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MILK PRODUCTION JUMPS

April-June milk production grew 3 percent from ayear earlier, following
anincrease of morethan 2 percent inthefirst quarter. Milk per cow recovered
substantially from the 2001 dlips but did not completely reach its longrun
trend. Compared withtypical changes, first-half strengthin milk production
owed as much to milk cow numbersasit did to vigorous milk per cow. And,
some of theincreasesin milk cow numbers came in unusual places.

First-half milk production grew rapidly inthe western regions. Increased
cow numbers were the primary factor as milk per cow returned to only
about 2000 levels. Heifer supplies, hay prices, and increased restrictionson
new dairy farms in some areas continue to slow industry development in
the West, but pent-up expansion pressures from therelatively strong returns
of earlier years kept cow numbers rising. Milk production recovered
considerably in the Northeast and quite modestly in the Southern Plains
and Appalachian regions. Meanwhile, output continued to decrease in the
remaining southern regions and the L ake States, mostly the result of dairy
farm exits.

States posting gains of 5 percent or morein first-half milk production fit
into three categories. New Mexico, Idaho, and Californiaarelong-expanding
states where such large increases are not unusual, particularly when
expansion had been somewhat stifled. In Arizona, New York, and Ohio,
milk production simply bounced back after being quite weak ayear earlier.
Lastly, Oregon, Kansas, and Colorado (statesthat generally have had stable
or declining long-run milk production) have joined the ranks of stateswith
large increases in milk cow numbers and milk production.

Weather, irregular forage quality, and continuing adjustments to
accommodate tight supplies of replacement heifers have combined to limit
the recovery in milk per cow. If feed grain and oilseed crops continue to
deteriorate, low milk-feed price ratios may join thelist of hindrancesto full
recovery in milk per cow. Ratios during the second half of 2002 and 2003
are currently projected to stay at levels associated with bel ow-trend growth
in milk per cow.

4 Calculation of MILC Payment Rate* )
Boston MILC

Month Base Price Class| Price Difference Payment Rate

---------------------- per hundredweight-------==-=======-----

December 2001 $16.94 $15.23 $1.71 $0.77
January 2002 16.94 15.21 1.73 0.78
February 16.94 15.20 1.74 0.78
March 16.94 14.87 2.07 0.93
April 16.94 14.72 2.22 1.00
May 16.94 14.51 243 1.09
June 16.94 14.28 2.66 1.20
July 16.94 13.87 3.07 1.38
August 16.94 13.73 321 1.44
September 16.94 13.71 3.23 1.45

*The MILC Payment Rate is equal to 45% of the difference between the Base
\Price of $16.94 and the Boston Class | Price. /

Toll Free: (888) 751-3220

USDA ANNOUNCES TENTATIVE FINAL DECISION
TO AMEND PACIFIC NORTHWEST MILK
MARKETING ORDER

The U.S. Department of Agriculture announced atentative final decision
to amend the pooling provisions of the Pacific Northwest Federal milk
marketing order. Thisdecision is based on testimony and evidence given at
apublic hearing held December 4-5, 2001, in Seattle, Washington.

This decision adopts amendments to the pool plant and producer milk
provisions. The tentative final decision was published in the September 6
Federal Register. Further details are available at www.fmmaseattle.com .

JULY MILK PRODUCTION UP 2.3 PERCENT

Milk production in the 20 major States during July totaled 12.3 hillion
pounds, up 2.3 percent from July 2001. June revised production, at 12.3
billion pounds, was up 2.2 percent from June 2001. The June revision
represented an increase of 0.2 percent or 27 million poundsfrom last month's
preliminary production estimate.

Production per cow in the 20 major States averaged 1,580 pounds for
July, 28 pounds above July 2001.

The number of milk cowson farmsin the 20 major Stateswas 7.79 million
head, 40,000 head more than July 2001, and 7,000 head more than June
2002.

The Mideast Marketing Area has four states represented in the 20 major
states used above. They are Indiana, Michigan, Ohio, and Pennsylvania.
Milk production in these Mideast states during July totaled 1.99 billion
pounds, up 0.4 percent from July 2001.

Production per cow inthe Mideast statesaveraged 1,519 poundsfor July,
26 pounds above July 2001.

The number of cowson farmsinthe Mideast stateswas 1.30 million head,
14,000 head less than July 2001.

AUGUST 2002
POOL SUMMARY
Classification of Producer Milk Percent
Class| 565,655,752 41.6
Class || 227,682,694 16.8
Class |l 529,398,459 38.9
Class IV 36,795,071 2.7
Total 1,359,531,976 100.0
Producer Prices
Producer Price Differential $1.65 /cwt
Butterfat Price 1.0701 /1b
Protein Price 1.9021 /1Ib
Other Solids Price 0.0177 /1b
Somatic Cell Adjustment Rate 0.00056 / cwt
Statistical Uniform Price 11.19 /cwt
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ANNOUNCEMENT OF PRODUCER PRICES
Federal Order No. 33

