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USDA Issues Recommended Decision on Amendments
to All Milk Orders

The U. S. Department of Agriculture issued a recommended
decision to amend the Class | fluid milk product definition for all
federal milk m arkeing orders.T he decison wasbased on therecord
of ahearing held June20-23, 2005, in Pittsourgh,Pennsyivania.

Spedifically, the decision recanmends maintaining the current6 5
percentnonfat milk solidscriteriaand incorporating an equiva ent
2.25 percent trueprotein criteriain determining if a product meets the
fluidmilk product definition. It also proposesto darify how milk and
milk-derived ingredientsshould be priced under all orders.

UDA isaso proposing that, regardlessof packaging, “ drinkable”
yogurt products containing at least 20 percent yogurt, keifir and
products designed to be meal replacements be exempted fran the
fluidmilk product definition.

T herecanmended decision waspublished inthe May 17" Federal
Register. Public comments are due July 17, 2006 and should be sent
to the Hearing Clerk, Stop 9200,Room 1031, U.S. Department of
Agriculture, 1400 IndependenceAve, SW., Washington,D.C. 20250-
9200. Canments may aso besubmitted at the Federal E-Ruemaking
portal: http://www.regulations.gov or through e-mail to
amgdairycomments@usda.gov.

For additiond information about thedecision, contact this office.

April Milk Production Up 3.7 Percent

Milk productioninthe23 major Statesduring April totaled 14.2
billion pounds, up 3.7 percent franm April 2005. March revised
production, at 14.6 billion pounds, wasup 5.6 percent fran March
2005.

TheMarch revison represented an increase of 25 million pounds
or 02 percentfrom last monthspreliminary production edimate.

Production per cowin the 23 major States averaged 1,727 pounds
forApril, 37 poundsaboveApril 2005.

T henumber of milk cowson farmsinthe23 major Stateswas8.24
million head, 124,000 head more than April 2005, and 13,000 head
more than March 2006.

TheMideast Marketing Areahasfour statesrepresented inthe23
major states used above. They are Indiana, Michigan, Ohio, and
Penngylvania. Milk productionin these Mideas statesduring April
totaled 2.2 billion pounds, up 48 million poundsor 2.2 percent fram
April 2005.

Production percow in the Midead states averaged 1,688 pounds

-
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for April, 5 poundsaboveApril 2005.

T henumber of covson farmsinthe Mideag stateswas1.3million
head, 11,000 head morethan April 2005.

The Dairy Outlook

UDA forecass2007 milk production a 183.1 billion pounds up
from 182 hillion pounds projected for 2006. Production in 2006 is
expectedtobe2.8 percent higher than 2005’ soutturn .Production will
risebecauseboth cow population and output per animal are ex pected
to continuetoriseinboth 2006 and 2007.

A declinein cow humbers is notex pected until the sscond half of
2007 and then thedeclinewill be ascant 0.3percent. Quarterlymilk
output per caw is expected to continue a modest upward m ovem et
based on quarter to-quarter comparisons T hemilk feed priceratiois
pegged between 2.5 and 3.0. Thisshould sgnaltheend of expansion
butisnotlow enoughtotriggeramajor liquidation. Cownumberswill
likely expand through the second quarter of 2006, hold geady in the
third quarter, and then begin adeclinethat will continuethrough 2007.
T heddayis predicated on the notion thatmog producers maketh eir
“keep or cull” dedsionsin the late summer. L ower year-over-year
heifer prices this spring may indicate a weakening demand for
replacementsand coul dlead to morecullingby summer’ send. Expected
higher feed pricesin theupcoming crop yearand continued declines
inmilk pricesthroughout 2006 coul d providean incentveforsmaller
operatorsto exit. How ever, exit decisionswill likely beddayed until
laterin the season when Milk IncomeL ossC ontract Program payments
are assured.

(continued on Page 3)

May 2006 - Pool Summary
Classification of Producer Milk
Percent
Class | 559,179,397 354
Class I 245,916,484 15.6
Class IlI 645,934,702 409
Class IV 126,885,300 8.1
Total 1,577915,883 100.0
Producer Prices
Producer Price Differential $0.82 /cwt
Butterfat Price 1.2582 /1b
Protein Price 19115 /1b
Other Solids Price 0.1251 /1b
Somatic Cdl Adjustment Rate 0.00058 /cwt
Statistical Uniform Price 11.65 /cwt
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COMPUTATION OF PRODUCER PRICE DIFFERENTIAL

