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P-ROGCE-EDI-NGS
9:00 a. m

JUDGE McCARTNEY: |'m Judge M Cart ney.
This is a public hearing. The Docket Nunber is
16- 0016 A0 FV.

| note that sonme of the pl eadi ngs have
the AO and the FV before the nunber docket.
encourage you to put the nunber first.

Si nply because as a natter of the
official record, the hearing clerk will file it
by nunber. So, if you want to be sure that your
dockets are properly filed, | encourage to put
t he nunmber first.

| have given the court reporter a
headi ng from the pleadings so that all of the
ref erence nunbers, including the AMS and ot her
rel ated nunbers for tracking will be included in
the record by the court reporter.

Now it nmay seem redundant, but those
of you who have a copy of the proposed Rul enaking
Notice in front of you, | amgoing to be reading

into the record the summary. And | do that for a
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nunber of reasons. Wiile it may seeminefficient
at the present tinme, | assure you five years from
now you wi |l wel cone having that in the

transcript without having to | ook for an Exhi bit
or an unattached docunent.

Also, it helps to bring everybody on
the sane page as to why we are here today. That
is to identify with particularity and specificity
the focus of the issues that we're going to be
addressing in this proceedi ng.

Al right, while it's an informal,
non- adversarial proceeding, the natters rel evant
to the Secretary nust be material, relevant and
not unduly repetitious. So, these will help us
with that structure.

Once | conplete that, I will be asking
for notices of appearances. | want everyone in
the roomto provide their appearance. But | want
t hose who intend to exam ne witnesses to state
t hat purpose on the record so that | can be clear
as to who's here and why.

Al so, you may note that the Rules
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provi de that the name, address, and the
occupation are to be provided on the record by
all witnesses. |I'mgoing to assune that you have
all provided your contact information to the
court reporter.

I f you have not done so, you are
directed to do so before you | eave the room
today. It is very difficult to keep track of
who's participating and in what capacity w thout
t he address and contact information. But yet, it
is very tinme consum ng

And | think some -- in this current
day and age, perhaps a little difficult for
Wi t nesses to give personal information |ike
address information on the record.

So, | find that giving business cards
or just sinply filling out a small sheet with
that information and delivering it personally to
the court reporter is a far better process. Wth
t he added benefit she gets your nanes spelled
right.

(Laught er)
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JUDGE McCARTNEY: This is always a
nice thing. Al right. So, with that | am
turning my attention to what will be a
foundati onal Exhibit entered into the record.
So, don't feel like you have to take notes. But,
as | indicated, I"'mreading it for future
judicial reference.

This is a public hearing to receive
evi dence on proposed anendnents, to Marketing
Order Nunber 989 that regul ates the handling of
raisins grown in California. Five amendnents are
proposed by the Raisin Adm nistrative Conmttee,
whi ch is responsible for |ocal adm nistration of
t he Order.

These proposed anendnents woul d
aut hori ze production research, establish new
nom nati on procedures for independent grower
menber and al ternate nunber of seats, add
authority to regulate quality, add authority to
establish different regulations for different
mar kets, and add a conti nuance referenda

requirenent.
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In addition, the Agricultural
Mar ket i ng Service proposes two anmendnents. These
anmendnment s woul d renove Order | anguage pertaining
to volune regul ation and reserve pool authority.
And woul d establish termlimts for conmttee
menbers.

In addition, AMS proposes to nmake any
such changes as nmay be necessary to the Order to
conform any anmendnent that may result fromthe
heari ng. These proposed anendnents are intended
to update the Order to reflect past changes in
the industry and potential future changes, and to
i nprove the operation and adm ni stration of the
O der.

Are there any questions, issues or
concerns with the respect to the nature of this
public hearing and why we're here today?

(No response)

JUDGE McCARTNEY: All right. Then
noving forward with notices of appearances, |
would like to begin with the USDA on ny left.

M5. CHI LUKURI: Good norning, Your

Neal R. Gross and Co., Inc.

10

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Honor. [|'m Rupa Chilukuri. That's spelled R U
P-rA CHI-L-UKURI.

I"'ma trial attorney with the Ofice
of the CGeneral Counsel. And | represent the USDA
at this hearing. And | will be exam ning
W t nesses.

M5. SCHVAEDI CK:  Good norning. M
name is Melissa Schmaedick. ME-L-1-S-S-A S-C
HMAEDI-CK | ama Senior Marketing
Specialist with the U S. Departnent of
Agriculture. And | also will be asking questions
t oday.

MR. QU NONES: Hello, Your Honor. M
name i s Geroninb Quinones. GERONI-MO QU
|-NNONES. And | ama Senior Marketing
Specialist. And | will also be asking questions.

MR. McFETRI DGE: Good norning. M
nane is Marc McFetridge. MA-RC MCFET-RI-
DDGE |I'man Agricultural Econom st with the
Pronoti on and Econom cs Division, part of
Agricultural Marketing Service for the USDA. And

| wll also be asking questions of the w tnesses.
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M5. STOBBE: Good norning. M nane is
Maria Stobbe. And that's S-T-OB-B-E.  And | am
a Marketing Specialist with USDA

And | oversee the raisin program And
| may be asking questions today. Thank you.

JUDGE McCARTNEY: Al right. [I'm
going to turn to ny right. And we're going to
nove down the table. And then |I'"mgoing to start
fromleft to right in the back.

MS. POVWELL: |'m Debbie Powell. D E-
B-B-1-E P-OWE-L-L. I'mthe Interim Present and
General Manager for the Raisin Admi nistrative
Commi t t ee.

MS. ROTHWEI LER: | am Dori Rot hweiler.
DORI ROT-HWE-I-L-E-R Field
Representative for the Raisin Admnistrative
Committee, Project Coordinator for the California
Rai si n Mar keting Board.

MR. SCHUTZ: M nane is Monte Schut z.
MONT-E SCHUT-Z And | amthe Chairman of
the Raisin Adm nistrative Conmttee.

MR SPATE: " m Steven Spate, S-T-E-V-

Neal R. Gross and Co., Inc.
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E-N S-P-A-T-E. 1'menployed by the Raisin
Bar gai ni ng Associ ation as a Rural Representative.
' mal so the Chairman of the Board of the
California Raisin Marketing Board and also a farm
for grapes for raisins.

MR. STARK: Good norning. Hi, |I'm
Rick Stark. That's RI1-CK S-T-AARK And I'm
t he Manager/ G ower Rel ations for Sun-Mid
G owers.

M5. ZYL: Good norning, my name is
Sonet van Zyl. That's SONET V-A-N Z-Y-L.
And |I'm an Assistant Professor in Agriculture at
Fresno State, representing usually table grape
production and raisin production.

JUDGE McCARTNEY: Sir?

MR. GOTO Good norning. My name is
den Gto. GL-EEN GOT-O

JUDGE McCARTNEY: Actually, could you
step up to the podium to the mc?

MR. GOTO Good norning. My nanme is
den Goto. GL-EEN GOT-O | amthe CEO of

t he Marketing Associ ation.
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MR. BARSERI AN: Good norni ng, Your
Honor. M nane is Kalem Barserian. | ama
menber of the Raisin Admi nistrative Comm ttee.

Al so, a raisin grower, consultant to
Lion Raisins. And I'll be giving testinony in
favor of Propose Nunber Two.

JUDGE McCARTNEY: Thank you.

COURT REPORTER: Can you restate your
nane please, sir?

MR BARSERI AN: Barserian. B-A-R S-E-
R-1-A-N.  First nane Kalem K-A-L-E-M

JUDGE McCARTNEY: Sir?

MR. KAUFFMAN:  Steven Kaufman. S-T-E-
V-E-N, Kaufman, K-A-U-F-F-MA-N.  Mrketing O der
Agreenent Division with the USDA, Wnter Haven
Field Ofice.

MR. DURANDGC:  Good norning, Your
Honor. M nane is Mchael Durando. MI-CGH A-E-
L DURA-NDO | amthe director of the
Mar keting Order and Agreenent Division for the
Specialty Crops Program Agricultural Marketing

Service, United States Departnment of Agriculture.
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| will be presenting testinony during
t he hearing on Proposal Nunber Six. Strike that.
Si x, Seven and Eight. Yes, to reiterate, that
will be Six, Seven and Eight. Thank you.

JUDGE McCARTNEY: Thank you. |'1l]
nove from the back and then.

MR. SMUTNY: Good norning. M nane is
Jeff Smutny. S-MUT-NY. First nane Jeff, J-E-
F-F. | amw th USDA, Marketing O der and
Agr eenment Di vi si on.

M5. HALES: Good norning. M/ nane is
Essence Hales. E-S-SSEENCE HAL-E-S. And
" man Agricultural Econom st with the Pronotion
Economics Division of the Agricultural and
Mar ket i ng Servi ce.

M5. DINH. Good norning. M nanme is
Mai Dinh. MA-I D I-NH | amthe Assistant
Ceneral Counsel at USDA, O fice of the CGeneral
Counsel .

JUDGE McCARTNEY: Everyone in the room
must note an appearance, please.

MR. SOMVERS. M/ nane is Peter

Neal R. Gross and Co., Inc.
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Somers. S-OMME-RS. | amhere as an
observer with the California Marketing Field
Ofice. And | oversee pistachios and olives.

JUDGE McCARTNEY: Great. Thank you.

M5. WRAY: (Good norning. M name is
Debbie Way. It's DE-B-B-I-E WR-AY. And I'm
a Senior Marketing Specialist with the Marketi ng
Order and Agreenent Division, the USDA. And |
wor k out of the Portland, Oegon office.

JUDGE McCARTNEY: Thank you. Al
right. Now, |'mgoing to be noving into sone
prelimnary matters. Including rules for the
conduct of the hearing.

And that mght seema little strange
because nost of these rules are common courtesy.
But nevertheless, | find it helpful to take a few
nmonments of our time so that we're all on the sane
page noving forward.

Then we' Il be noving into the proposed
schedule for the day. | think it's very hel pfu
for people to know when they can expect a break

and to plan accordingly.
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Now, | will say that my prinmary
purpose is to facilitate the taking of evidence
in this public hearing. Not to be draconian or
difficult in any way.

So, if anyone needs an exception to a
rul e or has concerns with the rules, speak up
now. Let ne know if you have special issues.

Anyone who comes in late nust cone to
t he mi crophone and identify thensel ves for their
noti ce of appearance on the record.

MR MLINOVICH Hi, ny nanme is Jeff
Mlinovich. I'mwth Central California Raisin
Packi ng.

JUDGE McCARTNEY: Thank you. Al
right. So, rules for the conduct of the hearing.
As | said, nost of these are just common
courtesy. |'mjust going over themso we're on
t he sane page.

Al'l cell phones on silent node. All
right. And | -- some Judges prohibit you having
your cell phone with you. | use ny cell phone

for a nunmber of reasons, including staying on

Neal R. Gross and Co., Inc.
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track.

So -- and | know energenci es do
happen. So, just put themon silent node. Al so,
if you have to answer a call, get up and | eave
the roomto do it. Please, none of this high
pitched whispering, I'min a hearing, I'll get to
you | ater

(Laught er)

JUDGE McCARTNEY: Okay. It disturbs
everyone just as nmuch as if you took the call.
You see that you've got a call comng in and you
really feel like you nust take it, you can't wait
for the break, don't bother excusing yourself,
just quietly and courteously renove yourself from
t he room

Now, having said that, if something
happens while you're absent that is on you. [|I'm
not going back revisiting. And you're not going
to be able to ask wi tnesses redundant questions
because you chose to take a call during wtness
exam nation tine.

Al right. No food or drink other

Neal R. Gross and Co., Inc.
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than -- this is nmy big concession. Usually it's
just water. But we're going to let coffee in
this tine.

(Laught er)

JUDGE McCARTNEY: Because | need
coffee too. So, usually it's nothing but water.
And pl ease, no gum You cannot even i magi ne how
distracting it is for me to have to watch soneone
chewing gumin the audience while I"'mtrying to
listen to a witness testify.

And it's very rude to the witness to
have to deal with that. Al right.

No extraneous material in the hearing
room |If you must read your newspaper, do it in
t he | obby, not while we're exam ning wtnesses.

This al so goes for your Facebook, for
your news alerts on your cell phone, or anything
el se that you m ght be interested in other then
what our wi tnesses are here to give testinony on.

Now, | know that nany of us have ADD
and it's very hard to give our full, undivided

attention to a witness giving testinony. But we

Neal R. Gross and Co., Inc.
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can do that for the duration of this proceeding.
And that's what |I'm asking of everyone. |It's
conmon courtesy.

If it were you on the stand, you would
want that. And so, |'m asking on behalf of the
Wi t nesses.

Prof essional courtesy at all tines.

You may enter and exit the roomquietly and

di scretely. You do not need to ask ny perm ssion
to do so.

Pl ease refrain from speaki ng over a
wtness. |If this is a commpn occurrence, | wll
i ndicate so on the record. |It's very disruptive.

Please, if you ask a question, let the w tness
finish his or her response.
If you feel that the witness is being
unresponsive and is just using the tinme to
bol ster his or her position, direct your
objection to nme. And | will address the issue.
Wtnesses are required to address
guestions to the Judge. | do not -- wtnesses

are here to answer questions as a general rule.
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| do realize this is a non-adversarial public
heari ng. But, you know, encouraging dial og
versus testinony, is something that |I'm
responsi bl e for noderati ng.

So, the witness has a question, they
are to direct that question to ne. And then we
will clarify it with counsel as necessary and
appropri ate.

Pl ease be punctual. | realize that
sonetines we're |ate. W have very good reasons.
But we're not in Washington, D.C. with netro
problenms killing people. Ckay?

(Laught er)

JUDGE McCARTNEY: There should really
be very fewtimes that the traffic is an issue or
you have other such simlar matters that distract
fromyou bei ng punctual .

Al right. [It's very inportant given
t he nunber of witnesses that are testifying that
if you intend to exanine a witness that you be in
the hearing roomat all tinmes while the w tness

is under oath. Al right, direct and cross
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exam nati on.

If you decide to renove yourself while
a witness is under oath giving testinony and then
you come back in the roomand want to exam ne the
Wi t ness, pl ease be advised, no redundant or
repetitive questions will be permtted.

And you're not going to find out until
you get the transcript what he or she had to say.
So, | strongly urge you to remain in the room at
all tinmes if you have a witness that you are
i nterested in exan ning.

Exhi bits, properly marked. Exchanged
i n advance whenever possible is extrenely
hel pful. If the Exhibit is a foundational
docunent or has otherw se been stipul ated to,
pl ease | et nme know that in advance as you hand a
copy to the court reporter so it can be reflected
in the record.

This saves tinme because then |I'm not
expecting you to lay a proper foundational
predi cate for the docunent. It's a foundationa

docunent, public record, and/or has been
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stipulated to by all inpacted parti es.

It saves a lot of tinme. And it saves
time for the court reporter too.

Pl ease be advised too that with
respect to Exhibits, it is nmy duty and
responsibility to certify the transcript to the
Secretary. Wiich will include the Exhibits.

So, to ensure that | can do ny job
properly, | expect all attorneys and
participating parties to track their Exhibits. |
usual Iy have an end of the day Exhibit
recounti ng.

But, because this is a relatively
short proceeding and it is non-adversarial, |
will sinply do it before | close the record at
the end of the process. But, please be advised,
you shoul d have a running list.

It is surprising how fast this process
takes over. And you've offered sonething. You
didn't formally, you know, it wasn't formally
received into evidence and then | close the

record, |'m back in Washington, D.C., and an

Neal R. Gross and Co., Inc.

23

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

24

i ssue arises |ater about the adm ssibility of the
Exhi bi t.

That is not going to happen to you.
Because |'m going to make sure that when | | eave
and this record is closed, everyone has had an
opportunity to put his or her Exhibits into the
record. And they've been properly received.

Al right. Any questions, issues or
concerns with respect to the procedural protoco
applicable to this process?

(No response)

JUDGE McCARTNEY: All right. | assune
then by your silence you are acqui escing. You
wi || be held accountabl e.

Al right. So, turning our attention
to the schedule. My effort here is to try to
gi ve everyone kind of notice about breaks, et
cetera. |If they're real issues or concerns, we
can go off record and tal k about it.

And I'Il tell you, | really believe in
the strength of agreenent. So, when the parties

have all conme to an agreenent about scheduling
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I ssues, adm ssion of Exhibits, anything of that
nature, I'mgoing to defer to the collective
agreenent of the parties.

My job is to resolve disagreenents.
So, when we have probl ens and people are not on
the sane page, then | will nove the process
f orward

So, what |'m proposing here is going
to give us maxi mumutilization of the court
reporter. But with deference to the fact that
she does get tired. And you know, that we all
want a really good transcript here. And we want
to be sensitive to our court reporter's physical
needs as wel | .