AUGUST 2002

COMPUTATION OF PRODUCER PRICE DIFFERENTIAL

SKIM / NONFAT OTHER
POUNDS BUTTERFAT PROTEIN SOLIDS SOLIDS ICE VALUE
Class| Skim Value 554,947,157 $8.86 /cwt $49,168,318.11
Class| Butterfat 10,708,595 1.1222/1b 12,017,185.34
Class| Location Differential 565,655,752 (299,669.87)
Class |l SNF Vaue 19,049,444 0.8400/1b 16,001,532.96
Classl| Butterfat 14,583,119 1.0771/1b 15,707,477.48
ClasslI| ProteinValue 15,518,903 1.9021/1b 29,518,505.37
ClasslII Other SolidsValue 30,199,666 0.0177/1b 534,534.07
Classl|| Butterfat 18,192,287 1.0701/1b 19,467,566.32
Class IV SNF Vdue 2,896,924 0.7674/1b 2,223,099.48
Class|V Butterfat 4,375,303 1.0701/1b 4,682,011.72
Somatic Cell Valuell /111 /1V (73,942.16)
TOTAL PRODUCER MILK VALUE 1,359,531,976 47,859,304 39,763,548 77,473,768 $148,946,618.82
Overages $22,186.66
Beginning Inventory (85,538.51)
TOTAL ADJUSTMENTS $ (63,351.85)
TOTALHANDLER OBLIGATIONS $148,883,266.97
Total ProteinValue 39,763,548lbs @ $1.9021 $(75,634,244.67)
Total Other SolidsValue 77,473,768lbs @ 0.0177 (1,371,285.72)
Butterfat Value 47,859,3041bs @ 1.0701 (51,214,241.24)
Total Somatic Cell Values 147,615.88
TOTALS $ 20,811,111.22
Net Producer L ocation Adjustments $ 1,310,591.15
1/2 Unobligated Balance Producer Settlement Fund 952,000.00
Total - Divided by Total Pounds 1,359,531,976 Ibs 1.6971798 $ 23,073,702.37
Rate of Cash Reserve (0.0471798) (641,424.47)
PRODUCER PRICE DIFFERENTIAL at Cuyahoga County, OH* 1,359,531,976 $1.65/cwt $ 22,432,277.90
COMPONENT PRICES COMPUTATION OF UNIFORM PRICE
August August
2002 2001 2002 2001
Butterfat Price $1.0701 /1b $2.2976 /b Classl!I Price - 3.5%BF $9.54 $15.55
ProteinPrice 1.9021 /1b 22188 /1b Producer Price Differential* 1.65 0.99
Other SolidsPrice 0.0177 /b 0.1535 /b Statistical UniformPrice $11.19 $16.54
Somatic Cell Adjustment Rate 0.00056 / cwt 0.00083 / cwt
Nonfat SolidsPrice 0.7674 /b 0.8073 /b
CLASSPRICES CLASSIFICATION OF PRODUCER MILK
August August
2002 2001 2002 2001
Class|* $12.48 $17.40 Product Ibs. Product Ibs.
Classl| 11.07 15.98 Classl 565,655,752 571,871,676
Classll| 9.54 15.55 Classl| 227,682,694 244,461,693
ClassIV 1041 15.06 Classlll 529,398,459 670,750,833
ClassIV 36,795,071 52,525,393
* SubjecttoL ocation Adjustment. Total 1,359,531,976 1,539,609,595

ORDER 33 MARKET SUMMARY

TheProducer PriceDifferential fortheMideast Marketing Areafor
August 2002was$1.65andthe Statistical UniformPricewas$11.19forthe
month. The Statistical Uniform Priceisup $0.34 fromlast month, andis
$5.35lower than August 2001.

TheProducer Butterfat Priceof $1.0701 per pound decreased 2.28 cents
fromJuly 2002 andisdown $1.2275from ayear ago. TheProtein Priceof
$1.9021isup 9.26 centsfrom last month and isdown 31.67 centsfrom
August 2001. TheOther SolidsPricein Augustwas$0.0177 per pound, an
increasefromlast month’ spriceof $0.0150 and adecreaseof 13.58 cents
from last August. The Somatic Cell Adjustment rate for August was
$0.00056.

August producer receiptsof 1.36billionpoundsweredown 4.9 percent
fromJuly 2002, anddecreased 11.7 percent from August 2001 production
of 1.54billionpounds. Producer milk allocatedto Class| accountedfor 41.6
percent of thetotal producer milk in August 2002 abovethe 36.6 percentin
July andthe37.1 percentin August 2001. A total of 10,791 producerswere
pooledintheMideast Order withanaveragedaily delivery of 4,064 pounds
comparedto11,933producerspooledinAugust2001withanaveragedaily
delivery of 4,162 pounds.

Themarket average content of producer milk wasasfollows: Butterfat
3.52%); Protein 2.92%; Other Solids5.70% and Nonfat Solids8.62%.
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DAIRY INVENTORIES UP

Higher milk production along with sluggish sales has
pushed dairy inventories up for the first half of 2002. Milk
production in thetop twenty states hasaveraged 12.4 billion
pounds amonth for the first six months of 2002. Thisis 500
million pounds or a4.1% increase over 2001’ saverage. The
production and inventories of American Cheese, Butter, and
Nonfat Dry Milk reflect the change in demand for these
products.

