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Department Calls Class 4b Whey Valuation Hearing

The California Department of Food and Agriculture
(Department) has called a consolidated public hearing to
consider amendments to the Stabilization and Marketing
Plans for Market Milk for the Northern California and
Southern California Marketing Areas (Plans). The hearing
will be held on May 31 and June 1, 2012 in the Department
Auditorium, 1220 N Street, Sacramento, CA 95814. The
hearing will begin both days at 9:00 a.m. The hearing on the
second day will close once all testimony has been received.

On March 2, 2012, the Department received two separate
petitions requesting a public hearing to consider
amendments to the Plans. The first petition was received
by a group of producer organizations which includes
California Dairies, Inc., Dairy Farmers of America - Western
Area Council, Land O’Lakes, Inc., Security Milk Producers
Association, Milk Producers Council, California Dairy
Campaign, and Alliance of Western Milk Producers
(collectively the “Coalition”). The second petition was
received from Western United Dairymen (WUD). The two
petitions propose changes to the whey valuation in the
Class 4b pricing formula. The hearing will consider the
Coalition and WUD proposed changes to the whey factor in
the Class 4b pricing formula and any other whey valuation
changes that are raised by alternative proposals received in
the time and format specified.

Following the call of the hearing, the Department received
a request from California Dairies Inc. to expand the call of
the hearing to include the Class 4a pricing formula. The
Department denied this request, therefore, the May 31 and
June 1, 2012 hearing will only consider changes to the whey
factor in the Class 4b pricing formula.

All interested parties are entitled to submit alternative
proposals detailing alternative adjustments in the whey
valuation of the Class 4b pricing formula. Alternative
proposals must be signed by a responsible party and
received by the Department’s Dairy Marketing Branch no
later than 4:00 p.m. on May 1, 2012. The Dairy Marketing
Branch’s office location is the 2800 Gateway Oaks

Drive, Sacramento, CA 95833. The Department strongly
encourages all alternative proposals to be sent electronically
via email to dairy@cdfa.ca.gov or faxed to (916) 900-5341.
Alternative proposals may be mailed to Hearing Officer, c/o
CDFA Dairy Marketing Branch, 1220 N Street, Sacramento,

CA 95814, but five (5) business days in addition to normal
mailing times should be allotted if mailed.

Interested parties who wish to introduce testimony and/
or exhibits shall provide the Hearing Officer at the hearing
seven (7) copies of such documents for the official record,
as well as one copy for the court reporter. From the time
that a pre-hearing workshop is held until the issuance of
a final decision in a proceeding, Department employees
involved in the decision-making process are prohibited
from discussing the merits of the hearing issues with any
person having an interest in the proceeding.

A public workshop will be held on Tuesday, May 15,2012 in
the Department Auditorium, 1220 N Street, Sacramento, CA
95814 beginning at 9:00 a.m. At this workshop, interested
persons can review and discuss all proposals submitted
with Department staff and other interested parties. The
Department will supply background and limited analysis
of the petitions and only those alternative proposals
submitted by the May 1st deadline. The workshop will be
informal and educational in nature. Discussion during the
workshop will not be part of the official hearing record and
shall not be considered in rendering a decision.

The Department’s entire hearing exhibit for this hearing will
be available for public inspection at the Dairy Marketing
Branch office on May 24, 2012.

A copy of the petitions can be obtained by accessing the
Department’s web site at www.cdfa.ca.gov/dairy or by
contacting the Dairy Marketing Branch at (916) 900-5014.
The website information can be accessed from the dairy
home page, by clicking on Hearing Matrix, then go to
Current Hearings; and click on Class 4b Whey Valuation
Hearing - May 31 and June 1, 2012.

If any interested party has questions regarding the call of
this hearing please contact Hyrum Eastman or Candace
Gates at (916) 900-5014.

All interested persons are invited to attend and participate
in both the public workshop and the hearing. Interested
parties are encouraged to present any data or information
that is relevant to the consideration of the issues raised in
the call of this hearing.