XKIM / NONFAT OTHER

POUNDS BUTTERFAT PROTEIN OLIDS OLIDS PRICE VALUE

Class | Skim Value 549,015,030 $890 /cwt$ 48,862,337.68
Class | Butterfat 10,164,367 12531/ 1b 12,736,968.26
Class | Location Differential 559,179,397 (264,63485)
Class Il NF Value 20,711,000 07711/ 1b  15,970,252.10
Class Il Butterfat 16,759,796 12652 / Ib  21,204,493.90
Class Il Protein V due 19,410,673 19115/ 1b  37,103,501.45
Class Il Other Solids Value 37,149,506 0.1251 / Ib 4,647,403.18
Class Il Butterfat 21,644,067 12582/ 1b 27,232,565.12
Class IV SNFVaue 10,639,109 0.6819 / Ib 7,254,808.43
Class IV Butterfat 8923931 12582/ 1b  11,228,090.02
Somatic Cdl Value Il /111 / 1V 579791.81
TOTAL PRODUCER MILK VALUE 1,577915883 57,492,161 47,176,656 90,371,852 $ 186,555,57710
Overages $ 29183.86
Beginning Inventory and OS Charges 49,900.87
TOTAL ADJUSTMENTS $ 79084.73
TOTAL HANDLER OBLIGATIONS $ 186,634,66183
Total Protein Value 47,176,656 |bs @ $19115 $ (90,178,177.96)
Total Other Solids Value 90,371,852 Ibs @ 01251 (11,305,518.67)
Butterfat Value 57,492,161 lbs @ 12582 (72,336,636.96)
Total Somatic Cdl Vaues (878,27250)
TOTALS $ 11936,05574
Net Producer Locaion Adjustments $ 1,029312.14
1/2 Unobligated Balance Producer Settlem et Fund 743000.00
Total - Divided by Total Pounds 1,577915,883 Ibs 0.8687642 $ 13708,36788
Rate of Cash Reserve (0.0487642) (769,45806)
PRODUCER PRICE DIFFERENTIAL at Cuyahoga County, OH* 1,577915883 $ 0.82 cwt $ 12938,90982

COMPONENT PRICES

COMPUTATION OF UNIFORM PRICE

May May
2006 2005 2006 2005
Butterfat Price $12582 /1Ib $15475 /b Class Il Price - 3.5% BF $1083 $1377
Protein Price 19115 /1b 25965 /1b Producer Price Differential* 0.82 0.63
Other Solids Price 01251 /1lb 01043 /b Statistical Uniform Price $1165 $1440
Somatic Cdl Adjusment Rate 0.00058 / cwt 0.00074 / cwt
Nonfat Solids Price 06819 /1b 07810 /1b
CLASS PRICES CLASSIFICATION OF PRODUCER MILK
May May
2006 2005 2006 2005
Class I* $1297 $1680 Product Ibs. Product lbs.
Class Il 11.13 12.78 Class | 559,179,397 527,061,182
Class Il 10.83 13.77 Class Il 245,916,484 272,638,676
Class IV 10.33 12.20 Class Il 645,934,702 816,608,117
Class IV 126,885,300 128,314,763
* Subject to Locgtion Adjustment. Total 1,577915883 1,744622,738

ORDER 33 MARKET SUMMARY

T he Producer Price Differential for the Mideast Marketing Area for May
2006 was$0.82 and the Statistical Uniform Price was$11.65 for the month.
T he Statistical Uniform Price is $0.10 lower than last month, and is $2.75
lower than May 2005.

The Producer B utterfat Price of $1.2582 per pound increased 2.39 cents
fran April 2006 and is down 2893 cents from ayear ago. T he Protein Price
of $ 1.9115 isdown 1.23 cents fran lastmonth and isdown 6850 cents fram
May 2005. T heOther SolidsPrice in May was$0.1251 perpound, a decrease
fram last month’s price of $0.1508 and an increase of 2.08 cents fram last
May. The Somatic C el Adjustment rate for May was $0.00058.

May producer receipts of 1.58 billion poundswere 4.3 percent higher than
April 2006, and 9.6 percent low er han May 2005 production of 1.74 bilion
pounds. Producer milk alocated to Class | accounted for 35.4 percent of the
total producer milk in May 2006, more than the 34.2 percent in A pril 2006
and more than the 302 percentin May 2005. A total of 8629 producerswere
pooled on the Mideas Order compared to 9757 producers pooled in May
2005.

T he market average content of producer milk w as as folows: B utterfat
3.64%; Protein 299%; Other Solids 5.73% and N onfat Solids 8.72%.
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Cammercial use on afatbasisis expected to otal 1852 bilion
poundsin 2006 compared with 179.7in 2005.0n akim solidsbass,
commercialuseisprojected b reach 184.4hillionpounds upfrom 180.7
in2005. A strong domesticmacroeconomicoutl ook and subgantially
low e pricesin 2006 forcheese, butter, and nonfat drymilk (NDM) are
thebadsfor a strongerdemand outl ook forthe season. Canmercial use
forNDM will likely besupported by exportsof NDM. R obust demand
in A da,aweaker U.S. dollar, low e U.S. prices, and continued tight
exporter supplies form the bads foran optimistic forecast.