So, here's what |'m proposing. An
hour and a half, 15 mnute break. That's 9:00 to
10:30. A break from 10:30 to 10:45. Reconvene
at 10:45. Go to 12:15.

| propose an hour and 15 m nutes for
| unch. That gives you tine to check your emails,
make a few phone calls, have a bite to eat.

W reconvene at 1:30, we go unti

Neal R. Gross and Co., Inc.
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3: 00. From3:00 to 3:15, a 15 mnute recess. At
3:15 we reconvene. W recess at 4:45.

This is a proposed schedule only. It
i s subject to the needs of individual wtnesses
and/ or the court reporter.

So, if you have a witness that needs
to | eave earlier and that witness needs to be
taken out of order, anything |li ke that, then just
have your representative bring that to ny
attenti on.

Al right. Does this sound like a
schedul e that everyone can live with?

MALE:  Yes.

JUDGE McCARTNEY: Al right. All
right, thank you for speaking on behalf of the
group. | amvery serious about the tine franes.
Ckay.

Because | have found that it is very
difficult for even the best court reporter to
keep track of testinony when they're going too
|l ong without a break. And yes, ny cute little

stand | got it in New York, |I recomend it to

Neal R. Gross and Co., Inc.
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everyone.

Al right. Nowl'mgoing to turn ny
attention to introductions by the
Representatives. Are there any issues,
guestions, or concerns about the procedural
protocol before we begin?

(No response)

JUDGE McCARTNEY: Al right. 1'm
going to start with Counsel for the USDA

M5. CH LUKURI: Yes, Your Honor. So
| have sone prelimnary nmatters that I'd like to
address on the record. Notice of the Hearing was
published in the Federal Register on April 22,
2016.

And in that Notice it states that al
of the USDA enpl oyees involved in the decision
maki ng process are prohibited fromex parte
comruni cations regarding the nerits of the
Proposal with any interested party.

So, we cannot -- USDA enpl oyees cannot
di scuss the substance or the nmerits of the

Proposals with you off the record. However, if
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you have procedural questions such as the order
of wi tnesses, scheduling, things like that, we
can di scuss those types of issues.

|'d also Iike to note that we have a
sign up list next to Ms. Debbie Way, near the
entrance of the room And if you'd |ike to sign
up as a witness, please do so over there.

I'd also Ii ke everyone to know t hat
all Exhibits that are admtted in the record wll
be posted to AMS' website. And the address for
that is https://ww. ans. usda. gov/rul es-
regul ati ons/ noa/fv. And this sheet that has the
website address, I'Il put that at the back of the
table as well.

JUDGE McCARTNEY: And do you have an
extra one for the court reporter?

MS. CHI LUKURI: Yes.

JUDGE McCARTNEY: Do you want to hand
it to her now? Thank you.

MS. CH LUKURI: And now, Your Honor,
we'd like to mark some Exhibits for addition to

the record. And so these four Exhibits are

Neal R. Gross and Co., Inc.

28

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

29

foundati onal Exhibits that are referenced in the
regul ati ons.

And Exhibit 1 is a copy of the Federal
Regi ster Notice of this proceeding. Wich was
publ i shed on April 22, 2016.

(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 1 for
i dentification.)

MS5. CHILUKURI: And I'd like to
clarify some of the statenments nade in the Notice
of Hearing. | think when you started your
i ntroductory statenents you were correct in
everything that you said as to what the hearing
wi || address.

But the Notice of Hearing msstates
things in certain places. So, | would just want
to make clear of that.

JUDGE McCARTNEY: | think that's a
very good i dea.

MS. CHI LUKURI: Make clear of what we

intend to do. So, at one point the Notice of
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Hearing states that the Raisin Adm nistrative
Committee recommended Proposal Six and Seven.
That is not correct.

And as indicated by you, Judge
McCartney, and el sewhere in the Notice of
Heari ng, the USDA has recomrended those
Proposals. And will be testifying on those
Proposal s later in the hearing.

And | would also like to clarify that
Proposal Eight by the USDA is to make changes as
may be necessary to the Order to conformto any
anendnment that may result fromthe hearing. But,
we'd also like to correct mnor inconsistencies
and typographical errors in the Order as part of
t hat Proposal Eight.

And finally, I would like to note that
USDA has a nodified Proposal in connection with
Proposal Seven to establish termlimts. And the
nodi fied regul atory | anguage for Proposal Seven
wi Il be available on the back table near M.
W ay.

I f anyone would like to take a | ook

Neal R. Gross and Co., Inc.
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before M. Durando, he will be the one who is
testifying on that Proposal, before he testifies
on that Proposal later in the hearing.

JUDGE McCARTNEY: All right. So, does
t he nodi fied proposed rul e maki ng address all of
the issues that you' ve read into the record with
-- or wll an errata be issued?

MS5. CHILUKURI: | think we intend to
| ssue that as an Exhibit. O enter that as an
Exhi bit when M. Durando testifies.

JUDGE McCARTNEY: Does it encapsul ate
all of the nodifications and/or corrections that
you' ve read into the record?

MS. CHI LUKURI : It does as it relates
to Proposal Seven.

JUDGE McCARTNEY:  Uh- huh.

MS5. CHILUKURI: | didn't use that to
address what | thought were m nor
i nconsi stencies. For instances, as it relates to
whet her or not Rath made the Proposals versus
USDA, since | thought | could do that on the

record.

Neal R. Gross and Co., Inc.

31

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

32

JUDGE McCARTNEY: All right. Anything
el se then?

MS. CHI LUKURI: And Exhibit 2, what
we' ve marked as Exhibit 2 is a Certificate of
Mailing. Indicating that the Notice of Hearing -

JUDGE McCARTNEY: Excuse ne for
i nterrupting counsel .

MS. CHI LUKURI:  Um hum

JUDGE McCARTNEY: | just want to make
sure we have a consistent --

MS. CHI LUKURI: Yes.

JUDCGE McCARTNEY: ldentification
process. Exhibit, what's your preface lettering?
Exhibit 1? | mean is this --

M5. CHILUKURI: Ch, I'msorry, |
t hought we had pre-nmarked that. So, we're doing
it by 1. | apologize for that.

JUDGE McCARTNEY:  Ckay.

MS5. CH LUKURI: So, we will do that
now.

JUDGE McCARTNEY: And | don't really

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

have a problemw th peopl e bei ng expected to nmark
their own Exhibits, including nyself. Except the
court reporter.

The one that's handed to the court
reporter should be marked. Because | don't want
her taking her tinme, when she should be taking
testinmony, to mark Exhibits.

M5. CHILUKURI: Yes. | apologize for
that. So, Exhibit 1 is the Notice of Hearing.
What will be marked as Exhibit 2 is --

JUDGE McCARTNEY:  You have no preface
to -- so |like USDA? O anything?

MS. CHI LUKURI: No, we don't.

JUDGE McCARTNEY: O just nunerical ?

M5. CHILUKURI: It will just be
sequenti al .

JUDGE McCARTNEY: Okay. All right.

MS. CHI LUKURI: \What we'll mark as
Exhibit 2 is a Certificate of Miiling. Wich
i ndi cates that the Notice of Hearing was sent to
i nterested persons. Yes.

(Wher eupon, the above-
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referred to docunent was
mar ked as Exhibit No. 2 for
i dentification.)

MS. CHI LUKURI: Then Exhibit 3 is a
Certificate indicating that the press rel ease has
been i ssued regarding this hearing, yes.

(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 3 for
i dentification.)

MS. CHI LUKURI: And then what we'll
mark as Exhibit 4 is a Certificate of Oficials
Notified Concerning this Hearing. And in this
case the CGovernor of California has been notified
concerning this hearing.

(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 4 for
i dentification.)

JUDGE McCARTNEY: All right. And so
what neasures have you taken to ensure that

everyone who needs to has access to review these

Neal R. Gross and Co., Inc.
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not handi ng everyone a copy, that's fine.

nore copies, | think we have a few copies
back of different Exhibits.

But if people would |ike nore
if they want to see, please |let us know.

we'l |l ensure that nore copies are nade.

i f any of these docunents are going to be
utilized to examine a witness. | want to
that they have access to that before they

approach the w tness.

Al right.

Neal R. Gross and Co., Inc.
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docunents? You've set up -- you have -- you're

But they have access to the docunents?
M5. CHILUKURI: Right. So, the
website as | indicated, all those Exhibits wll

be posted. And if they -- if people would Iike

in the

copi es,

And

JUDGE McCARTNEY: Well, particularly

be sure

Al right. So, nmake that clear to
counsel. And they will nmake copies available for

you. Otherw se, we'll assune you have your own.

t hose

four Exhibits to be admtted to the record, Your

www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

36

Honor .

JUDGE McCARTNEY: Any obj ections?

(No response)

JUDGE McCARTNEY: Exhibits 1 through
4 as identified are hereby adm tted.

(Wher eupon, the above-
referred to docunents were
recei ved into evidence as
Exhibit Nos. 1, 2, 3, and
4.)

M5. CHI LUKURI: Okay. So, we have one
witness that we'd like to call at this tinme. And
generally USDA |ikes to present data information
regarding the commpdity that the hearing is going
t o address.

And at this tine we'd |ike to call
Marc McFetridge to present this information.

JUDGE McCARTNEY: All right. So,
soneone has just joined us fromthe room Al
right, an appearance, sir? Nane?

MR. REI NHART: Jeffrey Reinhart.

JUDGE McCARTNEY: Cccupation?

Neal R. Gross and Co., Inc.
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MR. REI NHART: Governnment enpl oyee.

JUDGE McCARTNEY: Purpose for being
her e?

MR. REI NHART: Trai ni ng.

JUDCGE McCARTNEY: Excellent. Have a
seat. All right. So, you're prepared to cal
your first w tness?

MS. CHI LUKURI: Yes.

JUDGE McCARTNEY: All right. Now,
here's a proposal that I'd Iike to nake. | find
t hat given the nunber of w tnesses here that
sonetines the witnesses prefer a collective
swearing in versus being sworn in each tine a
Wi t ness takes the stand.

So that has been a very effective
process. |If | have no objections, I'"'mgoing to
do a collective swearing in. |s that acceptabl e?

(No response)

JUDGE McCARTNEY: All persons who
intend to give testinony under oath, please
stand. Raise your right hand.

Do you solemly swear the testinony

Neal R. Gross and Co., Inc.
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that you are about to give in this proceedi ng
will be the truth, the whole truth, and not hing
but the truth, so help you God?

(Chorus of yeses)

JUDGE McCARTNEY: Wien you take the
stand, your representative will ask, have you
been previously sworn. And you are to
acknow edge that on the record as you take the
st and.

Counsel, call your first wtness.

M5. CHI LUKURI: Marc MFetridge.
VHEREUPCN,

MARC McFETRI DGE
was called as a witness by Counsel for the USDA
and, having been first duly sworn, assuned the

W t ness stand, was exanm ned and testified as

follows:
DI RECT EXAM NATI ON
BY M5. CHI LUKURI :
Q So, as Ms. Schrmaedi ck is handi ng out

t he docunents, let's just get started with sone

i ntroductory questions. So, M. MFetridge, you
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have previously been sworn in. |Is that correct?
A That's correct.
Q kay. And what is your duty station?
A My duty station is Washington, D.C
Q And what is your occupation?
A My occupation is an Agricul tural
Economi st.
Q And how | ong have you been an

Agricul tural Econom st at the USDA?

A | have been an Agricultural Econom st
since 2009. So, that would nake it al nost seven
years. It will be seven years in July.

Q kay. And have you participated in
hearings like this before?

A | have.

Q And you have prepared two docunents
for this hearing, correct?

A That is correct.

Q So, those two docunents woul d be
what's been marked as Exhibit 5? And what's been
mar ked as Exhi bit 67

A That i s correct.
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Q And Exhibit 5 is what you intend to
read into the record, your witten statenent?
A That's correct.
(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 5 for
i dentification.)
MS. CHI LUKURI: And Exhibit -- what is
Exhi bit 67?
MR. McFETRIDGE: Exhibit 6 is sone
charts that | have prepared based on the data
t hat has been rel eased by the Nati onal
Agricultural Statistics Service.
(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 6 for
i dentification.)
M5. CHILUKURI: And did you personally
prepare these docunents?
MR. McFETRIDGE: | did.
BY M5. CHI LUKURI :

Q And you understand that USDA is nmaking

Neal R. Gross and Co., Inc.
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Proposals in this hearing, correct?

A That is correct.

Q But this data you' ve prepared, anyone
can use this data? USDA, proponents, opponents?

A That is correct.

Q kay. Pl ease, when you're ready,
pl ease proceed to read your witten statenent.

A My nane is Marc McFetridge. |1've
wor ked for the U S. Department of Agriculture,
USDA since 2006. | work for the Marketing Order
Admi ni stration Division fromJuly 2006 through
Decenber 2009.

From Decenber 2009 to the present 1've
wor ked for the Pronotion and Econom cs Divi sion
as an Agricultural Econom st where ny duties
i ncl ude preparing econom c and statistical
anal ysi s which are used by governnent officials
to help mnister Federal prograns for fruit and
veget abl e prograns. A large part of ny work is
rel ated to Federal Marketing Order issues.

| received a Bachelor's Degree in

Agricul ture Business Managenent in 2001 from
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Oregon State University. And a Master's Degree
in Agriculture and Resource Econom cs in 2004
from Oregon State University.

JUDGE McCARTNEY: Excuse ne, sir. One
monment. | want clarification fromthe court
reporter about your process for dealing with --

COURT REPORTER:  Sorry.

JUDGE McCARTNEY: |'minquiring about
your process for dealing with testinony that's
being read into the record. | know they're
offering this as a separate Exhibit.

Do you type it contenporaneously with
the testinony? O do you sinply admt the
Exhibit and do not read it into the record and
t hen go back?

COURT REPORTER: | adnit the Exhibit
and note a direct exam nation and go back and
reinsert it there.

JUDCE McCARTNEY: At a later tine.
Al right. So, just to be sure. That's fine.

As long as we're really clear about this w tness

and this witness' Exhibits.
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COURT REPORTER  Um hum

JUDGE McCARTNEY: So that when you go
back | ater we have a clean transfer.

COURT REPORTER: Yes, ma'am

JUDGE McCARTNEY: All right. You may
proceed.

MR. McFETRIDGE: For this hearing on
California Raisins, | prepared a report titled
The U.S. Raising Crop Years 2000 Through 2014.
The data source is the National Agriculture
Statistic Service, NASS, the USDA.

The purpose of this report is to
i ntroduce U.S. Covernnent data and ot her rel evant
information into the hearing record. These
graphs are intended to be used by all parties
i nvolved in the hearing in discussing and
anal yzing the nerits of the various proposed
amendnent s.

Data for the 2015/2016 crop year wll
not be available until July 2016 when NASS wil |
rel ease the Non-Citrus Fruit and Nut 2015

Sunmary.
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In the report graphs are shown for
U.S. raisins. Raisins are primarily produced in
California's San Joaquin Valley and are sun
dried.

Bearing acres. The graph on page four
shows the total bearing acres. Bearing acres
reached a 15-year high during the 2000/ 2001 crop
year at 280 thousand acres for the total U S.

Si nce the 2000/ 2001 crop year, bearing
acres have trended downwards. For the 2014/2015
crop year, bearing acres reported at 190 thousand
acres.

Acreage is down five percent conpared
to the 2013/2014 crop year. And down ei ght
percent conpared to the previous five-year
aver age.

Yield. The graph on page five shows
the average raisin yield. The average yield has
varied greatly over the past 15 crop years. Wth
the 15-year average yield being 9.7 tons per
acre.

Aver age yields reached a high of 11.4

Neal R. Gross and Co., Inc.
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tons per acre during the 2002/2003, 2008/2009 and
2013/ 2014 crop years. The | owest yield occurred
during the 2006/ 2007 crop year at 7.95 tons per
acre.

The 2014/ 2015 crop year had a yield of
9.28 tons per acre. Down al nbst 19 percent from
the 2013/2014 crop year. And down ei ght percent
conpared to the previous five-year average.

Quantity of dried raisins. The graph
on page six shows the total quantity of dried
rai sins. As expected, the quantity of dried
rai sins has seen a significant reduction
foll owi ng the downward trend of bearing acres in
t he past 15 crop years.

The graph al so shows the typi cal
cyclical nature of raisins. Were one year wll
have a | arge crop of raisins, followed by a
smal l er crop the next year.

The quantity of raisins reached a high
during the 2000/2001 crop year at 484 thousand
500 tons. For the 2014/2015 crop year, the

guantity of raisins was reported at 328 thousand
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600 tons. Down 17 percent conpared to the
2013/ 2014 crop year. And down ni ne percent
conpared to the previous five-year average.

Prices received by growers. The graph
on page seven shows the average price received by
growers. Prices subsequently increased as the
supply of raisins has trended downward the past
15 crop years.

The season average price received by
growers was the | owest during the 2002/2003 crop
year at $393 per ton. In the past 12 years, the
price of raisins has increased by nore than three
and a half tinmes the prices received by growers
i n 2002/ 2003 crop year.

