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California Average Agriculture Secretary Vilsack announced that the Obama Administration took
Commodity Spot Prices action to support struggling dairy farmers by increasing the amount paid for
Cost of Milk dairy products through the Dairy Product Price Support Program (DPPSP). USDA

estimates show that these increases, which will be in place from August 2009

Production Summary through October 2009, will increase dairy farmers’ revenue by $243 million.

California Feed

Costs vs. Production “The Obama Administration is committed to pursuing all options to help dairy
USDA Milk producers,”said Vilsack.“The price increase will provide immediate relief to dairy
Feed Price Ratio farmers around the country and keep many on the farm while they weather one
CWT Herd of the worst dairy crises in decades.”

Retirement Progresses The support purchase price increases raises the price paid for nonfat dry milk
Agricultural Land from $0.80 per pound to $0.92 per pound; the price paid for cheddar blocks
Values Decrease from $1.13 per pound to $1.31 per pound; and the price of cheddar barrels from

$1.10 per pound to $1.28 per pound. This increase in the support price should

Corn Production have an immediate effect upon dairy farmers’ bottom line.

On the Increase

Beef Recall for USDA estimates that the support purchase price increases should increase
California Processor the all milk price received by dairy producers. The increase will result in the
MILC government purchase of an additional 150 million pounds of non-fat dry milk

Deadline Approaching (NDM) and an additional 75 million pounds of cheese.

National Dairy
Situation & Outlook

E Pool and Mailbox Price

Prior to this temporary support price increase, USDA had taken several steps to
provide support for dairy farmers, including the following:
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« In March, USDA transferred approximately 200 million pounds of nonfat
dry milk to USDA’s Food and Nutrition Service, which will not only remove

Continued on Page 7
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Production;

Minimum Class Prices Weekly Average Commodity Prices

California Hundredweight Prices California
. . - Dairy Market
Class July August September Week Chicago Mercantile Exchange | Manufacturing News
1 No.Calif. ~ $11.88 $11.71 $13.21 Ending Plants
So. Calif $12.15 $11.98 $13.48 Grade AA Block Cheddar Nonfat Western Dry
2 No. Calif. ~ $10.34 $10.47 $10.47 Butter Cheese Dry Milk Whey
So.Calif.  $10.57 $10.70 $10.70 2218 2 Aot
4a $10.02 N/A N/A 717 $1.2490 $1.1120 $0.8216 $0.3200
4b $ 9.39 N/A N/A 7124 $1.2630 $1.1700 $0.8328 $0.3200
7/31 $1.2490 $1.2300 $0.8260 $0.3200
8/7 $1.2380 $1.2850 $0.8542 $0.3200
Federal Order and California 8/14 | $1.2200 $1.3330 $0.8522 $0.3200
Minimum c’ass 1 Prices 8/21 $1.1815 $1.3850 $0.8452 $0.3200
Hundredweight Prices . . . e
Regions July August September Da”y COW CUIIlngACthlty (Weekly)
Phoenix, Arizona $12.61 $12.39 $13.28 .
Southern California  $12.15  $11.98  $13.48 Week Region 9 | U.S.Dairy | West Region *
Portland, Oregon $12.16  $11.94 $12.83 Ending Dairy Cows Cows Price Range
Northern California  $11.88  $11.71 $13.21 Head $/owt.
Boston (Northeast) $13.51 $13.29 $14.18 06/19/09 17,400 59,500 $37
06/26/09 19,000 55,600 $39-$45
07/03/09 15,400 52,600 $37-$46
Quota Transfer Summary 07/10/09 14,500 48,400 $43-$49
Quota Transfers June July Aug. 07/17/09 13,700 50,000 $47-$49
Number of Sellers 7 13 13 07/24/09 14,300 18,300 $44-%$45
¢ 07/31/09 13,600 16,700 $40-$46
Pounds of SNF Quota 08/07/09 14,200 17,400 $41-$46
Transferred 4,464 13,762 9,420 1
. Region 9includes AZ, CA, Hl and NV
A\Igf)rjr?j opitlgﬁlfguota $409 $402 $378 2 West region includes AZ, NV, UT, CA, ID, OR and WA

Source: USDA Market News: Report LM_CT168 and ML_LS795

July Milk Production in the Top 23 States

(% Change from 2008)

Washington
-1.6%

Oregon
+1.6% Idaho

July Milk Production

USDA estimates U.S. milk production for

July 2009 in the top 23 milk producing states
at 14.9 billion pounds, up 0.1 percent from
July 2008. Production per cow in the top 23
milk producing states averaged 1,769 pounds
for July, 25 pounds above July 2008.

