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USDA Issuesinterim Final RuleEstablishingaDairy
Product M andatory Reporting Program

TheU. S. Department of Agricultureissued an interimfinal rule
edablishing aDairyProduct MandatoryReporting Programasrequired
by law. TheDairy M aketEnhancement Act of 2000, and certain
provisionsofthe2002 Farm Bill amendtheAgricultural Marketing Act
0f 1946 to edablish theprogram.

Themandatoryreporing programwill providetmey,accurate,
andreliablem ark etinformation tofacilitatemoreinformed marketing
decisionsand promotecompetitionintedairy product manufacturing
indugry. The program will: (1) Require persons engaged in
manufacturing dairy products toreportcertain informationincluding
the price, quantity,and moisture content where applicable, of dairy
products sold by the manufacturer; and (2) Require persons storing
dairy products toreportinformation on hequantity of dairy products
stored. Under theinterimfinal rule, USDA’ sNationa Agricultural
StatisticsService(NASS) will collecttheinformation. Any manufacturer
that processes and markets less than 1 million pounds of dairy
products per year isexempt fran thereporting requirements.

UDA’ sAgricultural Marketing Service (AM S) will implem enta
plan to v erify the priceinformationubmittedtoN A SS. AM Swill visit
butter, nonfat drymilk, cheese and dry w hey manufacturersthat file
reports. AM Swill verify that eligible salestransactionsagree with
information reported o NASS and will check for eligible sales
transactions that were notreported.

T heinterimfinal rulewaspublished on uly 3,2007 intheFederal
Register. Publiccommentsare due 60 daysafter publicationin the
Federal Register. Comments may be filed by visiting
www.regulations.gov. UDA will issue a fina rule once public
comments have been received.

For additiona information about the decision contact: John R.
Mengel, Chief Economist; USDA/AM S/Dairy Programs; 1400
IndependenceAve, SW, STOP-0229; Washington, D C 20250-0229;
Td.(202)720-7091; email: ohn.Mengd @usda.gov.

May Milk Production Up 1.1 Per cent

Milk production in the 23 major Statesduring May totaled 149
billion pounds, up 1.1 percentfrom M ay 2006. April revised producion,
at 14.5 billion pounds wasup 1.7 percentfran A pril 2006. T heApril
revision represented an increase of 14 million poundsor 01 percent
fran lastmonthspreliminary production edimate.

Production percowinte 23 mgor Statesaveraged 1,795 pounds
for May, 13 pounds above May 2006.
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T henumber of milk cowson farms in the23 mgjor Stateswas8.28
million head, 26,000 head more than May 2006, and 3,000 heed more
than April 2007.

TheMideagt Marketing Area has four statesrepresented in the
23 major statesused above. T hey are Indiana, Michigan, Ohio, and
Penngylvania. Milk productionin these Mideas statesduring April
totaled 2.3 billion pounds, up 44 million poundsor 1.9 percent fram
May 2006.

Production percow inthe Midead statesaveraged 1,768 pounds
forMay, 23 poundsaboveApril 2006.

T henumber of cowson farmsinthe Mideagstateswas1.3million
head, 7,000 head morethan May 2006.

TheDairy Outlook
Commercial Useof Milk RisesFaster Than Production
Expansion; Expect Higher Prices

Higher dairy product prices and anticipated moderating feed
pricesappear to beameliorating the expected reductionindairy herd
size.Culingraeshavedeclined, ashigher milk priceshavekeptsome
cowsin the herd despite high feed prices T heherd size isprojected
to be 9.115 million head for 2007, virtualy unchanged from 2006.
Production per cow will likely m oveabovethe 2006 levd to 20,220
pounds. A return to more normal pasture conditionsin m ogof he
country could easealfalfapricesand encouragefeeding, but continued
drought inmog of thesoutheagemn Stateswill continuetoplaguemilk

production in thatregion. (Continued on Page 3)