The season average price for raisins
in the 2015/ 2015 crop year was reported at $1, 820
per ton. Up 12 percent conpared to the 2013/2014
crop year. And up 15 percent conpared to the
previ ous five-year average.

Total value of production. The graph
on page eight shows the total value of production

for raisins. The total value of production was
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cal cul ated by taking the quantity of raisins,
mul ti plied by season average price received by
gr owers.

The total val ue production has
followed a simlar upward trend as grower prices.
The total value production was the |owest during
t he 2002/ 2003 crop year at $172,487,700. For the
2014/ 2015 crop year, the total val ue of
production for dried raisins was $598, 052, 000.
More than triple the value of the 2002/ 2003 crop.

The total value production for the
2014/ 2015 crop year was down seven percent
conpared to the 2013/2014 crop year. But up
conpared to the previous five-year average.

| apol ogi ze for nunbers so early in
the norning. So, hopefully nobody fell asleep
t hrough my testinony.

Any questions?

M5. CHILUKURI: Ckay. Thank you.
Thank you M. MFetridge. | have no questions.

|'d i ke to nove those Exhibits,

what's been nmarked as Exhibit 5 and 6 into
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evi dence, Your Honor.
JUDGE McCARTNEY: Any obj ections?
(No response)
JUDGE McCARTNEY: There bei ng none
noted, Exhibit 5 and Exhibit 6 are hereby
adm tted.
(Wher eupon, the above-
referred to docunents were
recei ved into evidence as
Exhibit Nos. 5 and 6.)
MR. MCFETRIDGE: Are you guys going to
|l et me of f easy?
JUDGE McCARTNEY: Sir, | know you're
hopeful. But I'Il ask it.
(Laught er)
JUDGE McCARTNEY: Are there any
further questions for this w tness?
MR. SPATE: Can | ask one question?
JUDGE McCARTNEY: Yes, sir.
MR SPATE: On one of the Exhibits.
JUDGE McCARTNEY: Pl ease identify

your sel f.
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MR. SPATE: Steven Spate. On the
yield for raisins 2000 through 2014, graph five.
And it talks about yield. It is nentioning a
green tonnage, not --

COURT REPORTER:  Sir, could you speak
in the m crophone, please?

MR. SPATE: On that graph five in the
yield that he just tal ked about under yield, he's
tal ked -- you've nentioned yield that varies from
11.4 down to 9.7 tons. That's green yield.

| just wanted to clarify that's not
raisins.

JUDCGE McCARTNEY: Ask the w tness.
You' re not testifying.

MR. SPATE: Huh? Okay. | just wanted
to clarify that that -- is that -- you don't
state anywhere the conversion to raisin tonnage.
And you just |leave a statenment that that yield.
But you don't refer to green tonnage wei ght.

MR. McFETRIDGE: That's correct.

MR. SPATE: Ckay.

JUDGE McCARTNEY: |'m confused by your
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guestion. So, it is green tonnage wei ght?

MR. McFETRIDGE: That's correct.

JUDGE McCARTNEY: All right. Thank
you.

MR. SPATE: Ckay.

JUDGE McCARTNEY: Any further
guestions of this w tness?

(No response)

JUDGE McCARTNEY: You're hereby
excused.

M5. CHI LUKURI: USDA does not have any
nore witnesses at this tinme, Your Honor. So, |
will let the industry proceed | think with their
first wtness.

Wul d that be Monte Schutz? Ckay.

JUDCGE McCARTNEY:  You have been
previ ously sworn?

MR SCHUTZ: Yes.

JUDGE McCARTNEY:  Yes.

VHEREUPCN,
MONTE SCHUTZ

was called as a witness by Counsel for the
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| ndustry and, having been first duly sworn,
assuned the w tness stand, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON
JUDGE McCARTNEY: Counsel, are you
prepared to proceed?
MS. CH LUKURI: Yes, we are.

JUDGE McCARTNEY: All right. Move

f or war d

MR. SCHUTZ: Ckay. Good norning
everyone. M nane is Monte Schutz. |I'ma third
generation grower fromthe -- a raisin grower

formthe Caruthers area.
| amcurrently the Chairman of the
Rai sin Admi nistrative Commttee since 2012. And
| have been a nmenber on the Committee since 2002.
I"malso the Chairman of the Raisin
Bar gai ni ng Association. Wich |I've been a nmenber
of that since 1992. And | also serve on the

California Raisin Marketing Board.

The production area of the California

rai sins consist of Fresno, Madera, Tul are, Kern,
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and Kings Counties. Wth the biggest production
in Fresno and Madera Counti es.

JUDGE McCARTNEY: All right, sir.
Because you do not have a witten statenment, we
must rely exclusively on the court reporter. So,
read nore slowy.

MR. SCHUTZ: Ckay.

JUDGE McCARTNEY: And articul ate very
clearly.

MR. SCHUTZ: Ckay.

JUDGE McCARTNEY: You nmay proceed.

MR. SCHUTZ: The industry has
approxi mately three thousand producers. The
average size farmis 42 acres. They range as
smal | as one acre to over five thousand acres.

The grow ng season begi ns Decenber 1
during the dormant period where we begin to prune
and tie the vines. This process takes roughly
about two and a half nonths through February 15.

Lat e February, early March, buds open
to new green little shoots. Smaller bunches can

be found and counted by early April.
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Bl oom normal | y happens mid My
dependi ng on the weather. And it can vary three
weeks. After bloomthe bunches are formed and
begin to grow and stretch.

The grapevi nes begi n verai son, which
means putting on the sugar or taking in sugar
usually by early July. Again, weather being a
factor.

And sugar content raises until optinmm
brix levels for good quality raisins. The
mnimumbrix level is 18. And any nunber higher
produces a good quality raisin.

The majority of the raisins in the
Central Valley are Thonpson seedl ess. Harvest
usual ly begins the third week of August.

There are two nmethods of harvest for
this variety. The traditional hand harvest. And
mechani cal harvest using a continuous tray
met hod. O her varieties such as Sel ma Pete and
Fiesta ripen sooner and can be harvested using
the dried on the vine nethod.

Ei t her way we only have a w ndow of
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eight to ten weeks to conpl ete our harvest of
over 300 thousand tons due to weat her and
concerns and drying tinme by early Cctober. For
Thonpson seedl ess that window is nore |ike six
weeks.

After harvest irrigation and nutrient
applications are done. Conpost and nanure are
applied as well post-harvest. This conpletes the
growi ng seasons as vines begin to go dormant in
Novenber .

The Raisin Adm nistrative Conmittee
was established in 1949. And was | ast anmended
under formal rul emaki ng on August 18, 1989.

The Raisin Adm nistrative Conmittee is
conpri sed of 35 nenbers representing producers,
ten nenbers representing handl ers of various
si zes, one nenber representing the Raisin
Bar gai ni ng Associ ati on, and one public nenber.

Menbers serve two year terns of office
that begin on May 1. W currently have 23
packers and 18 dehydrat ors.

Mar keting by the RAC is focused on
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provi di ng pronotional support for the 40 percent
or so of our annual production that is shipped
into export. Typically between 100 and 130

t housand netric tons each year

Mar keting activities are divided into
two different progranms. The Market Access
Program MAP, the Raisin Admnistrative Commttee
Grant Program and the Merchandi se Incentive
Program M P.

Under the MAP grant program the RAC
is able to support marketing activities in 18
countries across the globe. Wich are managed by
an eight in-country international representatives
and supervi sed by the RAC headquarters staff in
Fresno.

The annual MAP budget is typically
three to three and a half mllion dollars. And
the RAC contribution to the overall programis
about another two mllion dollars for a total of
about five mllion dollars.

Those countries supported by active

mar ket i ng canpai gns i ncl ude Denmark, Norway,
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Sweden, Finland, the UK, Gernmany, Mexico, China,
Hong Kong, Vietnam |I|ndonesia, Japan, South
Korea, Mal aysia, Philippines, Singapore, Taiwan,
and Thail and.

Supported prograns include
prof essi onal product devel opnent contests,
consumer sweepstakes, public rel ations canpaigns,
soci al nedi a canpai gns, educational and nutrition
canpai gns to teach the benefits of raisins,
support for sporting events such as narat hons,
famly runs, and even cooki ng contests.

Addi tionally, the RAC manages anot her
program cal | ed the Merchandi ses I ncentive
Program \Wich was created to encourage |oyalty
to California raisins by providing funds based on
pur chases and mar ket share achi evenents to
i nporters in countries in Asia.

This programis funded by the RAC at
about a mllion and a half dollars per year.
Results of this program have been consistently
good as California raisins enjoy inport market

shares in Asian countries between 50 to 95
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per cent dependi ng on the country.

| nporters use M P funds to nanage
their internally created prograns to benefit
their industrial and retail custoners.

California raisins can be stored up to
18 nmonths from date of harvest in a controlled
environnment either in stocks or in cold storage.

The rel ati onshi p between the packer
and the grower is essentially that between a
seller and a buyer. The producers, the grower of
the California raisins, there are nearly three
t housand of them

Once the project is grown and
harvested, the producers sell their raisins to
the 23 active handlers, also called packers. And
we al so have one narketing cooperative, which is
Sun- Mai d.

As far as the growing trends, the
pul l outs of vineyards continue due to | ow prices
and low returns. G owers have options to higher
revenue crops such as al nonds and citrus.

The current econom c health of the
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i ndustry is not strong. And that concludes ny
not es.
JUDGE McCARTNEY: Any further
guestions of this w tness?
MS. CHILUKURI: |'Il defer to AWS.
CROSS EXAM NATI ON
BY M5. SCHMAEDI CK:

Q Good norning. This is Melissa
Schmaedi ck, USDA. Thank you M. Schutz for your
t esti nmony.

| do have a coupl e of questions.
First for clarification. And then nore
substanti al questi ons.

You referred to a termcalled brix.

Coul d you --
A Bri x.
Q Brix. Could you spell that and

expl ain what that neans?

A [t's B-R-1-X
Q Um hum
A And all | knowis | have a

refractoneter. And it neasures the sugar content
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in ny grapes.
Q Ckay.
A And when | smash the grapes and the

juice onit, it reads this nunber and they're
called brix |evels.

Q Thank you. And then you nentioned two
varieties. And | wonder if you could spell the
nanes into the record for us.

| believe you referred to a Sel ma Pete

and then sonething starting with PS. |'m not
sure.

A Yes. The Selma Pete is SSE-L-MA P-
E-T-E.

Q Ckay.

A And -- oh, the other was -- what did

| mention? Fiesta.

Q Ch, Fi esta.

A Yes. Fiesta.

Q kay. | msunderstood that. Thank
you.

A And that's F-I-E-S-T-A

Q Okay. Thank you. And then you
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menti oned a couple of pronotion type prograrns.

One is the MAP, Market Access Program |Is that

correct?
A Um hum
Q And then the other is the MP,

Mer chandi se I ncentive Progran? |s that correct?

A The M P.

Q kay. And you nentioned that the MP
is funded by the RAC. |Is that correct?

A That's correct.

Q kay. So, if | understand how your
order works, the funding, is that sourced from

t he assessnents that are collected from nenbers?

A Yes.

Q kay. So, the MP programis funded
by assessnents. |s that correct?

A Ri ght.

Q Okay. Thank you. And | believe you

have two Exhibits that were handed out. Could
you explain to us the rel evance of these two
Exhi bi ts?

A "Il have to see them | didn't get
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one.
Q Oh, okay.
JUDGE McCARTNEY: Exhibit 7 and
Exhi bit 8.
MR. SCHUTZ: Ckay. Exhibit 7 shows
the total production for each crop year. The
val ue of the 100 -- this is back during the
reserve prograns.
So, you have the free percent and then
the reserve percentage. And then what the 100
percent return was to the grower based off the
RBA' s field price.
(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 7 for
i dentification.)
M5. SCHMAEDI CK:  Ckay. Thank you.
So, this information is not USDA data? It's
i ndustry data?
MR. SCHUTZ: Yes. |It's provided by
t he RBA.

MS. SCHMAEDI CK: Okay. And the RBA
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MR. SCHUTZ: The Rai sin Bargaining
Associ ati on.
M5. SCHMVAEDI CK: Great. Thank you.
And t hen your second handout here. |'Ill just
read it into the record for clarification.
It's called California Raisin
Mar keting Board Raisin Admi nistrative Conmttee.
It looks Iike a report with a picture of raisins
on it.
Coul d you tell us about that Exhibit?
(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 8 for
i dentification.)
MR, SCHUTZ: Well, this is produced
fromour State Order Marketing Board.
MS. SCHMAEDI CK:  Ckay.
MR SCHUTZ: The California Raisin
Mar keting Board. | believe it's our annual
report?

M5. ROTHVEILER: It's genera
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i nformation on the industry as a whol e.

JUDGE McCARTNEY: |'msorry. You're
not sworn in. The witness is the one who has to
testify.

M5. ROTHWEI LER: |'m sorry.

JUDGE McCARTNEY: And if he doesn't
know, then I'mnot sure is fine.

MR. SCHUTZ: Ckay. Sorry. | don't
know.

M5. SCHVAEDI CK: If you take a nonent
to look at it, is this docunent famliar to you?
Have you seen it before?

MR SCHUTZ: |'munder oath? No.

M5. SCHVAEDI CK:  GCh, you have not.
Ckay.

JUDCGE McCARTNEY: Take a nonent to
| ook at it. And perhaps you' ve seen the content
of it in other forns, other formats.

MR SCHUTZ: Yes. | nean --

JUDGE McCARTNEY: You're not going to
be held to every word of it. | think she's just

trying to explore your famliarity.
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|s that correct, counsel?

MS. SCHMAEDI CK: Correct. And the
pur pose of the content. For exanple, does the
content of this Exhibit explain in nore detai
i nformati on about the history and the operation
of the raisin industry?

MR SCHUTZ: Yes.

BY M5. SCHMAEDI CK:

Q And does it cover for exanple, the
processing of raisins after they're harvested?

A Yes.

Q And how about different varieties? |Is
that included in here? Perhaps on page nine?

A Yes.

M5. SCHMAEDI CK: Ckay. Thank you.

JUDGE McCARTNEY: |'m going to pause
a nonent here to rem nd representatives that you
can avoid this unpl easant feeling on behalf of
the witness by giving themtheir Exhibits ahead
of time when they're going to be asked to sponsor
t hem

And that goes for everyone in the
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room Lesson | earned. kay.

MR SCHUTZ: [|'Ill take the blame. It
was ne.

JUDGE McCARTNEY: It is no one taking
bl anme here. W're just trying to get a nore
orderly process. And we're all very happy we're
not sitting in your chair right now.

(Laught er)

JUDGE McCARTNEY: No bl are.

M5. SCHVAEDI CK:  Ckay. Well, thank
you, very much. | have no further questions.

JUDGE McCARTNEY: Are you noving for
t he introduction of those Exhibits?

MR SCHUTZ: Yes.

JUDGE McCARTNEY: All right. So, you
understand that you're the witness that they're
sponsoring this -- will be sponsoring these
Exhibits. And you' ve reviewed these docunents
and you're confortable with offering those into
t he record?

MR SCHUTZ: Yes.

JUDCGE McCARTNEY: Al right. No
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obj ections, they're hereby admtted.
(Wher eupon, the above-
referred to docunents were
recei ved into evidence as
Exhibit Nos. 7 and 8.)

JUDGE McCARTNEY: Any further
guestions for this wtness?

MS. CH LUKURI: Your Honor, | did have
one question just to clarify on the record. |
think you nentioned a term veraison?

JUDGE McCARTNEY: Pl ease identify
yourself for the record.

M5. CHI LUKURI: Rupa Chilukuri. Can
you tell us nore what that neans and how to spel
it?

MR SCHUTZ: Yes. Veraison is V-E-RA-
|-S-ON, | believe. And that is the process when
the grapes actually start taking on sugar and
mat uri ng.

M5. CHI LUKURI: Ckay. Thank you.

JUDGE McCARTNEY: Perfect timng.

(Laught er)
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MR SCHUTZ: Sorry.

JUDGE McCARTNEY: Any further
guestions for this wtness?

MR. McFETRI DGE: Yes, Your Honor.
Marc McFetridge, USDA

MR SCHUTZ: Yes.

BY MR MFETRI DGE

Q M. Schutz, you said that you were a
third generation grower. Thank you again for
com ng in today.

The Smal | Business Admi nistration
lists small growers as anybody that produces
annual receipts of |ess than $750 thousand j ust
for raisins. Wuld you classify yourself as a
small or a |arge grower?

A Lar ge.

Q Large, okay. Based on your expert
knowl edge bei ng Chairman of the Board, you said
t here was about three thousand growers.

Wul d you be able -- or would you feel
confortable to specify if you thought nost

growers were small or large? O do you feel that
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that's beyond your scope?

A | think it's changing. There used to
be a lot nore snmall growers. As tines have
gotten tougher, the larger growers are buying the
ranches fromthe smaller growers.