Vermont

Minnesota
+5.9%

Wisconsin

Illinois
+3.9%

For the U.S. overall, comparing

July 2009 to July 2008:

* The number of cows on farms was 9.190
million head, down 145,000 head

* Production per cow averaged 1,741
pounds, 28 pounds more than
July 2008

* Nine of the top twenty-three milk
producing states showed a decrease in
milk production
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Colorado

1.6% Kansas
+0.5%

Arizona
-8.3%

New Mexico
-2.8%

Texas
+1.4%




Premium Alfalfa Hay Prices / Alfalfa Sales - Reported Weekly

Alfalfa Hay Update

Northern California: Premium alfalfa was traded firm with good demand and
light supplies. Retail and stable hay trading was steady. Buyer demand was good
for both Premium and Supreme hays, but supplies are light.

Southern California: Premium alfalfa was steady with good demand and

light supplies. Retail and stable hay sold steady, and export Sudan hay sold firm.
Trading acticity light at end of the month.

Premium Alfalfa Hay Statewide Average Prices Per Ton / Total Tons Sold or Delivered

Monthly
Area July 31 Aug.7 Aug. 14 Aug. 21 Low/High
Petaluma N/A N/A N/A N/A N/A
North Valley $130-145 $135-140 $142 $150 $130-150
South Valley? $130-150 $130-155 $140-150 N/A $130-155
Chino Valley $145 $145 N/A N/A $145
Tons Sold? 67,816 62,197 31,312 33,845
Tons Delivered* 39,975 39,647 8,351 8,350

"North Valley is Escalon, Modesto and Turlock areas.
2South Valley is Tulare, Visalia and Hanford areas.
3For current or future delivery.

“Contracted or current sales.

Definition of premium Alfalfa Hay: 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.

Source: USDA Market News, Moses Lake, Washington, (509) 765-3611, www.ams.usda.gov/LSMarketNews

California Average Feed Commodity Spot Prices
Delivered to the Dairy, In Dollars Per Ton, 2009

) Tulare/Pixley North Valley Los Banos/Chowchilla
Feed Commodity

6/30-7/21 | 7/28-8/18 | 6/30-7/21 | 7/28-8/18 | 6/30-7/21 | 7/28-8/18

Almond Hulls $90.00 $91.50 $87.00 $87.00 $88.00 $88.75
Canola $322.00 $270.50 $322.00 $270.50 $324.00 $272.50
Distillers Dried Grains $153.75 $146.25 $153.25 $146.00 $156.50 $149.25
Rolled Corn $164.13 $164.00 $173.13 $173.00 $169.13 $169.00
Soybean Meal $421.50 $419.00 $421.50 $419.00 $423.50 $421.00
Whole Cottonseed $320.75 $287.25 $320.75 $287.25 $322.25 $289.25

Source: USDA Market News, St. Joseph, Missouri, (816) 238-0678, www.ams.usda.gov/LSMarketNews

Milk Production Cost Comparison Summary for California”

By Quarter, 2008-2009
North North South Southern Statewide
Coast Valley Valley California Weighted Average
Quarter 2008 | 2009 2008 | 2009 2008 | 2009 2008 | 2009 2008 | 2009
Dollars per Hundredweight

1st Quarter

Total Costs 19.74 22.38 15.14 16.63 15.31 16.63 15.44 15.35 15.34 16.67

Total Costs & Allowances* 21.97 24.77 16.98 18.23 17.17 18.58 17.07 17.29 17.31 18.51
2nd Quarter

Total Costs 18.49 15.86 16.26 16.06 16.14

Total Costs & Allowances* 20.62 17.76 18.16 17.69 18.04
3rd Quarter

Total Costs 20.52 16.68 17.38 17.13 17.17

Total Costs & Allowances* 22.74 18.67 19.46 18.93 19.21
4th Quarter

Total Costs 22.08 17.08 17.39 16.62 17.33

Total Costs & Allowances* 24.71 19.32 19.65 18.56 19.58
* Includes an allowance for management and a return on investment
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Diesel, Gas, and Milk Hauling Costs, Per Hundredweight of Milk
Based on California Production Cost Survey, January 2003 through March 2009

X

1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q
2003 2004 2005 2006 2007 2008 2009
=O==Cost for Diesel & Gas Per hundredweights of Milk Source: CDFA Dairy Marketing Branch
= Milk Hauling Expense Per Hundredweight of Milk
Total Feed Costs (Percent of Total Cost of Production)
Based on California Production Cost Survey, January 2003 through March 2009
7
%
/
7 |
2
7
7
7n
7 7
2 9 7 %
) , ’/f ,
1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1Q|2Q|3Q|4Q 1q|2o|3cg|4o 1Q
2003 2004 2005 2006 2007 2008 2009
Source: CDFA Dairy Marketing Branch

E Total Feed Costs (Percent of Total Cost of Production)

\ et Raty Rty page 4



USDA Milk-Feed Price Ratio

The July Milk Feed Price Ratio was 1.65, up $0.20 from the
previous month, but down $0.25 from a year ago.