California Minimum Class Prices

Hundredweight Prices

Class February March April
1 No. Calif. $18.52 $17.60 $17.21
So. Calif $18.79 $17.87 $17.48
2 No. Calif. $16.81 $16.81 N/A
So. Calif. $17.04 $17.04 N/A
3 $16.76 $16.76 N/A
4a $15.51 N/A N/A
4b $13.42 N/A N/A
California Pool Prices
Pool Price December January February
Quota $17.80 $17.25 $16.29
Overbase $16.10 $15.55 $14.59
Quota Transfer Summary
Quota Transfers January  February  March
Number of Sellers 6 5 6
Pounds of SNF Quota
Transferred 5,681 4,603 8,598
Average Price Per
Pound of SNF Quota $456 $474 $477

Federal Order Minimum Class Prices

Hundredweight Prices

Class | January February  March
Phoenix, Arizona $21.15 $19.38 $18.65
Portland, Oregon $20.70 $18.93 $18.20
Boston (Northeast) $22.05 $20.28 $19.55
Class Il $17.05 $16.06 $15.72

USDA Milk-Feed Price Ratio

USDA reports that the milk-feed price ratio for February
2012 was 1.58 (down from 1.72 in January 2012). The
current ratio of 1.58 means that a dairy producer can buy
1.58 pounds of feed for every pound of milk sold. The
prices used to calculate the February 2012 milk-feed
price ratio: corn was $6.16/bushel; baled alfalfa hay was
$198/ton; soybeans were $12.30/bushel; all-milk price
$17.90/cwt. (down $1.10/cwt. from January 2012).

Prices used to calculate the milk-feed price ratio are based on U.S.
prices and don't necessarily reflect California prices.

USDA Dairy Cow Culling Activity (Weekly)

Week Region 9' | U.S.Dairy | West Region ?
Ending Dairy Cows Cows Price Range
Head $lcwt.
02/03/12 17,900 63,400 $61-$64
02/10/12 18,700 64,100 $64-$73
02/17/12 17,400 60,500 N/A
02/24/12 17,100 61,100 $64-$75
03/02/12 16,600 61,200 $61-$65
03/09/12 19,400 67,000 $60-$74

T Region 9 includes AZ, CA, Hl and NV
2 West region includes AZ, NV, UT, CA, ID, OR and WA

Source: USDA Market News: Report LM_CT168 and SJ_LS714

Milk Mailbox Prices in Dollars per Hundredweight

June’ll July August September October November December
California $19.80 $19.67 $19.85 $18.61 $17.89 $18.64 $17.09
USDA? $20.88 $21.74 $22.25 $21.39 $20.10 $20.59 $20.05

1 California mailbox price calculated by CDFA.
2 All federal milk market order weighted average, as calculated by USDA.

Milk Mailbox Prices for December 2011
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In December 2011, mailbox milk prices
for selected reporting areas in Federal
milk orders averaged $20.05 per cwt.,
down $0.54 from the previous month’s
revised average, and up $1.83 from
December 2010. The component

tests of producer milk in December
2011 were: butterfat, 3.82%; protein,
3.18%; and other solids, 5.74%. On an
individual reporting area basis, mailbox
prices increased in the Ohio area, and
decreased in the other 18 areas when
compared to the previous month.
Mailbox prices in December 2011
ranged from $23.05 in Florida to $18.03
in New Mexico.
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California Milk Production
Average Daily Basis: 2010, 2011, 2012
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February 2012 Milk Production includes 29 days.

USDA Commercial Cold Storage Report

Butter Total Cheese Nonfat Dry Milk

Month 2011 | 2012 | 2011 | 2012 | 2011 | 2012
In Million Pounds

January 119 170 638 612 98 159
February 139 205 620 606 124 --
March 144 611 124
April 142 621 150
May 170 622 166
June 190 618 190
July 188 647 193
August 166 643 167
September 151 633 151
October 130 615 144
November 94 584 146
December 105 601 165

Source: USDA, Farm Services Agency, NASS Cold Storage and Dairy Products.
(As published in the Dairy Market News)

National Dairy Situation and
Outlook - USDA Estimates

Milk Production

Monthly: USDA estimates overall milk production across
the U.S. was up by 8.0% in February 2012, compared

to February 2011. USDA reports that California milk
production increased 10.9% compared to February 2011
(on 28,000 more cows and 165 more pounds of milk per
cow). Among other western states, compared to February
2011, Arizona was up 11.9%; New Mexico was up 8.7%;
and Washington was up 9.0%. None of the top 10 states
reported a production decrease. The largest increase was
reported by Utah at 12.4% growth in milk production (on
5,000 more cows and 100 more pounds of milk per cow).

