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2012-2013 Dairy Council Assessment Rates Established

The Dairy Council of California has recommended and the Department of Food and Agriculture has approved
assessment rates for the Council’'s 2012-2013 fiscal year (July 1, 2012, through June 30, 2013). The rates
are presented below. These rates are the same as last year’s rates.

2012-2013 Dairy Council Assessment Rates ‘
(applicable to both producers and handlers)

Class 1 Milk one and fifty hundredths cents ($0.015) per cwt.
Milk For All Other Classes sixty hundredths cents ($0.006) per cwt.

The Dairy Council uses the funds generated from these assessments to carry out its mission of stimulating
demand for milk by demonstrating the role of dairy products as essential elements in a healthy diet.

As in the past, handlers will continue to be responsible for remitting both the handler and producer
assessments to the Department. Handlers shall pay the handler assessments for milk utilized in the plant of
the handler. The producer assessments shall be collected by the first handler of milk produced in California
by deducting any such assessments from any payment due the producer of such milk.

Please call Dennis Manderfield of the CDFA Marketing Branch at (916) 900-5018 if you have any questions

about these assessment rates. If you have questions regarding the activities of the Dairy Council, please call
Tammy Anderson-Wise, CEO of the Dairy Council, at (916) 263-3560.

Milk Mailbox Prices in Dollars per Hundredweight

October 11 November  December January’'12 February March April
California $17.89 $18.64 $17.09 $16.36 $15.22 $14.99 $14.59
USDA? $20.10 $20.59 $20.05 $19.30 $17.92 $17.24 $16.87

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

Milk Mailbox Prices for April 2012

In April 2012, mailbox milk prices for
selected reporting areas in Federal milk
orders averaged $16.87 per cwt., down
$0.37 from the previous month’s average,
and down $2.79 from April 2011.The
component tests of producer milk in
April 2012 were: butterfat, 3.68%; protein,
3.09%; and other solids, 5.77%. On an
individual reporting area basis, mailbox
prices decreased in all areas compared

to the previous month. Mailbox prices in
April 2012 ranged from $18.71 in Florida
to $14.67 in New Mexico.

Northwest
States

New Mexico
$14.67

Western
Texas

$15.51



A Letter from Secretary Ross

Dear Dairy Industry Stakeholders,

Recent years have presented challenging times for dairy farmers and their families. Although 2010 and early 2011 brought
improved markets and prices for milk and dairy products, many dairy operations are still struggling to recapture lost equity
as a result of the 2009 economic downturn. As Secretary, | am determined to help maintain California's dairy heritage as the
state's most valuable agricultural commodity and the country's top dairy producer. Working together, | have great faith that
dairy farmers, cooperatives, processors and CDFA can position this industry as the leader in innovation - offering an array of
product choices to meet consumer demand here and around the world.

We rely on these products for good nutrition and healthy lifestyles for our citizens-especially our children-and for their
substantial economic impact locally and statewide. Additionally, dairy farmers ' commitment to responsible stewardship on
their land is a critical piece in the ongoing drive for sustainability.

When considering the recent whey factor petitions brought forth by producers and processors, the Department's dairy
experts and economists thoroughly evaluated the petitions and supporting information and made a recommendation
to leave the whey factor unchanged. | appreciate the many hours of analysis and research behind the recommendation.
Normally, | would be inclined to accept the recommendation of these experts.

However, feed costs, which were already high, have been exacerbated by a drought that is gripping vast parts of this country,
causing crop failures and driving up grain and hay prices. In just the last few weeks, the official USDA crop estimates have
been revised significantly downward. The uncertain situation facing many dairy families who must buy feed in the open
market is of great concern to me.

Therefore, | believe it is necessary to make an alteration to the whey factor formula. Effective August 1, 2012, the Department
will increase the cap on the whey factor value in the Class 4b formula from $0.65/cwt. to $0.75/cwt., while maintaining the
current floor of $0.25/cwt. For each five cent 'step' in the dry whey commodity price, the corresponding whey factor will
increase in $0.0625/cwt. increments.

The effect of the new sliding scale is an increase in the Class 4b price of approximately $0.10/cwt. when the dry whey
commodity market is at the upper end of the new scale. More information about this change may be found at:
http:/ /cdfa.ca. gov/ dairy/uploader/postings/hearings/

| recognize that processors have financial challenges of their own and that this action will increase their costs. But | believe
this is an essential step to maintain the crucial balance between processors and producers while ensuring consumers have an
affordable supply of milk. As always, our economists will diligently monitor financial conditions and they stand ready to make
additional recommendations for change as necessary.

Clearly, this is a smaller adjustment than requested by the petitioners, but to increase it more at this time would likely have a
negative impact on other segments of the industry. Additionally, | feel the solution sought by producers in requesting a more
significant increase in the whey factor is just a small piece of a much larger issue - the overall pricing structure for California
milk and dairy products. We must attack this larger and longer term issue; we can no longer nibble around the edges or push
the discussion off.

With that in mind, | am creating the California Dairy Future Task Force, which will be charged with developing
recommendations for structural changes to our dairy pricing formula as well as other milk marketing regulations to establish
a more stable foundation to provide a bright future for California dairy families and processors. It is imperative that we all
work together - processors, producers, cooperatives and the Department - to evaluate and resolve the critical issues facing
the dairy industry. We must work as one and not in factions. More information about the Task Force will be announced in the
near future.