The July ratio reflects an all-milk price of $11.30 per
hundredweight, unchanged from June 2009. One year
ago the all-milk price used to calculate the ratio was
$19.30 per hundredweight.

In July, alfalfa hay decreased to $120 per ton, down from
$177 per ton in July 2008. Soybeans decreased $1.10/
bushel, from $11.40 to $10.30 per bushel ($3.00/bushel
lower than July 2008). The corn price used to calculate the
July ratio was $3.33 per bushel, down $0.70 cents from
June (corn in July 2008 was $5.25 per bushel).

A ratio of 1.65 means that a dairy producer can buy 1.65
pounds of feed for every pound of milk sold. Whenever
the ratio meets or exceeds 3.0, it is considered profitable
to buy feed and produce milk.

Corn Prices Could Drop to the
$3 Per Bushel Level

Corn prices have dropped significantly and one expert
thinks that by October the nearby futures price for corn
on the Chicago Mercantile Exchange could be $3.00/
bushel. The USDA June 30 "acreage" report, points

in that direction says market analyst Joel Karlin, of
Western Milling in Goshen, Calif. That report showed
two million more corn acres actually planted than
what farmers said they would plant in USDA's March 31
"prospective plantings" report.

Weather can always be an issue but there is no
indication that weather problems will occur. According
to USDA's recent "Crop Progress" report, 70 percent of
the corn in the top 18 corn-producing states is either
in "good" or "excellent" condition. In lllinois, where
planting was delayed because of wet conditions this
spring, 62 percent of the corn is "good" or "excellent."

Foster Farms Buys
Part of Humboldt Creamery

Foster Farms Dairy of Modesto is buying part of Humboldt
Creamery. This acquisition will enable Foster Farms

Dairy to become a larger player in the organic milk
market. Humboldt Creamery CEO Len Mayer reported
that Foster Farms Dairy of Modesto, the biggest private
dairy operation in California, purchased the company's
Fernbridge creamery for $20.5 million, with the sale
pending final approval from the bankruptcy judge.

Latest CWT Herd Retirement
Round In Progress

Cooperatives Working Together (CWT) announced
that it has tentatively accepted 294 bids in the third
herd retirement it has conducted in the last nine
months. This round equates to 86,710 cows and 1.8
billion pounds of milk accepted. The last three herd
retirements have equated to the elimination of 4.8
billion pounds of milk (since Decembe 2008). This was
the second-largest herd retirement since the program
started in 2003.

Farmers in 38 states submitted a total of 312 herd
retirement bids. This herd retirement was the first to
have a maximum acceptable bid threshold of $5.25 per
cwt. It was also the quickest herd retirement following
a previous round, which is an indication “that there is
still an interest on the part of our members to use CWT
to remove more cows, even though the program has
been very active in 2008 and to date in 2009, noted
Kozak. This round is removing 3,104 bred heifers.

Kozak said that “CWT stands ready to conduct yet
additional herd retirement later this year in

order to help address the severe supply-demand
imbalance that has depressed farm-level milk
prices. We intend to use all the resources at our
disposal to help farmers deal with this severe
economic crunch that they’re confronting,” he said.

CWT field auditors have begun visiting the 294
farms whose bids were accepted, checking their
milk production records, inspecting their herds, and
tagging each cow for processing. All farmers will be
notified no later than August 31, as to whether their
bid was among those accepted.

Once CWT field auditors inspect and accept the
herds offered as part of the bidding process, farmers
have 15 days in which to send their animals to a
processing plant. CWT will again provide each farmer
the NMPF animal handling guidelines for the proper
culling and transporting of dairy cattle, Kozak said.
Producers whose bids are accepted will be paid in
two installments: 90% of the amount bid times the
producer’s 12 months of milk production when it is
verified that that all cows have gone to slaughter, and
the remaining 10% plus interest at the end of 12
months following the farm audit, IF both the producer
and his dairy facility — whether owned or leased - do
not become involved in the commercial production
and marketing of milk during that period.