So, | think we're in a transition
peri od.

Q Okay. The Smal | Busi ness
Administration also lists for handl ers as anybody
havi ng annual receipts for raisins greater than
$7.5 mllion as being larger growers. And
anybody bei ng under that nunber being small
handl ers.

Wul d you feel confortable using your
expert opinion saying for the ten handlers on the
Board, if they're small or |arge?

A | would not.

MR. MFETRIDGE: All right. Thank
you. That's all the questions | have. Thank
you.

JUDGE McCARTNEY: Al right. No

further questions for this w tness?
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MS. SCHMAEDI CK:  Your Honor, | have
guesti ons.
JUDGE McCARTNEY: Melissa?
M5. SCHVAEDI CK: My apol ogi es.
Mel i ssa Schrmaedi ck, USDA. M. Schutz were you
i nvol ved in the discussions and deliberations
over the Proposals that the Raisin Adm nistrative
Committee is proposing today?
MR SCHUTZ: Yes, | was.
BY M5. SCHMAEDI CK:
Q kay. And to your know edge, are
t hese Proposal s understood by the industry
parti ci pants?
A Yes.
Q And have industry participants had the
opportunity to be involved if they so wish in
t hose di scussi ons?
A Yes.
Q And in your opinion, are these
Proposal s in general supported by those that
you' ve had di scussions with? |In general.

A In general, yes.
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M5. SCHMVAEDI CK:  Ckay. Thank you. No
further questions.

JUDGE McCARTNEY: Anything further for
this wtness?

(No response)

JUDGE McCARTNEY: Hearing nothing
further you' re excused. Al right. So, before
we nove forward with the next witness, | need to
establish a nore orderly process for those that
are conming into the room

Unl ess you have made an appearance on
the record, | do want you to sign in. You don't
have to sign in on the witness sheet that M.
Way is keeping for us.

But, | do want either a Notice of
Appear ance on the record or a sign in sheet.
Because | need to know who is in this room and
for what purpose. All right.

What's your preference, sir?

MR. SAHATJIAN. | think I'Il just come

and make ny appearance then. M nane's Richard -
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JUDGE McCARTNEY: And you nmay explain
why you're | ate.

(Laught er)

MR. SAHATJIAN:. Ch, | didn't know t hat
| had a time limt.

JUDGE McCARTNEY: Oh, yes. Yes.

Well, you know, 9:00.

VR, SAHATJI AN: Ckay. M nane is
Ri chard Sahatjian and 1'I|l be speaking as to two
of the Proposals this norning or this afternoon.
It just depends on when.

JUDGE McCARTNEY: All right. So,
you're a perspective wtness?

MR, SAHATJI AN:  Yes.

JUDGE McCARTNEY: All right. Thank
you.

MR. SAHATJI AN Thank you.

JUDGE McCARTNEY: All right. You may
proceed with your next witness. And let nme just
be clear here that we have adm tted Exhibits 7
and 8. | have ny copies back here.

Al right. So, to facilitate this
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process, the Exhibits should be nmarked and handed
the court reporter. And a copy should be made

avai l able to the witness, which is al so narked.

| don't m nd doing nmy own honmework and

mar ki ng ny own. But the court reporter and the
wi t ness shoul d have marked copi es.

O fers of assistance. Anyone here
wanting to volunteer to hel p hand out Exhibits?
|"msure will be appreciated.

Are we prepared to proceed?
VHEREUPQN,

DEBBI E PONELL
was called as a witness by Counsel for the
| ndustry and, having been first duly sworn,
assuned the w tness stand, was exam ned and
testified as foll ows:

DI RECT EXAM NATI ON

M5. POVNELL: M nane is Debbie Powell.

And 1'Il be giving testinony today. And | wll
be entering several Exhibits, including ny
testinmony. Wiich | believe is marked as Nunber

9. Dori, is that right? Ckay.
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(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 9 for
i dentification.)

M5. PONELL: Ckay. I|I'mthe interim
presi dent of the Raisin Administrative Committee,
RAC. | have worked 25 years with Marketing
Orders. Four with the Navel Val encia O ange
Adm nistrative Conmttee. And 21 with the Raisin
Adm nistrative Commttee, RAC

| am here today to testify on behalf
of the RAC to provide a brief summary of the five
proposed anendnents. Follow ng ny testinony,
other individuals will provide nore detail in
their testinony on each Proposal.

The RAC received a letter on July 16,
2015 from M chael Durando, Director of the
Mar keting Order and Agreenent Division informng
us the Supreme Court rules that the Raisin
Reserve Program consists of a taking under the
Fifth Amendnent.

As a result of this ruling, USDA
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notified the RAC that Agriculture Marketing
Service, AMS, would be scheduling fornal
rul emaki ng hearings to consider Proposals to
anend provisions in the Marketing Order rel ated
to the Reserve Program along with any other
changes recommended by t he RAC

The last time anendnents were made to
the Order was August 1989. On August 20, 2015,
M chael Durando attended an RAC neeting where he
spoke to the Coormittee on the results of the
Horne case. Stating that anmendnents are in the
wor ks to renove any reference to vol une contr ol
And that a hearing for formal rul enmaki ng woul d
take place in early My.

He encouraged the Industry to use this
opportunity to make ot her changes to the O der
t hat woul d benefit the industry now and/or in the
future

The RAC had previously organi zed a key
group of Conmittee nenbers to formwhat is
referred to as the Rul emaki ng Wor kgroup. The

Wor kgroup reports to the Administrative |ssues
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Subcomm ttee. Wiich then any notions are
ratified by the RAC
The Rul emaki ng Wor kgroup was changed
with reaching out to the industry to determn ne
what, if any amendnents should be nmade to the
Federal WMarketing Order.
The Wbr kgroup net six tines between
Oct ober 2015 and April 2016 to develop the five
proposed anendnents to the Federal Marketing
Order and the supporting testinony.
|"d like to enter into the record the
one, January 27, 2016 concurrent Adm nistrative
| ssue Subcommittee and RAC neeting mnutes with
attachnents that include the nine points
supporting the proposed anmendnents. And
believe that's marked as Exhibit 15.
(Wher eupon, the above-
referred to docunent was
mar ked as Exhibit No. 15 for
i dentification.)
JUDGE McCARTNEY: Was this the

docunent ?
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MS. PONELL: No.
l'i ke this.

MS. SCHVAEDI CK:
it's 15.

JUDGE McCARTNEY:

MS. POWELL:

JUDGE McCARTNEY:
Powel | .

M5. POWAELL: |'m
JUDGE McCARTNEY:
Exhibit we're | ooking at.

That's your direct testinony.

So,

76

It is -- it |ooks

Your Honor, | believe

Ch, 15 now?

On January 27, 2016 --

' msorry, M.
sorry.
| need to know whi ch

this is Exhibit 9.

M5. POWNELL: Yes.

JUDGE McCARTNEY: And Exhibit 10 is --
that would be -- and |ikew se the court reporter
has the appropriate identified copies? Do you

have your Exhibits? Al right. | want to nmake

sure.
MS. SCHMAEDI CK:  Your Honor, can we

just go on the record and go through the Exhibits

just to nmake sure everyone's on the sane pages

too? The Exhibit nunbers since there's so many

Neal R. Gross and Co., Inc.
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her e?

JUDGE McCARTNEY: Yes. Let's go off
the record for a nonent. Make sure everyone has
t he sane docunments nmarked in the sane way. And
then we'll go back on the record and we'll have
Ms. Powel |l wal k us through which docunents.

Then you can refer to the docunents in
your testinony. That way everyone can be | ooki ng
at the sane thing.

kay. That's a good suggestion now.

(Wher eupon, the above-entitled matter

went off the record at 10:11 a.m and

resunmed at 10:14 a.m)

JUDGE McCARTNEY: Okay. Are we ready
to go back on the record?

MS. SCHMAEDI CK:  Yes.

JUDGE McCARTNEY: All right. So, what
|"d like you to do then Ms. Powell, is just very
briefly go through the Exhibits that you are
sponsoring with the Exhibit Nunmber and sone
i dentifying descriptive remark.

And then we'll turn your attention to
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your testinony about the docunments. Al right?
M5. POWELL: Um hum Ckay. So, --
JUDGE McCARTNEY: Exhibit 9.
MS. POVNELL: As | stated earlier,
Exhibit 9 is ny testinony that |1'll be giving
today. Exhibit 10 is a Marketing Policy and
| ndustry Statistics for the Crop Year |ast year

believe, or we'll call it 2015.

And it's basically a snapshot of what

we did during that crop year.
(Wher eupon, the above-

referred to docunent was

mar ked as Exhibit No. 10 for

i dentification.)

M5. POVNELL: The sane thing in Exhibit

11. It's the sanme thing for the 2014 year.
(Wher eupon, the above-

referred to docunent was

mar ked as Exhibit No. 11 for

i dentification.)

M5. POVWELL: Exhibit 12 the sane thing

for the 2013 year.
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(Wher eupon, the above-
referred to docunent was

mar ked as Exhibit No. 12 for
i dentification.)

MS. POVWELL: Exhibit 13, the sane
thing for the 2012 year.

(Wher eupon, the above-
referred to docunent was

mar ked as Exhibit No. 13 for
i dentification.)

M5. PONELL: And 14, the sane thing
for the 2011 year. W went back five years to
provi de that for the Court.

(Wher eupon, the above-
referred to docunent was

mar ked as Exhibit No. 14 for
i dentification.)

MS. POWNELL: Exhibit 15 is the
concurrent Adm nistrative |ssue Subcomm ttee and
RAC Committee M nutes for January 27, 2016. And
in that | believe are the nine points that we

recommended for the USDA hearing today and the
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anmendment process.

The m nutes of the Raisin
Admi ni strative Conmttee April 14, 2016 is
Exhibit 16. And | believe that is the m nutes
that -- or the neeting that we just held to
request a nodification to the continuance
referendum That has the information in there
for that.

(Wher eupon, the above-
referred to docunent was

mar ked as Exhibit No. 16 for
i dentification.)

MS. POVWELL: The mnutes of the
California Raisin Marketing Board, April 14,
2016, Exhibit 17, contains a resolution fromthe
California Raisin Marketing Board in support of
the crop research anendnent for the RAC.

(Wher eupon, the above-
referred to docunent was

mar ked as Exhibit No. 17 for
i dentification.)

M5. POWNELL: Any questions? Ckay.
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JUDGE McCARTNEY: Are there any
objections to the adm ssibility of these
docunent s?

MS. CHI LUKURI:  No.

JUDCGE McCARTNEY: The docunents are
her eby adm tted.

(Wher eupon, the above-
referred to docunents were
recei ved into evidence as
Exhi bit Nos. 9, 10, 11, 12,
13, 14, 15, 16 and 17.)

JUDGE McCARTNEY: Do you wish to
provide further testinmony with respect to the
docunent s?

MS. POVELL: Pl ease.

JUDGE McCARTNEY: You may proceed.

M5. PONELL: On January 27, 2016, a
concurrent neeting of the Adm nistrative |Issues
Subconmittee and the RAC was hel d where the five
i ndustry supported proposed amendnents were
presented, discussed and voted upon.

Two additional notions were al so nade
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regardi ng the USDA Proposals. One unaninously in
favor of USDA's renpval of any reference to
reserve or reserve pool |anguage in the narketing
order. And one that unani nously opposed any
recommendati ons by USDA on termlimts for the
RAC

The RAC voted unaninously for the
foll owi ng four proposed anmendnents. Separate
nom nati ons for independent grower nenber seats
and i ndependent grower alternate nmenber seats.

The RAC has had nultiple vacancies for
the past five terns. 2006 to 2008 16 nenbers al
filled and 16 alternate nenber, 12 were vacant.
2008 to 2010, 14 nenbers all filled and 14
alternate nenbers, 13 were vacant.

2010 to 2012, 15 nenbers, one was
vacant and 15 alternate nenbers, 14 were vacant.
2012 to 2014, 16 nenbers all filled and 16
alternate nenbers, 14 were vacant.

2014 to 2016, 15 nenbers all filled
and 15 alternate nenbers, 11 were vacant. |In an

effort to encourage increased participation, it
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has been thought that by all ow ng separate
nom nati ons for nenbers and alternate nenber
seats, it would encourage participation by those
who wish to sit on a specific side only.
Currently independent producers, non
RBA and Sun-Mai d producers, nomi nations are held
for three districts. District One and Two has
one menber and one alternate each for the
2014/ 2016 term
The | argest District, Fresno County,
for the 2014/ 2016 term there are 13 nenber and
13 alternate nenber seats. Nanes are provided in
t he nom nation process and placed on a ballot.
The ballots are mailed to all
i ndependent producers who vote within their own
district according to where their farmis
| ocated. An exanple for District Three, if 13
seats for nmenbers and 13 seats for alternate
menbers are avail abl e, you woul d hope to receive
at least 26 different nomnees to fill all
posi tions.

However, in nbst cases there are too
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few nom nees to fill both menber and alternate
menbers seats. |If 20 nanes are on the one
ballot, with only 13 nmenber seats avail able, the
i ndependent producer would vote for no nore than
13 names to fill the 13 nenber seats.

When tabul ating the votes according to
Section 989.29(2)(ii), the producer receiving the
hi ghest nunber of votes shall be designated as
the first nmenber nom nee. The second hi ghest
shal|l be designated as the second nenber noni nee
or alternate nenber nom nee as the case may be,
until all nom nees for all menber and alternate
positions have been fill ed.

In other words, the top 13 who receive
the nost votes will hold a nenber position. And
the remai ning seven woul d hold alternate nmenber
positions. Wich would | eave six vacant
al ternate nenber seats.

I f the proposed anendnent passes,

i nstead of a single ballot for all nom nations as
is currently done, there would be two separate

ballots. One for nenbers and one for alternate
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menbers.

Nunber two, quality regulation. This
is the second anendnent that we're proposing.

This would add quality to the list of
attributes that can be regul ated under the O der.
Currently quality is nentioned in severa
sections of the O der.

However, the authority to regul ate
guality is not expressly stated in the handling
sections of the Order. This would provide
flexibility to neet future regul atory needs of
the industry. An exanple, it's been contenpl at ed
to inplenment testing for okra toxin.

The third Proposal that we're -- we
want to anmend woul d be different regul ations for
di fferent market destinations. This would give
authority for the Cormittee to establish
different grade, quality or condition regulations
for different nmarket global destinations allow ng
for different quality or grade standards to be
applied to various gl obal narkets.

This authority would allow the
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Committee to devel op regulation for product that
is best suited for a particul ar nmarket
desti nati on.

Nunber four, production research.
This would give authority to the RAC to conduct
production research, otherwi se referred to as
crop research. A collective effort is the only
way to address the ongoing challenges the
i ndustry faces, pest, water issues related to
drought, new varietal devel opnent, et cetera.

The RAC would initiate research only
in the event the CRB ceases to exist or is not
financially able to fund the work.

The foll owi ng anmendnent was first
proposed by USDA. And the RAC opted to take
ownership so the terns of the Proposal woul d best
fit the needs of the industry.

This woul d be the continuance
referendum Currently there is no continuance
referendum This anmendnent to the order will
provide the industry a voice in determning if

the Order is favored by its constituents.
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When the details of this Proposal was
first developed in the Rul emaki ng Wor kgroup, the
recommendati on was no | ess than five years and no
| ater than six years of the effective date of
this part. The Secretary shall conduct a
referendumto ascertain whet her continuance of
this part is favored by producers.

Subsequent referenda to ascertain
continuance shall be conducted every six years
thereafter. This recommendati on was taken to the
concurrent Adm nistrative |Issues Subconmttee and
RAC neeting on January 27, 2016.

When this recommendati on was
presented, there was nuch di scussi on and sever al
anended actions that resulted in a change to the
nunber of years in which the referenda woul d be
initiated. No |less than two years and no | ater
t han six years.

The final vote was not unani nous.

Si xteen yeses and ten nos. In that sane neeting
it was noted under other business the follow ng.

Di scussion foll owed regarding the Order in which
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t he Proposal s had been present ed.

Consensus was that had the first
Proposal on the continuation been last, the
di scussi on night have gone a very different way
Wi th a nore unani nous vote. The referencing
bei ng there may not be enough tinme to inplenent
Proposal s One through Four within the two-year
period that the first referenda woul d take pl ace.

At this time the RAC would like to
request a nodification to the original Proposal
Conti nuance Referenda. And change the | anguage
to read, as was originally recommended by the
Formal Rul emaki ng Wor kgroup, to the concurrent
Adm ni strative |ssue Subcomm ttee and RAC neeti ng
on January 27, 2016.

No | ess than five years and no | ater
than six years of the effective date of this
part, the Secretary shall conduct a referendumto
ascertain whether continuance of this part is
favored by producers.

Subsequent referenda to ascertain

continuance shall be conducted every six years
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thereafter. The RAC net again on April 14, 2016
and voted unani nously to nmake the above change.