There were 1.9 bhillion pounds of American cheese
producedinthefirst half of 2002. Thiswasanincreaseof 104
million pounds or 5.8% over the same period in 2001. The
average American cheese produced for this period over the
last five yearsis 1.8 billion pounds.

American cheese inventory of 546 million pounds in
June 2002 is up 24 million pounds from the June 2001
inventory. The inventory average for June in the last five
yearsis 529 million pounds.

Butter produced in the first six months of 2002 equaled
751 million pounds. This was an increase of 94 million
pounds or 14.3% from the first half of 2001. The average
butter produced over the last five years is 680 million
pounds.

Butter in inventory at the end of June was 243 million
pounds. Thiswas up 90 million pounds or 58.8% from June
2001. Theinventory averagefor Juneover thelast fiveyears
is 144 million pounds. Butter disappearance from inventory
will haveto reach 210 million poundsfor thelast half of the
year to maintain the four-year December average of 33
million pounds in inventory.

Nonfat Dry Milk produced for the first half of 2002
totaled 857 million pounds. This was an increase of 84
million pounds or 10.9% over 2001 totals. The average
NFDM production for the last five years is 770 million
pounds.

Nonfat Dry Milk inventory in June was 1.2 hillion
pounds. Thiswas an increase of 285 million pounds or 30.2
percent from June 2001. The average inventory for Junein
the last five yearsis 637 million pounds.
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Weighted Averages - Butterfat, Protein, Other Solids, Somatic Cell Count by State
Federal Order No. 33

July 2002*

Pounds of
Milk (000)

Number of

State Producers Butterfat

Weighted Averages-----

Protein

Other
Solids

scc
(000)

July 2001

Pounds of
Milk (000) Butterfat Protein

Other
Solids

scc
(000)

3.56
3.45
3.55
3.56
3.52
3.55
3.52
3.53
3.50
3.50
3.56

Wisconsin
Michigan
Ohio
Pennsylvania
Indiana

New York
California
Ilinois

West Virginia
Minnesota
Other

2,701
2,416
2,697
1,508
1,208
409
22
110
81

38
101

416,408
363,740
288,222
126,371
101,573
56,620
47,378
13,090
5,904
3,343
7,661
Total/Average 3.53

11,291 1,430,309
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2.93
291
2.88
2.93
2.89
2.98
2.94
2.93

2.90

5.69
5.73
571
5.69
5.72
5.68
5.78
5.72
5.67
5.72
571

328
323
358
405
374
302
305
399
411
494
403

5.71 343

* Totals may not add due to rounding. Data provided on a one month delay basis.

5.73
5.75
571
5.70
5.72
571

327
322
369
414
358
267

410,961 3.54 2.87
473,127 3.48 2.89
320,892 3.55 2.93
132,813 3.59 2.94
145,824 3.53 291
99,862 3.55 2.88
0
13,577
5721
20,021
27,755

3.49
3.50
3.66
3.58

2.89
2.95
2.95
2.95

5.74
5.68
5.74
5.74

377
498
420
404
1,650,553 2.65 262

2.19 4.30
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POSTMASTER: Time Sensitive Material - Deliver Promptly

The United States Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual
orientation, and marital or familial status. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for communication of program information (braille, large
print, audiotape, etc.) should contact the USDA's TARGET Center at (202)720-2600 (voice and TDD).

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Jamie L. Whitten Building, 14th and Independence Avenue SW. Washington, DC 20250-9410 or call (202) 720-
5964 (voice and TDD). USDA is an Equal Opportunity provider and employer.

FEDERAL ORDER DATA
AUGUST 2002

Producer Milk Class| Producer Statistical
Marketing Area 1/ Total Class| Percent Price Differential Uniform Price
(000) (000) %
FO1 Northeast - (Boston) 2,047,898 885,874 433 $2.62 $12.16
FO5 Appalachian - (Charlotte) 529,875 384,242 725 2/ 12.87
FO 6 Florida - (Tampa) 216,985 199,578 92.0 2/ 14.19
FO7 Southeast - (Atlanta) 619,989 417,146 67.3 2/ 12.63
FO30 Upper Midwest - (Chicago) 1,729,724 344,203 19.9 0.66 10.20
FO 32 Centrd - (Kansas City) 1,561,312 421,792 27.0 1.04 10.58
FO33 Mideast - (Cleveland) 1,359,532 565,656 41.6 1.65 11.19
FO 124 Pacific Northwest - (Seattle) 680,411 179,194 26.3 1.12 10.66
FO 126 Southwest - (Dallas) 779,287 350,771 45.0 241 11.95
FO 131 Arizona-Las Vegas - (Phoenix) 224,728 79,992 35.6 2/ 11.04
FO 135 Western - (Salt Lake City) 455,263 97,901 215 0.81 10.35

1/ Namesin parenthesesare principal points of markets.
2/ Producersin these markets are paid on the basis of auniform skim and butterfat price.

MINIMUM PARTIAL PAYMENT PRICE FOR SEPTEMBER 2002 ...........cccoocovninininieininnn. $9.54 /cwt.

Printed on recycled paper.