My profound thanks to the dairy industry for all it does to provide a spectacular bounty of milk and dairy products to

California, the nation and the world.
Sincerely,
e fras

Karen Ross
Secretary
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National Dairy Situation and
Outlook - USDA Estimates

Milk Production

Monthly: USDA estimates overall milk production across
the U.S. was up by 0.9% in June 2012, compared to June
2011. USDA reports that California milk production
increased 0.3% compared to June 2011 (on 14,000 more
cows and 10 less pounds of milk per cow). Among other
western states, compared to June 2011, Arizona was

up 2.7%; New Mexico was down 1.9%; and Washington
showed no change. Four of the top 10 states reported a
production decrease. The largest increase was reported
by Colorado at 5.5% growth in milk production (on 6,000
more cows and 20 more pounds of milk per cow).

For the U.S. overall, comparing

June 2012 to June 2011:

« The number of cows on farms was 9.241 million head, up
45,000 head

« Production per cow averaged 1,804 pounds, 8 pounds
more than June 2011

USDA Commercial Cold Storage Report

- Five of the top twenty-three milk producing states

showed a decrease in milk production

Butter American Cheese | Nonfat Dry Milk

Month 2011 | 2012 | 2011 | 2012 2011 | 2012 Utility Cow Prices

In Million Pounds Comparing the second quarter of 2012 to the first quar-
January 119 170 638 612 98 159 ter of 2012, average U.S. utility cow prices were up $6.94/
February 139 205 620 608 124 196 cwt. to a national average of $83.51/cwt. USDA projects
March 144 211 611 622 124 210 that utility cow prices will average $78-82/cwt. in the third
April 142 | 254 | 621 632 150 | 227 quarter of 2012,
May 170 264 623 623 166 215
June 190 243 618 630 190 - . .
July 188 647 193 Top Ten Milk Production States - June 2012
August 166 643 167 (Percent Change from Same Month/Previous Year)
September | 151 633 151 1.California  +0.3% 6. Texas -2.2%
October 130 615 144 2.Wisconsin  +2.5% 7. Minnesota -0.3%
November 94 584 146 3.Idaho +1.5% 8. Michigan +3.6%
December 105 601 165 4. New York +1.4% 9.New Mexico  -1.9%

5.Pennsylvania -1.9% 10. Washington ~ +0.0%

Source: USDA, Farm Services Agency, NASS Cold Storage and Dairy Products.

(As published in the Dairy Market News)

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

Alfalfa Hay Monthly Weighted Average Prices- Delivered

Week Ending June 29,2012 July 6,2012 July 13,2012 July 20,2012
Delivered Tons ‘ Price Range Tons ‘ Price Range Tons ‘ Price Range Tons ‘ Price Range
Tulare, Hanford Areas
Supreme 2,625 $265/$275 1,150 $262-$275 5,425 $261/$280 2,850 $268/$285
Premium 2,823 $245/$260 1,200 $250-$265 2,475 $248/$263 1,915 $245/$263
Good 7,587 $220/$245 1,500 $220-$245 5,567 $220/$245 9,007 $220/$240
Fair 8,825 $200/$215 9,350 $200-$210 8,330 $200/$210 6,497 $205/$220
Escalon, Modesto,
Turlock Areas
Supreme 5,075 $265/$276 5,970 $260-$275 3,882 $260/$275 4,717 $260/$275
Premium 3,525 $248/$258 4,800 $245-5260 4,040 $245/$265 2,800 $248/$262
Good 800 $235/$240 1,025 $220/$235 1,500 $220/$235 3,750 $220/$240
Fair 625 $205/$215 750 $195/$215 1,800 $195/$210 3,600 $200/$210

Source: The Hoyt Report, Inc.
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California Minimum Class Prices

Hundredweight Prices

Class June July Aug

1 No. Calif. ~ $16.81 $17.60 $18.01
So. Calif $17.08 $17.87 $18.28

2 No. Calif. $14.51 $14.51 N/A
So. Calif. $14.74 $14.74 N/A

3 $14.46 $14.46 N/A

4a $13.17 N/A N/A

4b $14.65 N/A N/A

California Pool Prices

Pool Price April May June

Quota $15.80  $15.35 $15.67

Overbase $14.10  $13.65 $13.97

USDA Dairy Cow Culling Activity (Weekly)

Week Region9' | U.S.Dairy | West Region ?
Ending Dairy Cows Cows Price Range
Head $/cwt.

06/01/12 15,100 49,900 $66-$74
06/08/12 13,200 55,200 $62-$83
06/15/12 14,000 53,600 $70-$77
06/22/12 13,900 52,000 $68-$71
06/29/12 13,400 52,700 $69-$76
07/06/12 11,800 44,800 -

1 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

V9D ‘Ojusweloes
18 'ON Hwliad
divd
abejsod ‘'s'N
sse|D isdi4

Federal Order Minimum Class Prices

Hundredweight Prices

Class| June July Aug
Phoenix, Arizona $17.59 $17.86 $18.90
Portland, Oregon $17.14 $17.41 $18.45
Boston (Northeast) $18.49 $18.76 $19.80
Class 1l $15.63 N/A N/A

USDA Milk-Feed Price Ratio

USDA reports that the milk-feed price ratio for June 2012
was 1.38 (down from 1.35 in May 2012). The current ratio
of 1.38 means that a dairy producer can buy 1.38 pounds
of feed for every pound of milk sold. The prices used to
calculate the June 2012 milk-feed price ratio: corn was
$6.25/bushel; baled alfalfa hay was $201/ton; soybeans

were $13.70/bushel; all-milk price $16.10/cwt. (down

$0.10/cwt. from May 2012).

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

Quota Transfer Summary
Quota Transfers May June July
Number of Sellers 7 5 6
Pounds of SNF Quota

Transferred 15,468 2,412 11,104

Average Price Per

Pound of SNF Quota $491 $498 $494
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