June 2007
Pool Summary

Classification of Producer Milk

Pounds Percent
Class | 492,901,245 375
Class I 300,019,350 22.9
Class IlI 429,264,540 32.7
Class IV 90,799,897 6.9
Total 1,312985,032 100.0

Producer Prices

Producer Price Differential $(0.26) /cwt

Butterfat Price 1.6457 /1b
Protein Price 3.7059 /Ib
Other Solids Price 0.5831 /b
Somatic Cdl Adjustment Rate 0.00093 /cwt
Statistical Uniform Price 19.91 /cwt
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COMPUTATION OF PRODUCER PRICE DIFFERENTIAL
XKIM / NONFAT OTHER
POUNDS BUTTERFAT PROTEIN OLIDS OLIDS PRICE VALUE
Class | Skim Value 483,840,683 $ 1488 /cwt $ 71995,49363
Class | Butterfat 9060562 1.5666 / Ib 14,194,276.44
Class | Location Differential 492,901,245 (22155243)
Class Il NF Value 25,351,251 15089/ 1b  38,252,502.66
Class Il Butterfat 17,948,782 1.6527 / Ib 29,663,952.04
Class Il Protein V due 12,776,682 37059 / Ib  47,349,105.82
Class Il Other Solids Value 24,523,203 0.5831/ Ib 14,299,479.65
Class Il Butterfat 15,101,869 1.6457 / Ib 24,853,145.79
Class IV SNFVaue 7784891 1.7268 / Ib 13,442,949.79
Class IV Butterfat 4193369 1.6457 / Ib 6,901,027.37
Somatic Cdl Value Il /111 / 1V 555023.85
TOTAL PRODUCER MILK VALUE 1,312985032 46,304,582 38,998,912 74,932,280 $ 261,285,40461
Overages $ 92,60275
Beginning Inventory and OS Charges 77,996.92
TOTAL ADJUSTMENTS $ 170599.67
TOTAL HANDLER OBLIGATIONS $ 261,456,004.28
Total Protein Value 38,998,912 |bs @ $37059 $ (144,526,067.96)
Total Other Solids Value 74,932,280 lbs @ 05831 (43,693,012.45)
Butterfat Value 46,304,582 |bs @ 16457 (76,203,450.58)
Total Somatic Cdl Vaues (827,86878)
TOTALS $  (3,794,39549)
Net Producer L ocation Adjustments $ 272580.50
1/2 Unobligated Balance Producer Settlem et Fund 662000.00
Total - Divided by Total Pounds 1,312,985,032 Ibs (0.2178102) $ (2,859,81499)
Rate of Cash Reserve (0.0421898) (553,94576)
PRODUCER PRICE DIFFERENTIAL at Cuyahoga County, OH* 1,312985032 $ (0.26) cwt $ (3,413,760.75)
COMPONENT PRICES COMPUTATION OF UNIFORM PRICE
June June
2007 2006 2007 2006
Butterfat Price $16457 /b $12436 /1b Class Ill Price - 3.5% BF $2017 $1129
Protein Price 37059 /1lb 20790 /1b Producer Price Differential* (026) 0.45
Other Solids Price 05831 /1b 01255 /1b Statistical Uniform Price $1991 $11.74
Somatic Cdl Adjusment Rate 0.00093 / cwt 0.00061 /cwt
Nonfat Solids Price 17268 /b 06753 /b
CLASS PRICES CLASSIFICATION OF PRODUCER MILK
June June
2007 2006 2007 2006
Class I* $1984 $1275 Product Ibs. Product Ibs.
Class Il 18.89 11.00 Class | 492,901,245 505,810,075
Class Il 20.17 11.29 Class Il 300,019,350 257,354,062
Class IV 20.76 10.22 Class Il 429,264,540 624,719,977
Class IV 90,799,897 112,911,462
* Subject to Locgion Adjustment. Total 1,312985032 1,500,795576

ORDER 33 MARKET SUMMARY

The Producer Price Differential for the Mideast Marketing Area for
June 2007 was ($0.26) and the Statistical U niform Price was $19.91 for
the month. The Statistical Uniform Rrice is the $2.28 higher than last
month, and is $8.17 higher than June 2006.