Again, I'd like to enter into the
record those mnutes. And that would be the
Nunber 16, April 14. And also in support of the
crop research one, their anendment nunber 17,
which is the California Raisin Marketing Board.
And as stated earlier that has the resol ution
CRMB i s supporting that.

And ny last thing | tal ked about
earlier was the Marketing Policies. | submtted

five of those by year. And again that's just a

conpi l ati on of what happens at the RAC each year.

And this concludes ny testinony.

JUDGE McCARTNEY: All right. W're
going to take a nonment and cross-reference with
t he Exhi bit nunber.

MS. POVELL: Um hum

JUDGE McCARTNEY: (Okay. So, the RAC
41416 - -

MS. POWELL: That's Nunber 16.

JUDGE McCARTNEY: G ve it Nunber 16.
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It's been offered and accepted, admitted into
evidence. Al right.

CRMB 41416, what's the correspondi ng
Exhi bit Nunmber for that one?

M5. POWELL: Nunber 17 is the -- yes,
California Raisin Marketing Board, Nunmber 17.
That one, it |ooks |ike.

MS. CHI LUKURI: The last Exhibit in
t he sequence?

JUDCGE McCARTNEY: | don't think I have
a Nunber 17. | have a -- oh, | do. Al right.
Thank you.

M5. POWNELL: And then the Marketing
Policies are Nunbers 10 through 14. 2015 is
Number 10, 2014 is Nunber 11, 2013 is Nunber 12,
and 2012 is Exhibit 13, and 2011 is Exhibit 14.

JUDGE McCARTNEY: So, Exhibits 10
through 14 are referring the RAC Marketing
Pol i ci es?

MS. POWELL: Yes. The nunber three in
ny testinony, yes.

JUDGE McCARTNEY: (Okay. So, where is
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Exhibit 15 referenced in this |isting?

MS. POWELL: That is in the front of
ny testinony right here.

JUDCGE McCARTNEY: | see. You will
thank me for this later.

MS. POWELL: ©Ch, | do.

JUDCGE McCARTNEY: Because if |'m
confused, | assure you the reviewing Courts wll
be confused. Because |I'm here.

Al right, so this is Exhibit 15. Al
right. And this is the total nunber of Exhibits
that you are sponsoring. And they have been
of fered and they have been admtted into
evi dence.

MS. POWELL: That's correct.

JUDGE McCARTNEY: All right. Are
there any further questions for this wtness?

(No response)

JUDGE McCARTNEY: All right. W are
right at the 10:30 mark. W have two choices
here. W can nove forward dependi ng on your

estimated tine frame for exam nati on.
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O we can pause and take a break and
reconvene. What tinme frane are we | ooki ng at
here for your exam nation?

| don't want to rush you. | just want
to bring to your attention the break point.

M5. SCHMVAEDI CK: | woul d say maybe ten
m nut es.

JUDGE McCARTNEY: Do you want to
conti nue or break now? The w tness woul d choose
to continue.

CROSS EXAM NATI ON

BY Ms. SCHMAEDI CK:

Q Mel i ssa Schmaedi ck, USDA. Thank you
for your testinony. | do have a coupl e of
guestions. Again, mainly for clarification and
t hen for substance.

Early on in your testinony, so this is
-- I"'mreferring back to Exhibit 9, your witten,
prepared statenment, you nmade a nention of nine
points. Can you tell ne what nine points are?
And why they were devel oped?

A The nine points which are in the
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M nutes of the Concurrent Adm n | ssue

Subcommi ttee and Rai sin Adm nistration Comm ttee,

Exhi bit 15.
Q Um hum
A And | believe those are the form

rul emaki ng justification of the Proposals. So,
those -- we did nine points for each of the
Proposal s that we're asking for.

Q And when you say justification, does
that justification include for exanple how t hose
Proposal s m ght benefit the industry?

A Correct.

Q Okay. Do those Proposal s al so include
any type of consideration for snall businesses
and potential inpacts?

A | believe so.

Q Okay. Thank you. M other question
for clarification would be on the third page of
your testinony under Proposal Nunber Two, quality
regul ati on.

You nention the termokra toxin. Can

you just very briefly explain what okra toxin is?
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For exanple is it a fungus or a --

A Yes.

Q Oh, okay. Thank you. So, in terns of
general questions, you nentioned this Wrkgroup.

Were you involved in all of the neetings of the

Wor kgr oup?

A Yes, | was.

Q Okay. And what was your role at those
nmeeti ngs?

A As the InterimPresident and General
Manager, just to put -- get the constituents in

t he room and di scuss what M. Durando had ask of
us, to put together any ideas we have of amendi ng
t he Marketing Order.

Q And in your opinion, were those
neetings proactive in terns of participation and
fol ks bei ng engaged in exploring potenti al
amendnents to the Order?

A Yes, very.

Q kay. \When you spoke about Proposal
Nunber One, which is nom nation, separate

nom nations for independent growers, the menber
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seats and then the alternate nenber seats, do you
have any direct experience in the process of
recei ving nom nations, processing those

nom nati ons?

A Yes, | do.

Q And what is your role in that
capacity?

A | conduct the nom nations.

Q You conduct the nom nations. kay.
So, in your experience, has there been -- has it

been challenging to find individuals who are
willing to participate?

A Yes.

Q And what types of things do you do to
seek out new fol ks?

A Vell, first we put out a notice to all
t he non- RBA, non-Sun-Maid growers. And we send
sonmething to their house telling themthat we're
going to have the nom nati ons.

W put in the Fresno Bee. W put it

in the Business Journal. W put it on our

websi t e. Put it out there as nuch as we can to
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| et them know that it's out there.

And t hen when we have our neeting
together we hold it for an hour. So, -- and we
give themplenty of tinme to get there. And then
conduct the nom nee process.

Q Thank you. And as | understand what
you' ve expl ained in your statenent here, is it
possi bl e that the uncertainty of know ng whet her
an individual would end up as a nmenber versus an
alternate, is that uncertainty perhaps causing a
rel uctance to participate?

A It coul d.

Q So, does this Proposal sort of explore
an option to alleviate that situation?

A Yes, it does. Because you would have
two separate ballots rather than one.

Q So, if I'munderstanding correctly,
the Proposal would, if it were inplenented,
sonmeone woul d know in advance if they were going
to be a nomnee for a menber seat versus a
nom nee for an alternate. They woul d know t hat

i n advance?
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A That's correct.

Q Rat her then currently is it kind of an
unknown?

A Yes.

Q It depends on the votes?

A Um hum

Q kay. Thank you. Wth regard to your
stat ement on Proposal Nunber Four, production
research. 1t's on page three of your statenent.
You nentioned a neno by the CRMB. | believe

that's the California Raisin Marketing Board, is

that correct?

A Um hum

Q Way is this neno inportant?

A The resolution of that?

Q Yes.

A | think it's letting -- if the -- |

think it's letting everybody know that the CRMB

as it exists today is conducting that research.
But, if they go away or sonething

happens and they're not able to do it and don't

have the funds for it that the RAC could do it.
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And it would continue the crop research that is
so inportant to the industry.

Q So, would this nenpo or the resol ution
i ndicate that the State programis in support of
the RAC s Proposal to have this authority?

A | believe so, yes.

Q And they don't -- in your opinion,
they don't believe it to be a position of
conpetition?

A No. Because it would only happen if
the CRB did not have the funds or ceased to
exi st .

Q Thank you. And will there be other
W t nesses that speak to this issue?

A Yes.

Q Okay. Thank you. The | ast question
| have is regarding the continuance referenda.
And you expl ained that over the course of the
past couple of nonths there's sort of been a
switch fromwhat the Workgroup had originally
proposed, the five years, too then a two years,

whi ch was approved by the full RAC

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

99

And then it was sort of sw tched back
to the five. And ny understandi ng based on your
statenent is that the switch back to the five, is
t hat because the industry believes that it needs
nore tine to see if these Proposals are worKking?

A That's correct.

Q In the event that they're accepted and
i mpl ement ed?

A Yes.

Q kay. And then again, just to
clarify, in your statenent you do have sone
alternate | anguage. |Is that the | anguage that
you woul d li ke to see adopted?

A Yes.

M5. SCHVAEDI CK:  Ckay. Thank you. |
have no further questions.

JUDGE McCARTNEY: |s there anything
further for this w tness?

M5. CH LUKURI: Yes, Your Honor. So,
|"d just like to clarify for the record, |
understand the way that you've listed your

Proposals, it's different then what's in the
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Notice of Hearing.

So, | think Ms. Schmaedick referred to
a Proposal One. But that's different then what's
in the Notice of Hearing. So, | wanted to
clarify that for the record.

MS. POWELL: | believe so.

MS. CHI LUKURI: | also had another --

JUDGE McCARTNEY: Well, you clarified
it by nuddying it. So, --

(Laught er)

JUDCGE McCARTNEY: It's an excellent
point. And | want the witness too cross-
reference so that a reviewing authority can
fol |l ow whi ch Proposals you were addressing.

MS. POWELL: \When | tal ked about the
nom nations, in ny notes, that is nunber one.

And | don't renenber what that was in the Federal
Regi st er.

Okay. Nunber one in the Federal
Regi ster is production research. In mne it's
nunber five.

COURT REPORTER:  Excuse ne, could you

Neal R. Gross and Co., Inc.
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speak into the mc.

M5. POVNELL: In the Federal Register
the crop research is nunber one. In ny testinony
it's nunber five. Nunmber two is nominations. In
ny testinony it's referred to as nunber one.

Nunber three is authority to regul ate
guality. In mne it's nunber two, my testinony.
Nunber four is establish different regul ations
for different markets. In mne it's nunber
three, ny testinony.

And nunber five is the continuance
referenda. And in mne it's the continuance
ref erenda, nunber five. So, one out of five.

M5. CHILUKURI: Ckay. Thank you.

JUDGE McCARTNEY: Thank you for that
clarification.

M5. CHI LUKURI: And on page two of
your testinony, near -- this is the second
par agraph up. You say when tabul ating the votes
according to Section 989.29(2)(ii), | just want
to clarify the section and make sure that it's

correct.
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M5. POWNELL: Yes.

BY M5. CHI LUKURI :

Q So, can you take a |look at the Notice
of Hearing, in that Proposal? | would think that
it would be 989.29(b)(2) and then (ii).

So, let ne know if you agree with
that. And this is Proposal Nunmber Two in the
Notice of Hearing, relating to i ndependent grower
menber seats and i ndependent grower alternate
menber seats.

A Ri ght. Correct.

Q kay. Thank you. And turning to
Proposal Nunber One, relating to production
research. That's on the next page of your
t esti nmony.

You state the RAC would initiate
research only in the event the CRVB ceases to
exist or is not financially able to fund the
work. Can you talk a little bit nore about
whet her or not either of those situations, either
ceasing to exist or not being financially able to

fund the work, whether or not it's em nent?
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A Vell, we just went through the CRMVB,
the California Raisin Marketing Board just went
t hrough a referendumand it passed. So, for
anot her five years.

So, -- but what is also happening is
we have a few |l awsuits pending. So, we have not
col l ected assessnents in three years? 1In three
years. So, we're basically operating on our
reserve cash that we have in there.

So, with the passing of that, the
Committee -- or the Raisin Marketing Board wl|
neet again and deci de what we're going to do
novi ng forward.

If the hearings that -- or the
| awsuits that go through, if we don't win, then
we'll appeal. |If they win then, you know, appeal
back and forth.

So, it could be two to three years
from now when we do that. So, that's why we may
not have the funding. But, if that happens, the
RAC mi ght have it and vote it in.

So, then that's what's neant by that.
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Q kay. Thank you. And just to
under stand, you testified about RAC s Proposals.
And you nentioned USDA' s Proposals as well. But,
"' m going to ask agai n.

What is your understanding of the
i ndustry's position on USDA Proposal Six relating
to the renoval of the reserve pool and vol une
control authority?

A | think they're supporting that. To
elimnate it.

Q And what is your understanding of the
i ndustry's position on Proposal Seven relating to
termlimts?

A They are opposing that.

Q kay. And are there any -- do you
have any idea as it relates to the industry's
position on Number Ei ght?

A No.

M5. CHILUKURI: Okay. GCkay. Thank
you very much
JUDGE McCARTNEY: |s there anything

further for this wtness?
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(No response)

JUDGE McCARTNEY: Hearing nothing
further, you' re hereby excused. All right. So,
we're going to take a 15 mnute recess. |'mjust
going to make it 20 because no one's going to be
here in 15 m nutes.

(Laught er)

JUDGE McCARTNEY: So, we will
reconvene at 11:00.

(Wher eupon, the above-entitled matter

went off the record at 10:40 a.m and

resunmed at 11:00 a.m)

JUDGE McCARTNEY: We're ready to nove
forward with the next w tness.

Wul d you please identify yourself,

MR SPATE: I'm Steven Spate, a grower
and al so Rai sin Bargai ning Associ ati on G ower
Represent ati ve.

JUDGE McCARTNEY: All right. And |
understand that you will be sponsoring severa

exhibits today. Could you identify those for ne?
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MR. SPATE: Yes. Exhibit 18 is a copy
of my testinony.

Exhibit 19 is the Annual Report for
the California Raisin Marketing Board.

And the reason for these is to
reference crop production research as noted in
each of these reports in order that I'll nmention.
So it gives you exanples of the type of
production research that we're proposing to
i npl enent at the RAC when needed.

So anyway, the Exhibit 20 would be the
2009- 10 Annual Report for the California Raisin
Mar ket i ng Boar d.

The Exhibit 21 is the '10-'11 Annual
Report, Annual Report.

Exhibit 22 is the '11-'12 year.

Exhibit 23 is the '12-'13 year.

Exhibit 24 is the '13-'14 year.

And Exhibit 25 is the '14-'15 crop
year.

(Wher eupon, the above-

referred to docunents were
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mar ked as Spate Exhibits 18
t hrough 25 for
i dentification.)
JUDGE McCARTNEY: Al right. Mving to
Exhibit 18, | understand that's your statenent.
MR. SPATE: Yes, it is.
JUDGE McCARTNEY: Do you wish to
proceed with that?
MR. SPATE: Yes.
VHEREUPCN,
STEVEN R SPATE
havi ng been previously duly sworn, was called as
a W tness here, and was exam ned and testified as
follows:
TESTI MONY OF STEVEN R SPATE
MR. SPATE: Again, |I'm Steven Spate.
And this is ny testinony in regards to the RAC
Formal Rul e Proposal Nunber 1.
JUDGE McCARTNEY: And you have been
previ ously sworn?
MR. SPATE: Yes, | have.

JUDGE McCARTNEY: Conti nue.
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MR. SPATE: And this is to allow for
production research at the RAC

Again, |I'm Steve Spate, currently the
Chai rman of the California Raisin Marketing
Board, CRMB, the past Research Subcomrittee
Chairman of the CRVMB. |'malso a nenber of the
Rai sin Administrative Commttee. And also an
enpl oyee of the Raisin Bargaining Associ ati on,
the RBA, where ny position as grower
representative has nme in close contact with the
needs of our grower base. Also, and nost
importantly, I"ma third generation raisin
grower, currently farm ng over 200 acres of
grapes for raisin production.

The purpose of this proposal, which |
support, is to give the RAC the ability to
conduct crop production research, not as the
primary source, but only in the event that the
CRMB either ceases to exist or is not in a
position financially to support that activity.
The raisin industry is in a situation where

i nportant research projects are not being
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proposed to the industry due to | ack of funding
fromthe raisin industry as a whol e.

The CRMB woul d be the normal funding
source for industry-w de support of inportant
crop production research up until approxinately
three years ago when assessnents were suspended
awaiting the results of litigations the Board is
currently undergoi ng.

Al so, the CRMB currently has a
ref erendum every five years. |If the CRMB ceases
to exist, the industry would | ose the ability on
a collective effort to continue crop production
research. And, in fact, with no current budget
at the CRMB to fund projects, we are not able to
support inportant production research that woul d
be val uable to the industry as a whole.

One key item | believe you should
under stand, research does not happen w thout sone
financial support, and growers individually are
not in a position to support research.

What this proposal would allow is for

the RAC to set up simlar criteria where requests
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for proposals would be sent out in certain
categori es of need such as devel opnent of

i nproved raisin grapes for nechanical harvest,
i ncluding types resistant to powdery ni | dew
nemat ode-r esi stant rootstocks; early ripening
varieties; control of pests, including vine
nmeal ybug; weed control; al so water nanagenent,
fertilization, just to nanme a few.