Page 5

n A,
@efeto Dty Rty 8%



Agricultural Land Values
Decreasing

USDA NASS Report

U.S. farm real estate values, a measurement of the value
of all land and buildings on farms, averaged $2,100 per
acre on January 1, 2009, down 3.2 percent from 2008.
The 3.2 percent decrease from 2008 is the first decline in
farm real estate value since 1987. Regional changes in the
average value of farm real estate ranged from virtually no
change in the Northern and Southern Plains regions to an
11 percent decline in the Mountain region. The highest
farm real estate values remained in the Northeast region
at $4,830 per acre. The Mountain region had the lowest
farm real estate value, $922 per acre.

Both cropland and pasture values are also down from the
previous year. Cropland values declined by $110 per acre
(3.9 percent) to $2,650 per acre. In the Cornbelt region,
the average cropland value decreased 4.0 percent from
the previous year, to $3,870 per acre. However, in the
Northern Plains and Delta regions, cropland values rose
1.6 percent and 0.6 percent, respectively.

Pasture value declined by $20 per acre (1.8 percent) from
2008 to $1,070 per acre. The Mountain region had the
largest percentage decrease in pasture value, 16 percent
below 2008. The contraction in the overall economy has
caused less commercial and residential development in
many regions. Livestock and crop commodity prices have
declined from a year earlier, thus producers and investors
are less optimistic than a year ago. A decrease in the
demand for recreational land has also contributed to the
overall decrease in land values.

Beef Recall on Caifornia
Processing Facility

Health officials in three Western states reported that at
least 28 people have reported illnesses tied to recalled
ground beef that may be tainted with salmonella. Fresno-
based Beef Packers Inc. recalled nearly 826,000 pounds

of ground beef produced from June 5-23.The U.S.
Department of Agriculture's Food Safety and Inspection
Service says the beef was sent to retail distribution centers
in Arizona, California, Colorado and Utah, with some sold
at Safeway Inc. and Sam's Club. Officials are investigating
other reported illnesses in Arizona, Idaho, lllinois, Nebraska,
New Mexico, Nevada, South Dakota and Texas that may
be linked to the same strain of salmonella, the USDA said.
Because the beef was repackaged under different retail
names, USDA recommended that consumers check with
the store where they purchased the beef to determine
whether what they bought has been recalled.

Corn predicted to be up 5 percent

The recently released USDA Crop Production Report
states that the corn crop will be up five percent from
2008. Based on conditions on Aug. 1, the USDA expects
yields to average 159.5 bushels per acre, up 5.6 bushels
from last year. If realized, this will be the second highest
yield on record,behind 2004, and production will be the
second largest, behind 2007.

“Forecasted yields are higher than last year across the
central Great Plains and western Corn Belt where mild
temperatures and adequate soil moisture supplies
provided favorable growing conditions. Expected yields
were also higher across much of the Ohio and Tennessee
Valleys and Atlantic Coast where beneficial moisture this
year contrasted with exceptionally dry conditions last
year. Yield prospects are lower in the central Corn Belt
where excessive spring moisture delayed planting and
below normal temperatures slowed corn emergence and
development,”the Crop Production report said.

Soybean production is forecast at a record high 3.20
billion bushels, up 8 percent from last year. Based on
August 1 conditions, yields are expected to average 41.7
bushels per acre, up 2.1 bushels from 2008.

MILC Deadline Approaching

Oct. 1, 2009 marks the start of a new MILC payment
period. Producers have until Sept. 14, 2009, to request

a change in their payment start date, especially if they
wish to begin receiving their 2010 MILC payments in
October and did start in that month before. If no change
is requested, producers will begin receiving payments in
the same month as requested for the 2009 program year.
A change may be requested up to the 14th of the month
preceding the month payments are requested.

Producers are reminded that any change to their dairy
operation must be submitted to the Farm Service Agency
(FSA) on form CCC-580M, MILC Modification. Changes not
only include the start month request, but changes such
as movement of a dairy facility, changes in the business
type, addition or deletion of partners, and any other
changes that may affect how the IRS would look at the
structure of the dairy operation.

Producers are also reminded that a new 2010 Average
Adjusted Gross Income Statement, form CCC-926, must
be submitted for each individual, entity and payment
members before any payments may be issued.

Further information is located online at www.fsa.usda.gov
or by contacting a local FSA office.
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National Dairy Situation and
Outlook — USDA Estimates

Milk Production

Monthly: Compared to 2008, USDA estimates overall
milk production across the U.S. remained unchanged
in July 2009; led by Minnesota at 5.9% growth in
milk production (on 4,000 more cows and 80 more
pounds per cow). USDA reports that California milk
production was down 5.0% on (54,000 less cows and
40 less pounds per cow), compared to July 2008.
Among other western states, Arizona was down
8.3%; New Mexico was down 2.8%; and Washington
was down 1.6%. Six of the top 10 states reported a
production increase.