For the U.S. overall, comparing

February 2012 to February 2011:

« The number of cows on farms was 9.250 million head, up
87,000 head

« Production per cow averaged 1,760 pounds, 115 pounds
more than February 2011

« None of the top twenty-three milk producing states
showed a decrease in milk production

Utility Cow Prices

Comparing the fourth quarter of 2011 to the third quarter
of 2011, average U.S. utility cow prices were down $2.57/
cwt. to a national average of $63.54/cwt. USDA projects
that utility cow prices will average $74-75/cwt. in the first
quarter of 2012.

Top Ten Milk Production States - Feb. 2012

(Percent Change from Same Month/Previous Year)

1. California +10.9% 6.Texas +9.4%
2. Wisconsin +8.2% 7. Minnesota +5.6%
3. New York +6.8% 8. Michigan +9.5%
4. |daho +7.9% 9. New Mexico +8.7%
5.Pennsylvania +3.5% 10. Washington ~ +9.0%

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

Alfalfa Hay Monthly Weighted Average Prices

Both F.O.B. and Delivered Prices Displayed - Week Ending March 2, 2012-March 23,2012

Region 3: San Joaquin, Calaveras, Stanislaus,
Tuolumne, Mono, Merced, and Mariposa.

Region 4: Madera, Fresno, Kings, Tulare,
and Inyo.

Region 5: Kern, Northeast Los Angeles, and
Western San Bernardino.

Region 6: Eastern San Bernardino, Riverside,
and Imperial.

FOB Low/High | Average| |FOB Low/High | Average| |FOB Low/High | Average| |FOB Low/High | Average
Supreme N/A N/A Supreme N/A N/A Supreme N/A N/A Supreme $260/$260 $260
Premium | $270/$310 $288 Premium | $300/$300 $300 Premium | $290/$305 $298 Premium | $250/$290 $262
Good $240/$250 $265 Good N/A N/A Good $280/$280 $280 Good $240/$265 $248
Fair $250/$275 $260 Fair $250/$250 $250 Fair N/A N/A Fair $235/$245 $240
Delivered | Low/High |Average| [Delivered | Low/High |Average| [Delivered | Low/High |Average| |Delivered | Low/High | Average
Supreme | $320/$320 $320 Supreme | $315/$315 $315 Supreme | $325/$325 $325 Supreme | $330/$330 $330
Premium | $295/$320 $306 Premium | $305/$310 $308 Premium | $305/$305 $305 Premium | $310/$320 $318
Good $285/$310 $297 Good $305/$310 $307 Good $300/$300 $300 Good $280/$300 $296
Fair $265/$285 $276 Fair $250/$250 $250 Fair N/A N/A Fair N/A N/A

Source: USDA CO Dept. of Ag Market News, Service, Greeley, CO, (970) 353-9750, www.ams.usda.gov/mnreports/ML_GR311.txt
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California Milk Production Cost Comparison, by Region
4" Quarter and Yearly Average, 2010-2011

North North South Southern Statewide
Coast Valley Valley California Weighted Average
Quarter 2010 | 2011 2010 | 2011 2010 | 2011 2010 | 2011 2010 | 2011

Dollars per Hundredweight

4th Quarter
Total Costs $19.15 $22.94 | $14.83 $17.02 $14.71 $16.84 | $14.06 $16.60 | $14.81 $17.02
Total Costs & Allowances* $21.00 $24.89 $16.33 $18.54 | $16.24 $18.45 $15.65 $18.24 | $16.34 $18.60
Yearly Average (All Twelve Months)
Total Costs $17.80 | $20.41 $13.86 $15.74 | $13.57 $15.71 $12.88 $15.67 $13.70 $15.79
Total Costs & Allowances* $19.60 $22.33 $15.32 $17.31 $15.07 $17.34 | $14.48 $17.36 $15.19 $17.40

* Includes an allowance for management and a return on investment
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