Future research could potentially

pestici de usage or possibly safer and nore

economi cal products.

new variety were discovered with the potenti al

t he mar ket pl ace.

the CRVMB Research Comm ttee board nenbers are

Neal R. Gross and Co., Inc.

i mpact growers in nultiple ways, such as reduced

Also, in regards to labor, if a viable

to

be harvested with fewer | aborers needed, it would
help all growers farmthe crop nore economcally

and al so keep the price of raisins conpetitive in

If this proposal were to be accepted
and went to inplenentation, | believe it would be

a very easy process to transition, since many of

110

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

al so on the current Raisin Adm nistrative
Committee, and they are famliar with the
procedures of requests, budgets and

i npl enentation of research projects. The RAC
woul d establish a budget for research and the
USDA woul d have oversi ght.

| f assessnent rate needed to be
i ncreased to cover the costs, it would go through
the RAC Committee, then rul emaking as well as
public comment prior to inplenentation.

On April 14th, 2016, the California
Rai si n Marketing Board voted and unani nously
passed a resol ution supporting these efforts by
the RAC. This is the resolution:

The CRMB is in support of the efforts
of the Raisin Adm nistrative Conmittee to include
a provision in the Federal Marketing O der 989
for approved production research in the event
that CRVMB may cease to exi st or does not have the
budget funding to support production research
efforts. The CRMB feels strongly the need to

have i nportant production research funded into
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the future on a collective, industry-w de basis,
and believe this will not take place w thout w de
i ndustry support by either the CRVMB in our
wor ki ng capacity or the RAC, who is al so an
organi zed i ndustry group that could facilitate

t he ongoi ng needed research efforts.

On a final point, the best way to
financially support production research is froma
br oad- based group. And RAC is the best
alternative if CRMB is unable to fund the future
resear ch.

Thank you.

JUDGE McCARTNEY: Did you have any
addi ti onal comments you wanted to make regardi ng
any of the other exhibits that you are
sponsori ng?

MR. SPATE: | wanted to kind of go into
you have nmultiple itens in here that are copies
or exanples of the type of research that we would
|ike to have the ability to do and continue to do
for production research. But one | would like to

ki nd of expound on that | didn't put in ny
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coments is we currently have a new variety
that's recently been released; it's called
Sunpr ene.

And it's really evident that the needs
of the industry for further research on that
item on howit perforns on different rootstocks
and different canopy nanagenent systens is very
i mportant to the industry. And, in fact, it's,
it's not being funded right now. And so
bel i eve that growers could nmake m stakes in how
that is put on rootstocks or even potentially
overcropped. And it nmay not dry on its own as
it's been rel eased to do.

So | believe that's one specific
i nstance where we're losing the ability currently
to fund an inportant project.

JUDGE McCARTNEY: Are there any further
guestions for this wtness?

EXAM NATI ON ON BEHALF OF USDA, AMS

MS. SCHMVAEDI CK: Mel i ssa Schmaedi ck,

USDA. Thank you for your testinony. Thank you

for joining us today.
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So in your statenent you have nade a
reference to the Rai sin Bargai ning Associ ati on,
RBA. Could you briefly explain what the RBA is
as an organi zation? |'mnot famliar with it.

MR. SPATE: Well, the Raisin Bargaining
Association is a group of growers that joined
t oget her to, one of the key focuses, to price the
rai sin product each given year with the
processors that handl e the product. And we al so
sit on the various conmttees, including RAC and
CRMB, where other inportant decisions are nmade
that inpact the industry.

MS. SCHMAEDI CK: Okay.

MR SPATE: We are a grower group, a
grower cooperative of growers just.

M5. SCHVAEDI CK: And so you nenti oned
that you're a grower representative.

MR. SPATE: Uh- huh.

M5. SCHMVAEDI CK: And that you, you
state that you are in close contact with the
needs of the grower base. Wat types of

activities? How does that happen?
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MR. SPATE: Well, in comunication with
growers as they call and referencing what itens
are going on in the industry. And |I'm al so out
in the field neeting with our growers on
i ndi vi dual basis, as needed. I|I'malso in
recrui tment of new growers who are independent
growers.

So ny job is to basically take in
i nformation fromgrowers and bring back to our
board of directors anything that's inportant at
the tinme, so. That's nore, take calls from
growers on their concerns.

M5. SCHMAEDI CK: Thank you.

And so based on your interaction with
t he grower base woul d you say that the growers
are aware of the proposal for production
resear ch?

MR. SPATE: Yes.

M5. SCHMAEDI CK: And how has, in your
opi ni on how has that proposal been received? |Is
it supported?

MR. SPATE: Yes. |It's been supported
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based on the fact that growers are very concerned
that we, we are at a time right now w t hout
fundi ng on the CRMB side because of budget
concerns that we're, especially in regards to
certain itens that need research right now t hat
we just don't have the ability to fund as an

i ndustry group.

M5. SCHVAEDI CK: Right. And on that
subject, | think you nade sone references but
just to clarify, are there current research
projects that have essentially been suspended
because of |ack of funding?

MR. SPATE: Yes. They have just terned
out. So we just, | don't think we have any
current proposals going through on the research

si de.

&

SCHVAEDI CK: And you mentioned a
new variety. | believe it was Sun Creanf
SPATE: Sunpr ene.

SCHVAEDI CK:  Sunprene?

SPATE: Uh- huh.

5 2 » D

SCHVAEDI CK: Coul d you spell that,
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pl ease?

MR SPATE: S-U-N-P-RE-ME.

M5. SCHVAEDI CK: P-R-E-M E. Thank you.

And |'mjust curious, you nentioned
somet hi ng about a concern, a concern over the use
of this new research, but the potential for it to
be inproperly used. |s that because of an
educati onal conponent that's |acking?

MR. SPATE: It is. The new variety was
devel oped to dry on its own without the need to
cane cut it. It was developed on its own root so
it hasn't been tried on rootstocks, nor has it
been tried on various canopy systens.

And so the issue is sone growers may,
when it's available, put it on a rootstock that
t hen changes the trait and it doesn't dry on its
own. The whole reason for the new variety is to
try to reduce | abor and nake it an easier process
to dry the grape on its own. So if we put it on
either a larger canopy systemit nay have an
i npact on how that functions, and it nmay not do

as it was, so to speak, as it was designed and
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devel oped to do.

M5. SCHMAEDI CK: So would it be
accurate to conclude that because this research
has been sonmewhat suspended m dway and that the
outreach and educati onal process has not been
fully realized that if this proposal were to be
i npl enented it would have a very direct benefit?

MR. SPATE: It could have a very direct
i npact dependi ng on how quickly it could be
i npl enented. | nmean | think even at today's tine
there could be potential m stakes nade by growers
in the industry if they put it on different
rootstocks or different trellis systens. But
that research still needs to be done.

M5. SCHMAEDI CK: And anot her questions
| have is, on the first page of your statenent it
says, "One key item | believe you shoul d
under stand, research does not happen w thout sone
financial support. And growers individually are
not in a position to support research.”

So to ne this indicates sone sort of

i nportance to the collective action that occurs
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under this program Can you give an opinion on
t hat ?

MR. SPATE: That's absolutely. | nean
growers are not financially in a position to, to
devote dollars individually to this type of
research. It's costly and you need a grower
group with a funding nechanismin order to fund
that type of research

M5. SCHVAEDI CK: And in your opinion
does this type of collective action also have
very direct benefits to perhaps smaller business
entities who are perhaps nore at a di sadvant age?

MR SPATE: It could. | nean because
it's, inthis if it has inpacts to the anount of
| abor needed in the future it definitely could
have i npacts to help both |Iarge and snall
growers. But it potentially could have a greater
i mpact, in a positive way, to the snmall grower.

M5. SCHMAEDI CK: Thank you.

And ny | ast question is about the,
sort of the funding process. On page 2 of your

statenment you say, "The RAC woul d establish a
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budget for research. USDA woul d have oversight.
| f assessnent rate needed to be increased, it
woul d go through a process."

So is that currently how the
California Raisin Marketing Board operates?

MR SPATE: Yes. W, we operate on an
assessnent base and then go through budgets to
establish a certain anount of budget funding for
research proposal s ongoi ng.

M5. SCHMAEDI CK: And so in your opinion
this process, the process that you currently
foll ow under the state program woul d be the sane
under the federal progranf

MR. SPATE: | believe it would be very
simlar, yes.

M5. SCHMVAEDI CK: Ckay. So my question
is, there's a certain anbunt of awareness and
famliar -- well, not to be redundant, but
awar eness about how assessnents tie into the
budgeti ng process and, therefore, potenti al
fundi ng of research. And that's well understood

in the industry. |Is that correct?
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MR. SPATE: Yes.

M5. SCHMAEDI CK: So if in the event
that there was an increase in the assessnent
rate, would the industry understand the
correl ati on between that increase and then the
use of those funds for research projects?

MR. SPATE: | think the industry woul d.
And, in fact, | mean when you tal k about
potential funding we're not tal king about a
massi ve change to the assessnent rate. Currently
with potentially 300,000 ton of raisins, as an
exanple, if you had a dollar, one dollar increase
to the assessnent rate it woul d generate $300, 000
on an annual basis. And that would be well over
a good anmount of nopney to devote to this.

And |'mnot saying that that's the
nunber, |'mjust saying that would be a, a good
nunber to still have research ongoi ng.

M5. SCHVAEDI CK: And in your opinion
there woul d be industry support for that increase
because of the potential value of the research?

MR. SPATE: Absol utely.
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M5. SCHMVAEDI CK: Ckay, thank you.

And ny | ast question is about your
role with the state program And | just wanted
to clarify again. Earlier under Ms. Powell's
testinmony there was an exhibit that was entered,
| believe it was Exhi bit Nunber 17, which was a
resol uti on passed by the California Raisin
Mar keting Board in support of this proposal.

So just to clarify that in your
opinion and in your role with the state program
there, is there any sense of unease or
conpetition, or is there full support?

MR. SPATE: There was unani nous support
for in the event that we don't have funding to
continue this type programto have that ability
on the Raisin Adm nistrative Conmttee.

M5. SCHMVAEDI CK: Ckay. Thank you.
Those are all of ny questions.

MR. SPATE: Thank you.

JUDGE McCARTNEY: Any further questions
for this w tness?

EXAM NATI ON ON BEHALF OF USDA, OGC

Neal R. Gross and Co., Inc.

122

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

M5. CHI LUKURI : Rupa Chil ukuri, USDA.

M. Spate, thank you for your
testinmony. | had a question for you just about
just what is your understanding of the role of
USDA and the Secretary as it relates to this
proposal if the authority is in place?

MR. SPATE: | would say oversight |
nmean is the basic role. To oversight the having
this inplenmented into the RAC program

M5. CHILUKURI: Ckay. And | al so have
a question for you generally as it relates to the
ot her RAC proposals. What are your, what is your
position or opinion on those proposal s?

MR. SPATE: |I'min support of all |
t hink except one. | don't renenber the nunber.
|"mnot in support of termlimts.

And in regards to that issue I, |
truly believe that you have individuals that are
interested and inpactful in the industry that are
involved in this industry. And there's anple
opportunity for others to get involved. You

don't have to termlimt the individuals that are
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interested in serving in order to try and get new
| deas in.

The potential is there for others to
get involved if they so choose. And | just don't
see the reason to inplenent a limt on a person's
term

M5. CHILUKURI: Ckay. And just to
clarify, so you're in support of all of the
proposal s, both RAC s and USDA' s proposal s,
except for USDA's proposal in connection with
termlimts?

MR. SPATE: If you could go over them
individually to refresh nmy nenory?

M5. CHILUKURI: Certainly. Let nme just
refer to my Notice of Hearing so |I'm 100 percent
accur at e.

So the first proposal is what you just
testified about, is to authorize production
resear ch.

MR, SPATE: Uh- huh.

M5. CHI LUKURI: The second proposal is

to separate nom nations for independent grower
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menber and i ndependent grower alternate nenber
seats.

MR SPATE: Uh- huh.

M5. CHI LUKURI: The third is to add
authority to regulate quality.

Proposal 4 is to add authority to
establish different regulations for different
mar ket s.

Nunber 5 is to require continuance
r ef er enda.

Nunber 6 is to renove vol unme
regul ati on and reserve pool authority.

And Nunber 7 is to establish term
limts.

And we al so have a Proposal Nunber 8
that's to correct mnor errors and to conformthe
order as needed.

MR. SPATE: Yeah, | would, | would say
all except for the termlimts | would support.

M5. CHI LUKURI: Ckay, thank you very
much.

JUDGE McCARTNEY: Anything further for
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this wtness?

EXAM NATI ON ON BEHALF OF USDA, AMS

MR. MFETRI DGE: Mark MFetridge, USDA.

In your testinony you stated that you
are a third generation raisin grower.

MR. SPATE: Yes.

MR. MFETRI DGE: Based on the Small
Busi ness Administration that states that if you
have annual receipts for producing raisins of
| ess than $750, 000 annually you'll be classified
as a snmall grower. Wuld you say based on that
definition you are a small or |arge grower?

MR SPATE: | think it varies on a
given year. But |'m probably right at that
nunber, so currently a large, so over that.

MR. McFETRI DGE: Wul d you say over
t he, you know, span of 10, 15 years what woul d
you say on average, you would be large or small?

MR. SPATE: |In past history probably
smal | .

MR. McFETRI DGE: Ckay. Thank you.

A few nore quick questions. | know
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this was kind of discussed before. But just to,
just to make sure that the hearing record is
really fleshed out, for funding for the
possibility for the RAC to have this crop
production research, where do you think the
fundi ng woul d come fronf

MR SPATE: From the assessnent.

MR. MFETRI DGE: From the assessnent.

MR SPATE: \Whatever assessnent rate
that was voted on by the RAC

MR. McFETRI DGE: Ckay, thank you.

Do you see any possibility where
outside funding could be a possibility of it
bei ng accepted? 1Is that part of the California
ability; do they have the ability to accept
outside funding also, or is it all from
assessnent rates?

MR. SPATE: Currently from assessnent
rates.

MR. MFETRIDGE: | will not pursue
t hat .

Based on your, your opinion, do you
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feel that the possibility of an increased
assessnent rate woul d outwei gh, the negative

i npact of an increased assessnent rate woul d be
out wei ghed by any type of added benefit that this
research woul d possi bly produce?

MR. SPATE: You're asking if we
i ncrease an assessnment woul d out wei gh?

MR. McFETRI DGE: The need --

JUDGE McCARTNEY: Well, excuse ne.
You're assuning a fact not in evidence, that
there woul d be a negative inpact of the
assessnent. And so far the witness has only
testified to de mnims assessnments as an
exanpl e.

So assum ng arguendo there were a
negative inpact froma de mnims assessnent, is
it your opinion that the benefits would outwei gh?

MR MFETRI DGE: Yes.

JUDGE McCARTNEY: |s that your
guesti on?

MR MFETRI DGE: Yes.

MR. SPATE: Yes, | believe the benefits
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woul d outwei gh because | think it would be a very
m ni mal increase in assessnent in order to have a
budgetary item for production research annually.

MR. McFETRI DGE: Thank you.

Just one nore quick question. Based
on your opinion, do you feel that the ability to
have crop production research hel ps to keep
rai sins conpetitive in the dried fruit
mar ket pl ace donestically and worl dw de?

MR. SPATE: Yes, | do.

MR. McFETRI DGE: Thank you.

| have no further questions.

MR. SPATE: Thank you.

JUDGE McCARTNEY: Any further questions
for this w tness?

(No response.)

JUDGE McCARTNEY: Any objections to the
adm ssibility of Exhibits 18 through 25 which
this witness is sponsoring?

(No response.)

JUDGE McCARTNEY: There being no

obj ections, the exhibits are hereby adm tted.
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SWOr n.

And, vyes, |

VWHEREUPQN,

havi ng been
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(Wher eupon, the above-
referred to exhibits,
previously identified as
Spate Exhibits 18 through
25, were received in
evi dence.)

And you are excused, sir.

MR. SPATE: Thank you.

JUDGE McCARTNEY: Thank you for your

(Wtness stands down.)

JUDGE McCARTNEY: You nmay proceed with

t he next w tness.

Pl ease identify yourself for the

record and affirmthat you have been previously

MR. STARK: My nanme is Rick Stark.
have been previously sworn.

JUDGE McCARTNEY: Thank you.

STEVEN R SPATE

previously duly sworn, was called as

Neal R. Gross and Co., Inc.
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a W tness here, and was exam ned and testified as
follows:
JUDGE McCARTNEY: Wbul d you pl ease
identify for the record the exhibits that you
wi sh to sponsor this norning?
MR. STARK: Yes. | have ny prepared
statement as Exhibit 26.
And then | have an additional Exhibit
27 that is an outline of sonme additional remarks
| would |ike to nmake.
JUDGE McCARTNEY: All right. 27 is
t hi s docunent ?
MR. STARK: Yes.
(Wher eupon, the above-
referred to docunents were
mar ked for identification as
Stark Exhibits 26 and 27.)
JUDGE McCARTNEY: You nay proceed. You
may proceed.
TESTI MONY OF RI CK STARK
MR. STARK: Ckay, thank you.

My nane is Rick Stark. | amthe
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Manager of Grower Relations and the Secretary for
Sunmaid G owers of California. | have been with
Sunmai d for 28 years. | have served on the
Rai sin Adm nistrative Conmttee since 1998, and
the California Raisin Marketing Board since 2009.