The Producer Butterfat Price of $1.6457 per pound increased 7.51
centsfrom M ay 2007 and sup 40.21 cents from ayearago. TheProtein
Price of $3.7059 is up 76.35 cents fran last month and is up 1.6269
dollarsfrom 1uine2006. T heOther SolidsPrice in June was$0.5831 per
pound, an increase fran last month’s price of $0.5791 and an increase
of 45.76 cents fran last June. TheSomaticC dl A dustment rate for June
was$0.00093.

June producer receipts of 1.31 billion pounds were 7.8 percent low e
than May 2007, and 12.5 percent low & than June 2006 production of
1.50 billion pounds. Producer milk alocated to Class | accounted for
37.5 percent of thetotal producer milk in June 2007, less than the 38.4
percent in May 2007and more than the33.7 percent in une2006. A total
of 7,662 producers were pooled on the Mideast Order compared to
8,612 producers pooled in June 2006.

The market average content of producer milk w as as follows:
B uterfat 353%; Protein 297%; Other Solids5.71% and Nonfat Solids
8.68%.
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Total milk productionin2007 isexpected to beabout 184.3billion
pounds. | n2008, cow numbersare forecast torebound dlightlyt09.125
million head and production is forecast to increase to 188.4 billion
pounds. T hemilk—feed priceratiois projected to dimb into the 2.9
rangefor thisyearand couldbeslightly higher in2008, andtheselevds
wouldlikely sgnaexpandon.

Growthincommercialuse of allproductswill continueto outpace
productiongravth in 2007, with productionincreasescatchingupin
2008. Corntinued strong demand for dairy products,especially dry
products, is having an impact throughout thedairy complex. C heese
priceshaverisen through May, butcheese stocksat theend of April
werehigher year-over-year,withm og of therisein otherthan American
style cheeses Some of the sock building may bein anticipation of
even higher prices later in the year. High pricesfor nonfat drymilk
(NDM) may beincreasing codsfor Italian-ty pecheesemanufacturers.
Pricesforcheeseareexpected torangefrom $1.605t0 $1.645 perpound
in 2007. Somepul Iback isexpectedin 2008, with pricesforecastfran
$1.485t0$1.585 perpound.

Tight globd suppliesfor drymilk producisare expected o keep
domesticpricesfor NDM highthrough 2007. European Union stocks
arelow and milk production there is movinginto cheese. Audralian
production hasbeen sgnificantly reduced because of droughtand is

that theClasslV priceisthedriver for Classl prices. T heClasslI price
is projected D rised an average$17301 $1770 percwtfor theyear.
T hereported allmilk priceisex pected tobeshamply higherin 2007 and
will likely average $18.55t0$18.95 per cwtfor theyear. Strong milk
priceswill likely continueinto 2008. T heClasslV priceisforecastto
average $17.25t0 $18.35 per cwt, and the Class 111 prices$15.95 to
$16.95 percwt. T hedl milk priceisforecast toaverage$17.90t0$18.90
percwt for2008, adight decline.

SOURCE: “Livegock, Dairy, and Poulry Outlook”, LDP-M-156, June 19,

2007, Economic Research Service, USDA. For more information, contact
Roge Hoskin, (202) 694-5148.

Mideast Top Ten Counties

TheMideas Marketing Areahad 1.42billion poundsofproducer
milk pooledinMay 2007. Producerslocated Huron C ounty, Michigan
pooled thelargest volum eofmilkwith 53.7million pounds. Wayne
County, OH, thetop county in May 2005 and 2006, wassecond in 2007
with 50.1million poundspooled. Thetop ten countieslisted in the
chartbdow hadatotal of 371.6million poundspooled, or26.1 percent
of thetotal Mideas producer milk in May 2007.

