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Milk Cows VS. Alfalfa Hay Acreage
United States
1990-2004
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Ranking of Top States

Hay Alfalfa (Dry)

Value of production for 2008

:t::: State Value of production
1 California 1,383,200 thousand dollars
2 Idaho 1,024,232 thousand dollars
3 Iowa 607,430 thousand dollars
4 South Dakota 574,080 thousand dollars
5 Minnesota 560,790 thousand dollars




Hay Alfalfa (Dry)

National Statistics

,Ha' Alfalfa e DO e
Planted All Purposes Harvested i

2000 /(RN 20982 '| 3.43%] 71,977° Aheme e
2008F i G 20,980 '| 3.32°% 69,620 ° 172 0" 10,805, 989 °
200750 S 21,126 '| 3317 69,880 ° 138.00 * 8,855,044 °
2006 [ 21,138 '| 3.34°%) 70548° 113.00 * 7,519,232 °
2005 NN 22,359 '| 3.38°%|  75,610° 104.00 * 7,290,854 °
2004] ' 21,697 '| 3.47°%  75375° 98.60 * 6,961,519 °

The following are the Unit(s) used above.

1-thousand acres 2-tons 3 -thousand tons 4-dols /ton 5-thousand dollars




What's it going to take to make a profit?

Dairy Industry - Current status

Our Western Dairy income/loss averages through 2009
Our projection for 2010

»  With no milk price changes

»  With milk prices changes

Dairy industry price change concepts

Future of the Dairy Industry

Summary

Questions



AVERAGE INCOME AND EXPENSES
FOR GENSKE, MULDER & CO. WESTERN DAIRY CLIENTS
FOR THE YEAR ENDED DECEMBER 31, 2009 (ESTIMATED)

* Does notinclude owner living and debt payoff = $1.50 cwt
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PER CWT PER COW PERCENT
INCOME:
Milk $11.50 $2,518 93.5 %
Milk futures 0.00 0] 0.0
Calves and heifers 0.15 33 1.2
Patronage dividend 0.50 109 4.1
Other 0.15 33 1.2
Total income $12.30 $2,693 100.0 %
EXPENSES:
Feed:
Hay and silage $5.50 $1,204 447 %
Grain 5.25 1,150 42.7
Less cost of feeding heifers (2.00) (438) (16.3)
Total feed $8.75 $1,916 711 %
Herd replacement cost:
Depreciation - dairy cows $1.10 $241 9.0 %
Loss on sale of cows 0.90 197 13
Total herd replacement cost $2.00 $438 16.3 %
Other operating expenses:
Interest and rent $1.05 $230 85 %
Labor 1.35 295 11.0
Depreciation - other 0.70 153 57
Milk hauling 0.74 162 6.0
Industry assessments 0.35 77 2.9
Supplies 0.70 153 57
BST 0.05 11 0.4
Repairs and maintenance 0.60 131 4.9
Utilities 0.30 66 2.4
Taxes and licenses 0.21 46 1:7
Insurance 0.15 33 1.2
Fuel and oil 0.20 44 1.6
Legal and accounting 0.07 15 0.6
Employee benefits 0.03 7 0.2
Veterinary and breeding 0.30 66 2.4
Testing and trimming 0.08 18 0.7
Hauling livestock 0.02 4 0.2
Miscellaneous 0.01 2 0.1
Less cost of raising heifers (0.40) (88) (3.3Y
Total other expenses $6.51 $1,425 52.9 %
Total expenses $17.26 $3,779 140.3 %
*NET LOSS ($4.96) ($1,086) (40.3) %
AVERAGE DAIRY STATISTICAL DATA:
Average number of milking cows 1,800
Average daily production per cow 70
Herd turnover rate 38.00 %
Loss per milking cow per day $3.50
Feed cost per milk cow per day $5.52



AVERAGE INCOME AND EXPENSES

FOR GENSKE, MULDER & CO. WESTERN DAIRY CLIENTS
FOR THE YEAR ENDED DECEMBER 31, 2010 (ESTIMATED)

PER CWT PER COW PERCENT
INCOME:
Milk $15.25 $3,158 954 %
Calves and heifers 0.15 31 0.9
Patronage dividend 0.50 103 S
Other 0.10 21 0.6
Total income $16.00 $3,313 100.0 %
EXPENSES:
Feed:
Hay and silage $175 $3.98 $824 249 %
Grain $200 4.07 843 25.4
Total feed $8.05 $1,667 50.3 %
Herd replacement cost: $2.00 $414 125 %
Other operating expenses:
Interest and rent $1.15 $238 7.2 %
Labor 1.40 290 8.7
Depreciation - other 0.70 145 4.4
Milk hauling 0.70 145 4.4
Industry assessments 0.36 75 2.2
Supplies 0.75 155 4.7
BST 0.02 4 0.1
Repairs and maintenance 0.60 124 3.8
Utilities 0.30 62 1.9
Taxes and licenses 0.23 48 1.4
Insurance 0.15 31 0.9
Fuel and oil 0.22 46 1.4
Legal and accounting 0.07 14 0.4
Employee benefits 0.03 6 0.2
Veterinary and breeding 0.30 62 1.9
Testing and trimming 0.08 17 0.5
Hauling livestock 0.02 4 0.1
Miscellaneous 0.01 2 0.1
Total other expenses $7.09 $1,468 44.3 %
Total expenses $17.14 $3,549 107.1 %
*NET LOSS ($1.14) ($236) (71) %
AVERAGE DAIRY STATISTICAL DATA:
Average number of milking cows 1,800
Average daily production per cow 70
Herd turnover rate 38.00 %
Loss per milking cow per day $0.77
Feed cost per milk cow per day $5.05

* Does not include owner living and debt payoff = $1.50 cwt
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What's it going to take to make a profit?

U.S. Senate Bill 5-1645
Originally the Spector - Casey Bill

“Federal Milk Marketing Improvement Act of 2009”

Only 2 classes of milk, I and II

Class II (mfg) pay prices = Class II price plus current
Class I price differentials

Price reduction on up to 5% of any overproduction
of milk, calculated quarterly

Excess imports over exports will not change pay
prices

Additional assessment may be assessed on over base
production up to %2 of Class II price

All U.S. producers will participate



What's it going to take to make a profit?

Dairy Price Stabilization Plan (DPSP)

Introduction by National Holstein Association along with
Milk Producers Council

Assessment called “ Market Access Fee”
$1 - $2 assessment on all milk produced if you
produce over historical production or

assessment of $6 on over base production

Acquire the production history the year after
you pay assessment

Attempts to match milk supply with anticipated
demand quarterly

Minor government involvement or cost

All U.S. producers will participate



What's it going to take to make a profit?

Dairy Growth Management Initiative (DGMI)

announced by Dairy Farmers of America in mid-September, 2009

Continuation or expansion of current CWT
program with a national check off assessment by
governmental action

Create a 30 member Advisory Board to:

Modify assessment rate
Consider supply and demand needs

Current Dairy Price Support Program to be renewed

Encourage dairy products for humanitarian needs

Board to have broad authority to consider:

Continue cattle retirement programs
Regional or National base programs
Diversion program

Export commodity production incentives to
displace imports (MPC’s?)

Programs to enhance forward contracting
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What's it going to take to make a profit?

National Milk Producer Federations Ideas
as announced September 21, 2009

Elimination or “revamping” of price supports
Eliminate or “revamping” MILC

Create new producer “income insurance program”
Improve participation in CWT program

Reform the Federal Milk Marketing Order program

11