' mthe past Chairman of the National
Grape and Wne Initiative, a grape industry
organi zation representing raisins, table grapes,
juice grapes and w ne grapes, in devel oping,
overseeing, pronoting and assisting in securing
research funding.

| serve on the California State
Uni versity Fresno Viticulture Cenol ogy Research
Center Industry Advisory Board. And | amthe
Rai sin Cormodity Chairman for the Fresno County's
Far m Bur eau.

| have seen firsthand the inportance
of crop production research in the raisin
i ndustry. Research has led to inproved water
efficiency and fertilization, integrated test
managenent, earlier ripening varieties, and

advanced high-yielding trellising systens that
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benefit our growers every day. Such research has
been funded by the California Raisin Marketing
Board in the past. However, this new | anguage
woul d give the Raisin Admnistrative Conmttee,
RAC, the authority to fund such crop production
research in the event that the CRVB, California
Rai si n Marketing Board was unable to do so.

CRMB has been unable to fund crop
production research since 2012 due to ongoi ng
litigation. By giving the RAC the authority to
fund crop production research, critical issues
such as vine neal ybug control, devel opnent of
m | dewresi stant vines, and inproved dried-on-

t he-vi ne technol ogy coul d continue uninterrupted.

Research prograns are typically
ongoing and little is acconplished with on
agai n/of f again efforts. Devel opnents through
crop production research have made the California
rai sin industry successful. Wth higher
efficiency, higher yields, and reduced pesticide
resi dues, producers have becone econonically

sust ai nabl e, whil e handl ers and consuners have

Neal R. Gross and Co., Inc.

133

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

134

benefitted from |l ower pesticide residues and
hi gher raisin quality.

Crop productions research can inprove
grower returns by increasing yields through
reduci ng i nput costs or inproving quality and
cl eanl i ness.

Research i s expensive and a | ong
process. Small businesses don't have the
resources to undertake such research. This is
why continuous industry effort is val uable.
Benefits of the research would be realized by
producers, handl ers and consunmers. The benefits
woul d i ncl ude hi gher yields, |ower input costs,
| ower or nore effective chem cal use, and
i nproved raisin quality.

A crop production research program
woul d only be inplenented if CRMB was unable to
do so. As a fornmer nenber of the CRMB Research
Committee, | participated firsthand on an
i ndustry process in soliciting and eval uati ng
research proposals and then maki ng budget

recommendations to the full CRVMB and prioritizing
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t hese expenditures versus other marketing
efforts. Good industry consensus was reached. |
woul d expect the sane if operated under the
proposed RAC aut hority.

Conpl i ance woul d i ncl ude USDA
oversight simlar to all other RAC actions. USDA
woul d be included in the review and approval of
any proposed research project as part of the
budget revi ew process.

At this point I'd like to nake sone
ot her comments on Exhibit 27.

The research that we're tal ki ng about
here are not gigantic projects that are very
expensi ve and take on a life of their own.
They're typically very targeted projects that
have grown from grower needs through the
University of California Cooperative Extensive
Field Farm Advisors. And so with just a m ni nal
anount of noney we've been able to get a
tremendous anount of very effective research
done.

That's why we're here today: the

Neal R. Gross and Co., Inc.

135

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

research is not continuing. And it's, like Steve
i ndi cated, Sunprene is sonething that we need
sonme research on to get it off the ground, and
that's not taking place.

You know, we | ooked back and esti mte
that we've had 65 years of research between the
ol d CALRAB, California Raisin Advisory Board, and
CRMB. And during that time there have been, we
esti mate, somewhere around 1, 700 pages of
research that have been done. It's quite a
| egacy, but it needs to continue.

Sonme of the projects that have been
done -- and | know Steve introduced sone exhibits
-- but to show how targeted sonme of these
projects are:

The raisin maturity study; raisin
storage; studies on nold damage; bul k handl i ng of
rai sins; costs of production; devel opnent of new
raisin varieties; trellising, training and
pruni ng systens for new DOV raisin variety
producti on and nechani zati on; grapevi ne

nutrition; insect control; predator insect

Neal R. Gross and Co., Inc.

136

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

reducers; nematode-resi stant root stock.

JUDGE McCARTNEY: Renmenber, the court
reporter does not have this in front of him

MR. STARK: Yeah, | just, | just
realized. Sorry.

Farm dryi ng of boxed raisin; bud
studi es and yield predictions; training and
trellising for nmechani cal harvesting; rodent
repel | ant study; devel opnent of airstream sorter;
wat er use in grapevines neasured by wei ghing
| ysi meter; study of pneumatic pruni ng;, managenent
of vine neal ybug. These are all, all, like I
sai d, not expensive projects, but very benefici al
to the growers and to the consunmer at the other
end.

W' ve had a trenendous | egacy of farm
advi sors that have done a | ot of work on these
projects. They were not only good researchers
but they were good comruni cators. And so they
were able to -- they had the trust of the grower
community and they were able to extend the

research and get it into the hands of the growers
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that needed this information. And that's just as
i mportant conponent of research as just the
research itself.

And so, you know, we are very thankf ul
and have been very fortunate to have people like
Pete Christiansen, Kent Dane, Walt Bentley, Bil
Peacock, George Levitz, Fred Jensen, M ck
Dekusi an and M ke McHenry that have worked on
t hese projects.

JUDGE McCARTNEY: And, again, you're
referring to Exhibit 277

MR. STARK: Yes.

JUDGE McCARTNEY: All right.

MR. STARK: And, you know, Steve
ref erenced Sunprene as a new variety. And |
woul d do a disservice to Dave Ramming with the Ag
Research Service through the USDA for all the
work that he's done in creating that variety, and
al so his work on DOVi ne and Sunprene, and before
him Fiesta.

Where | may differ just a, just a

teeny, tiny bit with Steve is, yeah, it's,
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research is expensive to do as an individual but
we have had instances where a couple of growers
have taken projects and were able to bring them
to fruition. And | nentioned Earl Rocca with
continuous tray and Lee Sinpson with overhead
DOV.

But the problemis when you have
growers that are undertaking these kinds of
projects is that A) because of the nobney and the
resources it takes a lot nore tinme for themto
get a project to a point where you're going to
see industry adoption. And they don't have the
noney for that extension conponent that you were
able to get through the university. But
nevertheless, it's research that's been done and
it's been very hel pful to the industry.

And with that, thank you, and |'l]I
t ake any questi ons.

JUDGE McCARTNEY: Any questions for
this w tness?

EXAM NATI ON ON BEHALF OF USDA, AMS

MS. SCHMVAEDI CK: Mel i ssa Schmaedi ck,
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USDA. Thank you for your testinony.

A couple of clarifications. Wen you
were speaking to Exhibit 27 with regard to the
research that M. David Ramm ng did, was that
DOVi ne?

MR STARK: DOVi ne.

M5. SCHMAEDI CK: Coul d you spell ?

MR, STARK: D-OV-I-NE

JUDGE McCARTNEY: Ckay. And partly |
ask these guestions so that we have the correct
spelling on the transcript.

MR. STARK: Certainly. And | think you
al ready got Selnma Pete earlier.

MS. SCHMAEDI CK: Sel na Pet e.

And then you nentioned a grower
researcher by the nane of Lee Sinpson that did
sonet hi ng wi th DOV?

MR. STARK: Right. He was the
gentl eman that started using overhead DOV as a
drying system as a trellising system

MS. SCHMAEDI CK: So DOV neans what ?

MR. STARK: Dried on the vine.
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MS. SCHMAEDI CK: Dried on the vine.
Ckay, thank you.

Wth regard to your prepared
testi nony, Exhibit 26, you nentioned that you are
t he Manager of Grower Relations and Secretary for
Sunmai d Growers of California.

MR. STARK: Yes.

M5. SCHMVAEDI CK: I n that capacity have
you had the opportunity to discuss this proposa
for crop production research with growers?

MR. STARK: Yes.

MS. SCHMAEDI CK: \WWat has been the
response that you've gotten?

MR STARK: G owers have been
supportive of research, you know, all these
years. Through the CRVMB's programthey -- and
even CRMB, they actually gave the funding through
t he assessnment for that research

The research that we're proposing here
woul d be through the packer assessnment, so it
woul dn't, it wouldn't necessarily be a grower

assessnent. So, but yes, they've been
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supportive.

M5. SCHMVAEDI CK: So just to clarify if
| " m under st andi ng what you just said, under the
state programthe assessnent is collected at the
grower |evel ?

MR. STARK: Correct.

MS. SCHMAEDI CK: But under the federal
programit's collected at the handler |evel?

MR. STARK: That's -- the, as |
understand it, there is no way to collect an
assessnent fromthe grower through the federa
or der .

M5. SCHMVAEDI CK: Ckay. But in your
opi nion, the discussions with other growers
regarding this proposal, the response has been
positive?

MR. STARK: Very supportive.

M5. SCHMAEDI CK: Thank you.

And also in your -- on the first page
of your testinony you state that the CVMRB(Sic)
has been unable to fund crop research, crop

production research since 2012.
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So again, | believe | asked this
guestion earlier, but are you aware of suspended
research? And has that had a negative inpact on
t he industry?

MR STARK: The main -- there's two
really. W tal ked about Sunprene and that any
research efforts had stopped there. But in
addition to that we had funded every year for
devel opnment of new varieties, and that, that has
stopped as best | know. It certainly isn't
continui ng because we haven't funded it. So any,
any work that those scientists are doing, they're
targeting nore for table grapes and for w ne
grapes, |'m assuni ng.

M5. SCHMVAEDI CK: | see. Thank you.

So you al so nenti oned consuner
benefits and you directly link that to | ower
pestici de residues and higher quality raisins.
And then later you refer to inproved raisin
quality.

Coul d you explain, I'mnot super

famliar with what nakes a great raisin a great
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rai sin, could you explain that?

MR. STARK: Well, you mght actually
get sone differences of opinion on that. But,
you know, really there's a nachine called the
airstreamsorter that is --

JUDGE McCARTNEY: Can you speak a
little | ouder?

MR STARK: Ch sure.

There is a nachi ne that USDA devel oped
called the airstreamsorter. And that neasures
two things: it nmeasures how many raisins are what
t hey call substandard, which would be a skin with
no sugar in it and/or a B grade and better raisin
which is the high quality raisins.

If you | ook at the watering nethods
that we have today and the fertilization nethods
that we have as a result of the research that's
been done, our quality continues to inprove as
wel | as our vyields.

M5. SCHMAEDI CK: Thank you. So a
hi gher quality raisin would that have a higher

sugar content or is it related to size or?

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

MR. STARK: It's related to, if you go
back to the -- it was based on, used to be based
on a visual observation, okay. And then the
vi sual observation graded out A, B, C and
substandard. And B grade and better are those
t hat graded out higher. And the airstream sorter
-- I"'mnot the scientist on this -- but | believe
it's on the specific gravity and the anmount of
wi nd resistance, it drops a neasured anmount of
raisins into an air chanber and the good ones
fall to the bottom and the | ess-than-good ones go
over to the other side, and they wei gh them

M5. SCHMAEDI CK: Thank you.

And so, again I'mtrying to focus in
on that consuner benefit resulting from potenti al
research, so in regards to the | ower pesticide
resi due, could you speak to that?

MR. STARK: Sure.

JUDGE McCARTNEY: Well, could I just
foll owup a nonent on that question?

Al right, so with respect to key

characteristics that a | ayperson could notice
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wWith respect to better quality or B and over
rat ed, woul d they be consi dered plunper, juicier,
bi gger? Yeah, | nean what, what kind of field
| ayperson benefits that manifest thenselves in
the scientific nmeasurenent that you've just
descri bed coul d one expect fromthe benefits of
t he R&D?

MR. STARK: If | had to give it one
attribute, I would say plunp. So it would be
pl unper because the thin ones, the substandard
are pretty flat and they tend to fly like little
ki tes.

JUDCGE McCARTNEY: So and what ki nds of
attributes contribute to plunpness, in terns of
i ncreased noi sture retention?

MR STARK: Sure coul d.

JUDGE McCARTNEY: The net hodol ogy for
drying it on the vine? Wat kind of things?

MR. STARK: Yeah, they would, they
woul d have hi gher sugar content and --

M5. SCHMVAEDI CK: M. Stark, |'msorry

to interrupt, could you talk into the m crophone.
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MR STARK: |'m sorry.

JUDGE McCARTNEY: You know, if you want
to nove the m crophone over here.

MR. STARK: Yeah, it m ght help.

JUDGE McCARTNEY: Just pick it up and
just put it right here. So that way you're
facing into it as well.

MR STARK: Yeah.

JUDGE McCARTNEY: There we go.

MR. STARK: So anyway, they woul d have
a higher sugar content. They woul d have nore
sol ubl e solids, you know. Just the structure of
the, of the grape itself was stronger.

M5. SCHMVAEDI CK:  Thank you.

And then with regard to | ower
pesticide residues, | nyself, |I'ma consunmer and
so | can understand the benefits of |ower
pesticides, but could you explain how research
ties into resulting in a better quality product
for consuners in that way?

MR STARK: Sure. By growers

under standi ng and getting the information from

Neal R. Gross and Co., Inc.

147

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

t he research about the different chenicals and
what have you, |'ve seen a change in 25 years
from harsher materials that were hard on
beneficial insects and, you know, a variety of
ot her problens shall we say, to a |ot safer
chem stry, a lot nore targeted, a | ot easier on
beneficials. And so it's cut sonme of the need
for sonme of the pesticides down. And it's
changed to softer chem stries that are safer.

M5. SCHVAEDI CK: Wul d t he devel opnent
of different varieties that are maybe resi stant
to pests or disease or those types of issues,
woul d that be another way to benefit the
consuner ?

MR. STARK: Sure. And there's been a
tremendous anount of effort put into particularly
powdery m | dew, probably the nunber one di sease
that we have to treat for. And so there's been a
| ot of effort put into devel opi ng a grapevine
that will be resistant. And that's not just with
rai sin grapes but that's with all grapes.

M5. SCHMAEDI CK: Thank you.
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Junping to the second page of your
testinmony, you outlined the process that the
state programcurrently follows in terns of
i dentifying research and then incorporating the
potential costs of those research projects into
t he budget and then, ultimately, into an
assessnment reconmendation. |Is that correct?

MR, STARK: Uh- huh.

JUDCGE McCARTNEY: The w tness nodded.

MR STARK: Yes. [|I'msorry.

JUDCGE McCARTNEY: That's in the
affirmative.

M5. SCHMVAEDI CK: Then you nenti oned
conpliance. Can you expl ain what you nmean by
conpliance? 1Is it, is it ensuring that the
budget nunbers are adhered to or that the
research is executed successfully? Wat type of
conpl i ance are we tal king about?

MR. STARK: Conpliance woul d be maki ng
sure that the budget was adhered to.

M5. SCHMAEDI CK: So and in your opinion

this process that is currently followed by the
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state program it would be followed by the
f ederal progranf?

MR. STARK: Yes.

M5. SCHMVAEDI CK: And is it your
understanding that if this authority were granted
under the raisin marketing order that ultimtely
USDA woul d be responsi ble for overseeing and
approvi ng sel ection of projects?

MR. STARK: You -- well, | would assune
that it would be simlar to others. And as a, as
a commttee we woul d make recommendations to the
Secretary. And the Secretary woul d have the
right to approve or di sapprove any recomendati on
t hat we nade.

M5. SCHMAEDI CK: Ri ght. Thank you for
t hat .

My last question. And | did ask this
of the previous witness as well. But on the
first page of your testinony, towards the bottom
you state that "small businesses don't have the
resources to undertake research. This is why a

continuous industry effort is valuable.”
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Are you speaking to the benefits of,
again, this, this concept of collective action,
the i ndustry working together as a whol e towards
an acconpl i shnment ?

MR STARK: Yes. Because as a, as a
grower you nay have one particul ar issue that
you, you want to work on. You probably don't
have the expertise to do that yourself. And you
woul d have to pay sonebody to do that. And that
gets very expensive. And so a collective effort
woul d be able to bring a |ot nore resources that
were a |lot nore qualified or bring you quicker
results and nore conprehensive.

M5. SCHMAEDI CK: Thank you.

| have no further questions.

JUDGE McCARTNEY: Anything further for
this wtness?

EXAM NATI ON ON BEHALF OF USDA, O G

MR. McFETRI DGE: Marc McFetridge, USDA.
Just quick clarification question.

In your testinony you didn't state

that you were a grower. Are you currently a

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

rai sin grower or no?

MR STARK: No, | amnot a grower.

MR. McFETRI DGE: Thank you.

Your testinony states that you're a
Manager of Grower Rel ations. Based on your
dealings with the growers for Sunnmaid, would you
feel confortable tal king about their, their
definition, the Small Busi ness Adm ni stration
definition if they would be small or |arge
growers, or would you not feel confortable
stating that?