T hededineinthedl milk pricethatbegan inearly 2005will continue
thisyear. T hed| milk priceisex pected to averagebetween $12.35and
$12.85acwtfor2006, down from $15.14in2005. Pricesforcheese, butter
and NDM arealso expected to declinein 2006. Pricesfor ClassIV milk
will mirror theexpected declinein butterand NDM prices. Class IV
priceswill likely average between $10.45 and $11.05in 2006 compared
with an averageof$12.87in2005. Although offset by dightly higher
whey prices |ow ercheesepricesareexpected o resultin the Class 111
priceaveraging $11.25-$11.75 percwt compared with $14.05in 2005.
SOURCE: “Livestock, Dairy, and Poultry Outlook”, LDP-M-143, May 18,

2006, Economic Research Service, USDA. For more information, contact
Roge Hoskin, (202) 694-5148.

March 2006 Mideast Producers by Size

TheMideas Marketing Areapooled 1.54 billion poundsof milk
from 8,717 producers in March 2006.T his was a decrease of 120.0
million poundsof milk and 1,050 producers compared toMarch 2005.
In March 2006, therewere5,797 producersthat pool ed 120,000 pounds
or less of milk during the month. T hese producers pooled a total of
312.3millionpoundsfor themonth. T hiswasadecrease of46.3million
poundsand 738 producers fran the previousyear. Pooled milk fran
thel,677producarsinthe120,001-250,000 pound per month production
rangetotal ed 285.3millionpounds. T hiswasadecreaseof35.8million
poundsand 214 producersfran March 2005. Milk pooled fromthe718
producerswith250,001-500,000 poundsequa ed 245.3million pounds
representing adecrease of 20.4million poundsand 69 producersfran
ayearago. Pooled milkfram producersinthe500,001-1000000 range
was220.8million poundsfrom 301 producers. T his wasdown 21.7
millionpoundsand 21 producersfran March 2005. Pooled milk fran
the224 producerswithm arethan 1 million poundsper month wasup
4.2million poundsbut down 8 producers from ayearago.

JUNE 2006
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Weighted Averages - Butterfat, Protein, Other Solids, Somatic Cell Count by State
Federal Order No. 33
April 2006 April 2005
----- Weighted Averages——- -----Weighted Averages--—
Num ber of  Pounds of Other C Pounds of Other SCC
State Producers  Milk (000) Butterfat Protein Solids (000) Milk (000) Butterfat Protein  Solids (000)
Michigan 2156 521873 3.63 2.99 5.74 237 507939 3.60 2.99 5.73 243
Ohio 2402 347991 3.74 3.02 5.72 269 355412 3.67 3.03 5.70 275
Wisconsn 1060 183886 3.70 3.01 5.74 260 132819 3.66 2.98 5.76 243
Indiana 1163 158497 3.72 3.01 5.74 276 172350 3.67 3.00 5.74 258
Newv Y ok 432 146,701 3.68 2.99 5.73 211 146263 3.62 2.96 5.68 218
Penngylvania 1295 125195 3.79 3.03 5.73 312 117015 3.75 3.04 5.69 336
Illinois 17 8936 3.38 3.05 5.79 240 17235 3.46 2.96 5.78 240
West Virginia 66 5704 3.82 3.12 5.72 347 6135 371 3.10 5.70 393
Other 121 14631 3.72 3.03 5.73 348 13573 3.63 2.98 5.74 276
Taal/Average * 8712 1513415 3.69 3.01 5.73 256 1468740 3.64 3.00 5.72 258
* Totals may not add due to rounding. Data provided on a one month deay bass.
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FEDERAL ORDER DATA

MAY 2006
Producer Milk Class | Producer Statistical
Marketing Area ¥ Taal Class | Percent Price Differentia Uniform Price
(000) (000) %
FO1 Northeas - (Boston) 2,070,616 895,222 43.2 $1.78 $12.61
FO 5 Appdachian - (Charlotte) 586,346 354,986 60.5 2l 13.05
FO 6 Forida - (Tampa) 270,994 217,964 80.4 2l 14.28
FO7 Southeast - (Atlanta) 727,331 396,220 54.4 2l 12.90
FO 30 Uppe Midwest - (Chicago) 2,269,145 383,872 16.9 0.38 11.21
FO 32 Centra - (Kansas City) 1,399,814 361,243 25.8 0.59 11.42
FO 33 Mideast - (Cleveland) 1,577,916 559,179 35.4 0.82 11.65
FO 124 Pacific N orhw est- (Seattle) 717,385 193,949 27.0 0.47 11.30
FO 126 Southwest - (Dallas) 1,083,401 365,197 337 1.43 12.26
FO 131 Arizonal asVegas- (Phoenix) 325,445 111,550 34.3 2l 11.62

Y Names in parentheses are principa points of markets.
? Producers in these markets are paid on the bass of a uniform skim and butterfat price.

MINIMUM PARTIAL PAYMENT PRICE FOR JUNE 2006 .........cccocveneiennienrienren s $10.33/cwt.
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