
Let’s “freeze” dairy commodity prices and the
weekly price surveys conducted by USDA’s Nation-
al Agricultural Statistics Service (NASS) at Friday,
September 3, 2010 … and discuss what more could
be in the milk price pipeline for USDA’s federal
milk orders, based upon those September 3 com-
modity prices at the Chicago Mercantile Exchange
(CME).

Since dairy farmers need all the good news
they can find these days, let’s state the conclusions
up front:  

* If fully passed through the NASS monthly
data collection process during September, the Sep-
tember 3, 2010 CME cash market prices would
yield a Class IV (butter-powder) price of roughly
$17.70 to $17.80.  That’s an increase of about $1.75
per hundredweight for butter-powder milk, com-
pared to the Augus 2010 Class IV prices.  Keep in
mind: Class IV prices serve as the base for Class II
(cultured products – yogurt, cottage cheese and ice
cream).  So Class II milk in September 2010 would
also rise approximately $1.75 per hundredweight.

* Class III (cheese milk) prices would increase
about $.90 per cwt., using the same assumptions.
That means for September 2010, if the September 3
CME commodity prices were to end up as the
NASS monthly averages, Class III milk prices
would come in around $16.40-$16.50 per cwt.  

Milk pricing is an inexact, ever-changing art.
In the accompanying table, we present several sets
of data:

– The commodity price data used by USDA in
calculating the August 2010 Class III (cheese) and
Class IV (butter-powder) manufacturing milk
prices.  Those commodities include Grade A butter,
Grade A nonfat dry milk, 40-block Cheddar, 500-lb.
Cheddar, and a whey price index.

– The September 3, 2010 dairy commodity
prices in cash trading at the Chicago Mercantile
Exchange (CME).

– The differences between the August 2010
final commodity price calculations and the Septem-
ber 3, 2010 CME cash market prices.

For August 2010, the Class III (cheese) milk
price was $15.54 per hundredweight.  Meanwhile,
the Class IV (butter-powder) price was $15.97 per
hundredweight.  Strong butter prices again kept
Class IV prices higher than Class III.  

In some instances, the September 3, 2010
dairy commodity cash prices are substantively high-
er than the average prices calculated by USDA for
August 2010.  That’s where the potential gains lie
… IF there is no erosion of CME cash market prices
in this increasingly tight dairy market.  Presump-
tions here are that eventually the NASS monthly
average of the weekly dairy commodity price sur-
veys will at least come close to the Sept. 3, 2010
CME cash market prices.

Comparing the August NASS average prices
for these key dairy commodities with the September
3, 2010 prices at CME, shows major price “catch
up” potential for butter, nonfat dry milk, and block
Cheddar.  In our analysis, at the very least, the but-
ter “spread” (August NASS avg. vs. Sept. 3 CME
price) shows close to $1.00 per cwt. more money in
the Class IV price.   Nonfat milk powder price
increases could add yet another $.70-.75 per cwt.
So we’re looking at potentially additional revenue
of close to $1.70 - $1.80 per cwt. to the August 2010
Class IV price of $15.97 per cwt.  That plugs the
Class IV price at a level somewhat above $17.70-

$17.80, IF the early September 2010 CME cash
market prices translate fully into NASS.

“Guesstimating” the movements of Class III
(cheese) milk prices is a little trickier than butter-
powder prices, due both to the whey factor and vari-
ances between block and barrel Cheddar values.
(Whey is not traded at CME.)  We see a 10.45 cents
per pound difference between block Cheddar prices
(August NASS survey price vs. CME 9/3/01 price).
And a 3.84 cents per pound difference exists
between the August 2010 NASS block Cheddar
average price and the September 3, 2010 CME bar-
rel Cheddar price.  When one also includes butter
price differences (which are used by NASS in the
Class III calculations), the ensuing head-scratching
could find roughly another dollar per hundred-
weight in Class III prices, give or take a dime – to
the $16.40-16.50 range.  

Therefore, if the September 3, 2010 CME cash
market prices were to translate into September aver-
ages for NASS, we’d see a wider gap grow between
Class III and Class IV prices.  Class IV prices
would continue as the “higher of” mover for Class I
(fluid milk). 

The importance of this article to dairy farmers
and all who do business with them is that, if dairy
commodity prices at CME at least hold their early
September values, and those values are reflected in
NASS’ September 2010 average survey prices,
more money is in the milk check pipeline.

Prices in cheese areas to lag
These discussions of possible future price lev-

els are generalized, not specific to individual pro-
ducers.  Sky-high butter prices should propel fluid
milk, cultured products and Class IV (butter-pow-
der) prices relatively faster than cheese milk prices
should increase.  Another factor holding down
cheese milk prices: nearly one billion pounds of
American-type cheeses in inventory.  

Dairy farmers in regions where butter-powder,
cultured products and Class I (fluid) use are larger
than national averages should see their milk prices
increase faster than producers in states and regions
where cheese plants utilize the predominant volume
of farm milk.