May
not expected torecovertisyear.T heaverageNDM priceisex pected
X . Count State| 2007 | 2006 | 2005
torangefrom $1.610t0$1.650 per poundin 2007. Someeas ng could uy | , l |
] . . .S millions of pounds
cometow ad he end of 2008; however, priceswill remain high by TURON Wi =37 769 a1
historic dandards. The2008 forecast isfor theaverageNDM priceto WAYNE oK 50'1 51'3 52'4
be$1.560t0 $1.630 perpound. ' ' '
i ] o CLINTON Mi 48.0 454| 427
Dom esiic buter prices are forecastabov e hisoric normsdueto WYOMING NY 47.0 436 455
Cr?ntl nued Skr)engm in _der_nand andelémlted prodL;dlonglr%A;toh. I gi()&?o GRATIOT M 34.3 33.3 23.6
theaveragebutter priceis expected to averagefrom $1.370t0 $1. MERCER OH 29.3 24.9 274
perpound. For2008, theforecast rangeis $1.350t0$1.480 perpound.
: ! ) A : CHAUTAUQUA NY 29.0 28.2 315
Whey prices which havealsorisen, will likely plateau atnew higher ALLEGAN M 279 321 26.1
levds,averaging 68.5t0 70.5 censapound n 2007 and remaining close ' ' '
to 2007 pricesat 65.0t068.0 cents apound in 2008. SANILAC M 21.0 29.5 29.3
i . . OTTAWA Mi 26.0 24.4 29.5
T hetightsupply stuationin thebutter-powder market will push
theaverageannud Class|V pricetothe$17.85t0$18.35 percwtrange
in2007, asClasslV pricesareexpected to continuetorisethroughout
theyear. T heproduct market this year presentsthe unusual situation
Weighted Averages - Butterfat, Protein, Other Solids, Somatic Cell Count by State
Federal Order No. 33
May 2007 May 2006
----- 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 2011 541982 3.53 2.98 571 245 547063 3.59 2.97 5.73 237
Ohio 2393 369,733 3.60 3.03 5.68 275 363020 3.68 3.01 571 263
Nev Y ok 427 183377 3.57 2.98 5.73 238 147596 3.64 2.96 5.74 208
Indiana 1027 128921 3.59 3.00 5.69 292 164813 3.66 2.99 5.73 273
Penngylvania 1224 124564 3.65 3.05 5.68 318 131110 3.73 3.03 571 306
Wisconsn 402 61601 3.63 2.98 5.74 264 193958 3.66 2.98 5.75 260
West Virginia 66 6179 371 3.13 5.69 332 6197 3.74 3.13 571 341
Other 100 8046 3.72 3.06 5.67 341 24303 3.56 2.96 5.72 296
Taal/Average * 7650 1424405 3.57 3.00 5.70 264 1578059 3.64 2.99 5.73 254
* Totals may not add due to rounding. Data provided on a one month deay bass.
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FEDERAL ORDER DATA

JUNE 2007
Producer Milk Class | Producer Statistical
Marketing Area ¥ Taal Class | Percent Price Differentia Uniform Price
(000) (000) %
FO1 Northeas - (Boston) 1,857,099 832,225 44.8 $0.63 $20.80
FO 5 Appdachian - (Charlotte) 437,213 320,902 734 2l 20.70
FO 6 Forida - (Tampa) 258,463 204,677 79.2 2l 21.62
FO7 Southeast - (Atlanta) 558,867 372,612 66.7 2l 20.76
FO 30 Uppe Midwest - (Chicago) 1,988,946 344,057 17.3 (0.05) 20.12
FO 32 Centra - (Kansas City) 811,195 333,966 41.2 0.37) 19.80
FO 33 Mideast - (Cleveland) 1,312,985 492,901 375 (0.26) 19.91
FO 124 Pacific N orhw est- (Seattle) 577,124 176,749 30.6 0.02 20.19
FO 126 Southwest - (Dallas) 434,972 321,199 73.8 0.31 20.48
FO 131 Arizona- (Phoenix) 322,882 107,842 334 2l 20.30

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 JULY 2007 ........cccoeiieneieirienree e $18.89/cwt.
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