Quarterly: For the second quarter of 2009 compared
to the first quarter of 2009, U.S. milk cow numbers
dropped to 9.262 million, milk production per

cow increased to 5,272 pounds; the net effect was
increased milk production to 48.8 billion pounds.
USDA projects that for the third quarter of 2009
compared to the second quarter of 2009, U.S. milk
cow numbers will decrease to 9.165 million cows,
production per cow will decrease to 5,065 pounds;
the net effect would be decreased milk production to
46.4 billion pounds.

Milk Prices

Comparing the second quarter of 2009 to the first
quarter of 2009, U.S. average milk prices decreased to
$11.60/cwt. USDA projects that for the third quarter
of 2009, U.S. average all-milk prices will be $11.80-
12.10/cwt.; Class 4b prices will be $10.84-11.14/cwt.;
and Class 4a prices will be $10.44-10.84/cwt.

Utility Cow Prices

Comparing the second quarter of 2009 to the first
quarter of 2009, average U.S. utility cow prices were
up $3.04/cwt. to a national average of $49.46/cwt.
USDA projects that utility cow prices will average
$48-50/cwt. in the third quarter of 2009.

Information from the USDA-NASS publication “Milk
Production”and the USDA-ERS publication: “Livestock,
Dairy, and Poultry Outlook.”

Secretary Vilsack - Continued from Page 1

inventory from the market, but also support low-
income families struggling to put nutritious food on
their tables.

« USDA expects to spend more than $1 billion in fiscal
year 2009 on purchases of dairy products (Dairy Product
Price Support Program) and payments to producers
(Milk Income Loss Contract (MILC).

+ On March 22, 2009, USDA reactivated USDA's Dairy
Export Incentive Program (DEIP), to help U.S. dairy
exporters meet prevailing world prices in addition to
encouraging the development of international export
markets in areas where U.S. dairy products are not
competitive due to subsidized dairy products from
other countries.

« Since March 22, USDA has encouraged the export of
20,000 tons of nonfat dry milk. From July 2008 through
June 30, 2009, DEIP has announced allocations of
68,201 metric tons of nonfat dry milk; 21,097 metric
tons of butterfat; 3,030 metric tons of various cheeses
and 34 metric tons of other dairy products.

USDA is working with the Department of State to identify
foreign assistance programs such as U.S. Agency for
International Development (USAID) and McGovern-Dole
International Food for Education and Child Nutrition
Program to make the following available:

« At least 1 million pounds on a competitive basis, for the
production of casein;

« About 500,000 pounds for use in the McGovern-Dole
International Food for Education and Child Nutrition
Program; and

« About 1 million pounds for use by the U.S. Agency
for International Development, based on anticipated
requests from the State Department.

USDA is currently reviewing federal dairy policy to
determine what changes are needed to reduce price
volatility and enhance farmer profitability.
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RooliRrices; Mill¥Mailbo>{4RricesS)

Month Quota  Overbase Milk Mailbox Prices in Dollars per Hundredweight
February ‘08 $18.42 $16.72 November December January ‘09 February — March April May
California’ $14.67 $12.83 $10.57 $ 9.80 $ 9.92 $ 9.88 $ 9.70
March $1771 $1601 USDA? $17.42 $16.12 $13.77 $11.61 $11.60 $11.96 $11.61
. 1 California mailbox price calculated by CDFA.
Aprll $1756 $1586 2 All federal milk market order weighted average, as calculated by USDA.

May $18.47  $16.77 Milk Mailbox Prices for May 2009
June $19.12 $17.42 :
July $19.05  $17.35 St
August $18.01 $16.31
September $17.92 $16.22
October $17.14  $15.44 5 o8 07, ] e
| comBeltStates ©'\>11:80

November $15.97 $14.27
December $14.11 $12.41
January ‘09  $12.10 $10.40

New Mexico ‘ ‘
$9.77 gl

February $11.28 $ 9.58 Western
March $1154  $ 9.84 o
April $11.57 $ 9.87

May $11.46  $ 9.76

June $11.32 $ 9.62

In May 2009, mailbox milk prices for selected reporting areas in Federal milk orders averaged $11.61 per cwt., down $0.35 from the previous month
J UI $11 30 $ 9 60 average, and down $6.48 from May 2008. The component tests of producer milk in May 2009 were: butterfat, 3.60%; protein, 3.01%; and other
y . . solids, 5.72%. On an individual reporting area basis, mailbox prices decreased in all Federal milk order reporting areas except New York, Appalachian States,
Southeast States, Florida, and Indiana, and ranged from $14.70 in Florida to $9.77 in New Mexico.
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