YES, farm milk prices are improving and will
further improve in coming months.  YES, grain
prices are heading up, also.  Dairy farmers suffer
from a crooked, complicated milk pricing system
and a lot of bad advice about their fortunes.  

by Pete Hardin

More $$$$ Coming in the Milk Check

Four former employees of the Bozeman, Mon-
tana-based Country Classics Dairy cooperative
have been indicted by a federal grand jury for
alleged theft of hundredes of thousands of dollars
from the cooperative. The four employees, includ-
ing former CEO Mike Monforton, used company
credit cards for personal shopping sprees.  These
alleged illegalities were covered up for some time
because one of the other defendants –Jeanette
McCown – was the co-op’s bookkeeper.

The indictments were issued on August 24,
2010 before U.S. Magistrate Jeremiah C. Lynch in
U.S. District Court in Missoula, Montana.  Charges
include conspiracy to commit fraud and 10 counts
of wire fraud. The events in question were commit-
ted between October 2007 and December 2008.
The indictment charged the four former employees
“defrauded Country Classic Dairy out of hundreds
of thousands of dollars by means of materially false
and fraudulent pretenses, and representations, and
did knowingly and unlawfully cause the company to
pay for goods and services used for their own per-
sonal benefit and enjoyment.”

Besides former CEO Mike Monforton and for-
mer bookkeeper Jeanette McCown, two other indi-
viduals named in the indictments were Jeffrey
McCown, who headed the co-op’s milk transporta-

tion unit (Jeffrey is Jeanette’s husband), and Scott
McCown – Jeffrey’s brother, who managed the trans-
portation shop for the dairy co-op. Jeanette McCown
allegedly “buried” these improper expenses in the
cooperative’s internal records system.

Monforton and the McCown gang left the co-
op’s employment in late 2008 or early 2009, after
auditors discovered the financial irregularities.  The
matter has been kept hush-hush, due to the ongoing
federal investigation.

According to a news report in the Belgrade
News (Belgrade, Montana), Mike Monforton charged
off $8,500 for personal expenses at Montana State
University; $3,115 for three season ski passes, and
$1,100 for fancy-schmancy wedding decorations.

Jeffrey McCown’s tastes ran towards guns,
cars and recreational vehicles.  He billed the com-
pany $4,200 for a turbocharger for his 1977 Ford
pickup truck; added $75,000 as payments for per-
sonal vehicles for himself and CEO Monforton; put
a $3,400 partial payment towards a trailer on com-
pany books; spent $959 for a .45-caliber pistol,
ammo and holster; charged off $4,800 for work
done on his personal recreational vehicle; charged
$1,500 for three gift cards he later used to buy a
rifle, telescope, and other items; bought an iPod;
bought $502 worth of ammunition, a gun case and
range finder; rented two houseboats, using the co-
op credit card for partial payment of $6,500; bought
a $479 home theater system; charged $1,700 for a

motor for Scott McCown’s old-model Camaro; and
dropped nearly $4,000 for boat trailer wheels, ties
and balancing (must be some boat!).  

The Belgrade News reported that the sum total
of the alleged theft of company assets totaled about
$100,000, but that the indictment had stated the defen-
dants took “ … hundreds of thousands.”  The U.S.
Attorney’s office declined to explain the discrepancy.

(The complete, 15-page indictment is avail-
able for online viewing at the Web site of the Bel-
grade News: http://www.belgrade-news.com/
p d f _ 0 1 2 d 0 4 4 2 - b 0 7 2 - 11 d f - 9 3 3 f - 0 0 1 c c 4 c
03286.html)

Postscript: In early August 2010, the Country
Classics Dairy cooperative was merged into the
Northwest Dairy Assn.  The local co-op had served
Montana dairy farmers well for many years.  Per-
haps the co-op would have been more successful if
key employees had stuck to their jobs.

(Editor’s note: Our United States legal sys-
tem presumes that all persons are innocent, until
proven guilty.  With that in mind … IF both
Jeanette and Jeffrey McCown are eventually
convicted and sentenced to prison for their
alleged roles in this alleged fraud, perhaps, if
they are, respectively, a good girl and good boy,
they might qualify for conjugal visits to help
restore marital ardor.  His cell or hers?)

by Pete Hardin
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Comparing August 2010 NASS
Dairy Commodity Price Averages (lb.)

With September 3, 2010 Chicago
Mercantile Exchange Cash Prices

Commodity
August ’10

NASS
Avg. Price

Sept. 3, ’10
CME

Commodity
Price

Difference

Butter $1.9659 $2.2500 $0.2331/lb.

NFDM $1.1413 $1.2300 $0.0931\lb.

Block
Cheddar $1.6245 $1.7200 $0.1045/lb.

Barrel
Cheddar $1.6466 $1.6850 $0.0384/lb.

Whey $0.3524 N.A. N.A.


