Charles Palmer, DVM, (530) 225-2140
Modesto: David Willoughby, DVM, (209) 491-9350
Tulare: Melanie Swartz, DVM, (559) 685-3500
Ontario: David Kerr, DVM, (909) 947-4462

Livestock Identification Branch
Greg Lawley, Chief, 654-0889, Fax 653-5190

Regional Brand Supervisors

Northern: John Romano (530) 347-5721
Central: David Fischer, (209) 845-8352
Southern: Richard Wright, (559) 685-3505

Meat & Poultry Inspection Branch

Douglas Hepper, DVM, Chief, 654-0504, Fax 654-2608

District Veterinarians

Sacramento: Alfred Aquino, DVM, 654-0504
Fresno: Herbert Radigtsch, DVM, (559) 233-7318
Ontario: Namara Garbaba, DVM, (909) 773-0079

Area Code is (916) unless otherwise noted.

Milk & Dairy Food Safety Branch
Stephen Beam, Chief, 653-0773, Fax 654-7512

Assistant Branch Chief
Kristen Dahl, 654-1981

Licensing
Facilities, Corey Pruitt, 654-0916
Personal Licenses, Ashley Cornejo, 654-0785

Regional Administrators

Stockton: Mostafa Sherzad, (209) 466-7186
Oakland: John Macy, (510) 622-4810
Fresno: David Krall, (559) 445-5506
Ontario: Joel Kolling, (909) 923-9929

MARKETING SERVICES
Kevin Masuhara, Director, 445-5055,
Fax 445-2655

Environmental Program
Casey Walsh Cady, 445-5055

Dairy Marketing Branch
Candace Gates, Chief, 341-5988, Fax 341-6697

California Dairy Statistics Service
Karen Dapper, 341-5988, Fax 341-6697

Economics/Pricing
Hyrum Eastman, 341-5988, Fax 341-6697

Production Cost Unit
Mike Francesconi, 341-5988, Fax 341-6697

Manufacturing Cost Audits
Venetta Reed, 341-5988, Fax 341-6697

Enforcement & Unlawful Practices
Hyrum Eastman, 341-5988, Fax 341-6697

Milk Pooling Branch
John Lee, Chief, 341-5901, Fax 341-5995

Pool Operations

Don Shippelhoute, 341-5901, Fax 341-5995
Pool Audits

Nancy Hartman, Marlene Wride, Ron Quan,
Sunday Ikenador, 341-5901, Fax 341-5995
Producer Payments, Licenses/Bonds
John Bressett, 341-5901, Fax 341-5995

Marketing Branch
Robert Maxie, Chief, 341-6005, Fax 341-6826
Dennis Manderfield, Glenn Yost
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Dairy Marketing Branch

California Department of Food and Agriculture
1220 N Street

Sacramento, CA 95814-5621
www.cdfa.ca.gov/dairy