MR. STARK: We have a nunber of each.
You know, we have, Steve outlined the gamut of

growers, and our, our nunbers would be simlar to

t hat .

MR. McFETRI DGE: Thank you.

| guess would you say nmjority would
be small, mgjority would be |arge? What would
you say?

MR. STARK: | would say that the
majority of the actual -- the nunmber of growers

woul d be snal | .
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MR. MFETRIDGE: All right, thank you.

JUDGE McCARTNEY: Wt hin the meani ng of
t hat definition?

MR. STARK: Wthin the neaning of that
definition.

MR. McFETRI DGE: Thank you. Do you
need ne to repeat the definition?

MR, STARK: No.

MR. McFETRI DGE: Just one nore quick
guesti on.

In your testinony you tal ked about
conpl i ance, how USDA woul d have oversight. |Is
this, would this be considered an additional step
conparative of howit's currently being run under
the California progranf

MR STARK: | don't think so. | think
that it would be very simlar.

MR. MFETRIDGE: It woul d be very
simlar.

So you don't see any issues with
havi ng USDA as oversi ght for conpliance?

MR. STARK: No.
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MR. MFETRIDGE: All right, thank you.

Thank you very nuch.
EXAM NATI ON ON BEHALF OF USDA, OGC

M5. CHI LUKURI : Rupa Chil ukuri, USDA.

M. Stark, so | just want to clarify
if the authority were to be inplenented, when it
would work. So if, if CRMBis in place and
exists as an entity and is funding research,
woul d the RAC al so be fundi ng research?

MR. STARK: No. It's, the intent is
that as long as CRMB is functioning and has the
funds and the ability to fund research and is
maki ng t hose deci sions then they would be the
primary fundi ng agency. In the event that they
were unable to fund or ceased to exist, then the
RAC woul d have the option then to bring projects

forward and fund t hem

M5. CHI LUKURI: Ckay. And how famliar

are you with the other proposals that RAC has
recomrended?
MR. STARK: Pretty, pretty famliar.

M5. CHI LUKURI: And what is your
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position --
JUDGE McCARTNEY: That was a pretty
broad question. Do you have a tine frame?

During his lifetine or?

MS. CH LUKURI: Well, it would be these

proposals that are in this Notice of Hearing.

JUDGE McCARTNEY: Ch fine. W'IlIl get
specificity. These proposals.

MR. STARK: These proposal s, okay.

JUDCGE McCARTNEY: As set forth in the
Exhibit 1, Proposed Rul es.

M5. CHI LUKURI: And what is your
position on those proposals as set forth, by the
RAC?

MR. STARK: Ckay. The only proposal
that we would not support would be on term
limts.

M5. CHILUKURI: Ckay. And just to
clarify --

MR. STARK: W agree with --

&

MR. STARK: We woul d support then the
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ot hers.

M5. CHI LUKURI: And do you think if
authority was put in place to support production
research, do you think there is a connection
bet ween that and sonme of the other proposals that
RAC has put in place? For instance, the
authority to add quality or the authority for
di fferent market regul ation, could production
research help as it relates to those types of
proposal s?

MR. STARK: You never say never. There
could be, there could be sone ties there on
guality and figuring out some, sone way to
nmeasure quality or a quality that we aren't
currently measuring today that could need sone
addi ti onal research. So, yeah, there, there
could be sone ties.

M5. CHI LUKURI : Thank you.

| think the previous w tness had
menti oned ochratoxin. Do you think that is one
i nstance in which this type of research could

assist as it relates to that quality? | think
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they had nentioned it in the quality regulation
setting.

MR. STARK: Right. OCchratoxinis a, |
think it's a fungus, but it's a food safety issue
is why it's so inportant. |It's very, very
i nportant in Europe. And so there could be sone
research that woul d need to be done as to what,
what neasurenents we're getting conpared to what
measurenents are com ng out of other, other
countri es.

M5. CHI LUKURI : Thank you.

JUDGE McCARTNEY: Anything further for
this wtness?

(No response.)

JUDGE McCARTNEY: Any objections to the
adm ssibility of the sponsored Exhibits 26 and
277

(No response.)

JUDGE McCARTNEY: There bei ng none,

t hose are adm tted.
(Wher eupon, the above-referred to

exhibits, previously identified as
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Stark Exhibits 26 and 27, were

recei ved in evidence.)

This witness is excused.

(Wtness stands down.)

JUDGE McCARTNEY: All right, so off the
record a nonent.

(Whereupon, at 11:54 a.m, the above-
entitled matter went off the record, and went
back on the record at 11:55 a.m)

JUDCE McCARTNEY: We're back on the
record.

Al right, please identify yourself
and affirmthat you have been previously sworn.

M5. VAN ZYL: My nanme is Sonet Van Zyl.
And, yes, |'ve been previously sworn.

VHEREUPCN,

SONET VAN ZYL
havi ng been previously duly sworn, was called as
a W tness here, and was exam ned and testified as
follows:

JUDGE McCARTNEY: And does the court

reporter have your contact information?
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MS. VAN ZYL: Yes, she does.

JUDGE McCARTNEY: Al right, thank you.
You may proceed.

MS. VAN ZYL: | have one exhibit that's
been entered already as Exhibit 28, which is ny
W t ness statenent.

(Wher eupon, the above-
referred to docunent was
mar ked as Van Zyl Exhibit 28
for identification.)

TESTI MONY OF SONET VAN ZYL

M5. VAN ZYL: My nane is Sonet Van Zyl
and | am an Assistant Professor of Viticulture at
California State University Fresno. | have been
with the Departnent of Viticulture and Qenol ogy
at Fresno State for five years.

Previously | worked at the University
of California Davis as a researcher while al so
taking ny Ph.D. degree in viticulture. | was
al so enpl oyed as a researcher at the Agricul tural
Research Counsel in South Africa where | was part

of the New Cultivar Devel opnment Team for Tabl e
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Grapes and Raisins. | have an extensive
background in table grape production, raisin
production, and processing, as well as grapevine
root st ock devel opnent, grapevine cul tivar

devel opment and grapevi ne geneti cs.

| have served as a Alternate Public
Menber and | ater as the Public Menber on the
California Raisin Marketing Board since 2012, and
recently as the Public Menber on the Raisin
Adm nistrative Commttee, that's since 2014.

As a researcher | apply for research
fundi ng on a regular basis to commodity groups,
federal and state agencies, and private industry
organi zations. Performng crop research creates
a constant, a constant flow of new know edge t hat
| can rely or relate to students in the
classroom As a teacher, research activities
ensure that students |earn about the newest
technol ogies for the future in the grape
I ndustry.

Fresno State is the only university in

the United States that offers and extensive cl ass
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on raisin production and processing, and actively
i nvol ves undergraduate students to participate in
research activities.

Over the years, crop research has
benefitted the raisin industry by introduci ng new
and highly successful raisin cultivars, for
exanpl e Fiesta, DOVine, Selma Pete, and the nost
recent cultivar, Sunprenme. Research has al so
resulted in the devel opnment of new rootstocks,
hast ened di sease nmanagenent strategi es,
mechani zati on practices, and optimal cultivation
techni ques for each specific raisin cultivar.

Crop research is an ongoi ng practice
to find solutions to problens, and will often
| ead to new questions that need answering through
addi ti onal or expanded research projects.

Climate change also | ead to questions about
drought and salt-tol erant rootstocks and
cultivars, water managenent strategies and
adaptive cultivar practices.

Any interruptions in these kinds of

research projects create gaps in data sets and
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are inpossible to fill in. 1n 2012, the CRVB
funded a joint research project between Fresno
State and U.C. Davis to investigate newy

rel eased grapevi ne rootstocks, their performnce
and affinity to Selma Pete raisins. This project
was funded for two years out of the requested
three years.

As with any crop research project, at
| east three years of repeated research is needed
to develop statistically sound data. |If the
Rai sin Adm ni strative Counsel was given the
authority to fund crop research, we will be able
to finish that project and give raisin growers
val uabl e i nformati on regardi ng whi ch rootstocks
to use with Selma Pete to get optinumyield and
guality for the best possible price point.

Sunprene, the newly rel eased raisin
cultivar fromthe USDA created an exciting new
research path since it's the first nature dry-on-
the-vine, or DOV, cultivar. As the first natura
DOV cultivar a nunber of questions arose. For

exanpl e, how do growers cultivate Sunprene for
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optimumyield and quality? And what does the
training and trellising systens | ook |ike?

But since its release in 2013, the
CRMB was not able to fund any research projects
regardi ng Sunprenme. Although an initial |ack of
plant material also contributed to the delay in
research opportunities, a new vineyard has been
established that will be able or will be ready
soon for research activities. |If the RACis
given the authority to fund crop production
research we, as the researchers, can initiate
trials sooner to answer grower questions
regar di ng Sunprene.

As a researcher, | aminvolved in
research subcommittees for other comodity
groups. | have served as a nenber of the CRMB
Research Subcommittee in 2012. Past research
activities proved how the raisin industry has
adapted to new cultivars, technol ogy and
cultivation practices. It will continue to
benefit all parties involved in the raisin

i ndustry if the RACis given the authority to
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fund crop research while the CRMB is currently
unable to do so, or in the unlikely event that
the CRVMB ceases to exist.

Thank you for your tine. Any
guestions?

JUDGE McCARTNEY: Any questions for
this wtness?

EXAM NATI ON ON BEHALF OF USDA, AMS

MS. SCHMAEDI CK: Mel i ssa Schmaedi ck,
USDA. Thank you for your testinony.

You just nentioned that you are
i nvol ved with research for other commodities.
What ot her comodities are you involved with?

M5. VAN ZYL: Tabl e grapes
specifically. | also work on rootstock
devel opment and sone w ne grapes as well.

M5. SCHMAEDI CK: Thank you.

You nentioned in your testinony that,
okay, there was a 2012 project funded by the
state program and you needed three years of data
but you only got two?

M5. VAN ZYL: Yes. That project was
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funded through the CRVMB. | cane on board --
that's right after | started working at Fresno
State -- | cane on board | believe in the second
year of funding. But at Fresno State we applied
for three years and got two of those years. |
was | ucky to get sone additional funding through
ot her sources to be able to finish the project,
but that third year of data is still |acking at
t he nonent for us.

M5. SCHMVAEDI CK: So ny question is if,
if this authority were inplenented under the
federal program would you have to start over
again and do three years or can you pick up?

M5. SCHMAEDI CK: There will be a gap in
the data which makes it a little harder. But
since the bl ock has been established, it's still

exi sting at the nonent, the rootstocks are there,

the cultivar is there, Sunprene -- or not
Sunprene, sorry -- Selma Pete in this case, we
wll be able to use the sane bl ock, the same

facility to continue another year on the

research. It's only in the event that the bl ock
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woul d be renoved by the grower that we will have
to start over nost probably.

M5. SCHMAEDI CK: And the block refers
to a parcel of |and?

MS. VAN ZYL: Yes. A block is like a,
like a orchard. It's a piece of land that's been
planted to grapes. W call them bl ocks usually.

M5. SCHMVAEDI CK: Ckay, thank you.

And can you give any exanpl es of
research that you've been involved with that
you' ve actually seen a really positive inpact on
the industry? For exanple, you've nentioned the
devel opment of new varieties, can you explain an
experience |ike that?

MS. VAN ZYL: Oh, for sure. In terns
of new varieties |, as | nmentioned also in ny
statenent, | did work in South Africa for a
conpany that does the sane type of breeding
techniques for grapes. And it's interestingly
enough that cultivars that's been devel oped in
the United States are out in other countries,

they're all sought after.
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So for me, being here now, to see what
the industry here is actually acconplishing, it
actually spills over to other countries. And
that neans the United States is at the forefront
of it. And to be able nowto work with the
peopl e who devel op those, it is a great
experience at this point. But definitely
sonmething like Fiesta is not only in the United
States but cultivars everywhere el se as well.

M5. SCHMAEDI CK: Thank you.

In your work as a --

JUDGE McCARTNEY: Pardon ne. |'msorry
to interrupt.

Could I ask a related question? So do
you have any opinion as to the benefits of these
proposals with respect to the conpetitiveness of
the U S. raisin industry with regard to these
out si de mar ket s?

M5. VAN ZYL: | believe the U S. is at
the forefront. And working as a researcher in
anot her country as well, okay, there's different

circunstances. Were | work in South Africa we
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do not have the | abor problemin South Africa so
no one ever went to nechani zed raisin production
as they did here. So if anything would happen,
for instance, in South Africa, they would be far
behi nd.

The United States has al ready been
through all of that. They have systens in place.
They have training trellising systenms for
sonmet hing |i ke mechani zed viticulture.

| believe that it will take a | ong
time for a lot of countries to really pick up. |
know Turkey is -- U S. still is the |argest
producer of raisins in the world. Turkey is not
far behind. They sonetines talk that they m ght
overtake. But beyond that, all the other
countries are really far behind in production and
even in research projects.

JUDGE McCARTNEY: So am | to understand
your testinony correctly that a disruption, a
maj or disruption in research and devel opnent in
the U.S. raisin industry would have a negative

i mpact, not just in the U S but worldw de?
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M5. VAN ZYL: For sure.

M5. SCHMAEDI CK: Thank you.

In your experience with raisin
production research have you ever been invol ved
with research that m ght have an inpact on
chal | enges that would fall under the unbrella of
food safety issues, so, for exanple, a
contam nant, control of a contam nant?

M5. VAN ZYL: Personally, no, | have
not worked with any of those.

M5. SCHMVAEDI CK: Ckay. Wuld you,
agai n your opinion as a researcher and as a
scientist, would it be inportant to have the
ability to study those chal |l enges and support the
i ndustry's ability to control and mnim ze those
cont am nati ons?

M5. VAN ZYL: Yes, definitely. You
never know what the next problem m ght be or the
next food safety problemis going to be. So
rat her be prepared and get those research going,
especially on things that we know at the nonent.

Yes, | definitely support that.
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M5. SCHVAEDI CK: So you nentioned on
t hi ngs that we know at the nonent. Can you give
an exanple? Are there --

M5. VAN ZYL: Any kind of contam nant.
For instance, we've read about instances where
spi nach was contam nated at some point. There is
all kind of food safety issues. And since
raisins are also made out in the field, there is
dust out there. There is a way to process them
i nsi de but we need to make sure that we take al
the actions to create a safe product.

M5. SCHMAEDI CK: Thank you.

So in your opinion this, this
authority would help provide that tool to create
that type of research in the event that the state
program was not able to do that?

MS. VAN ZYL: Yes, it will.

M5. SCHMVAEDI CK: Ckay, thank you.

| have no further questions.

EXAM NATI ON ON BEHALF OF USDA, OGC
M5. CHI LUKURI : Rupa Chil ukuri, USDA.

Ms. Van Zyl, you tal ked about | guess
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the benefits that producers and handl ers woul d
have as a result of this proposal. Can you talk
alittle bit nore about the inpacts that maybe |

as a consumer woul d experience?

M5. VAN ZYL: There is a lot to say and

not too nuch tine for that. |In terns of you as
t he consuner, |'ma consuner as well. Believe
me, | eat a lot of raisins. | believe sonetines

t hat consuners don't always know exactly where
their products cone from And for us to be able
to go out there as researchers, and especially
| i ke the previous wi tnesses stated, with
ext ensi on people out there giving the results to
growers, people reaching markets, people going
out to the consuners relaying information about
the products is what we definitely will be able
to continue.

M5. CHI LUKURI : Thank you.

JUDGE McCARTNEY: Anything further for
this w tness?

(No response.)

JUDGE McCARTNEY: Any objections to the
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adm ssibility of Exhibit 282

(No response.)

JUDGE McCARTNEY: There being none, the
exhibit is hereby admtted and the witness is
excused.

(Wher eupon, the above-
referred to exhibit,
previously identified as Van
Zyl Exhibit 28, was received
i n evidence.)

(Wtness stands down.)

JUDGE McCARTNEY: We are recessed until
1: 30.

(Wher eupon, the above-entitled matter
went off the record at 12:09 p.m and resuned at
1:32 p.m)

JUDCGE McCARTNEY: We're on the record.

Pl ease call the next wtness.

MS. SCHMAEDI CK: Kal em Bar seri an.

JUDGE McCARTNEY: Sir, please state
your nane for the record, and affirmthat you' ve

been previously sworn.
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MR. BARSERI AN: My nane is Kal em
Barserian. And | have been sworn in.

JUDGE McCARTNEY: Thank you.
VHEREUPCN,

KALEM BARSERI AN

havi ng been previously duly sworn, was called as
a W tness here, and was exam ned and testified as
follows:

JUDCGE McCARTNEY: And which exhibits
are you prepared to sponsor this afternoon?

MR. BARSERI AN: Well, m ne started out
as Proposal Nunber 1 but | think it's now
sonet hing different.

JUDGE McCARTNEY: I1t's noved all the
time.

MR. BARSERI AN: It's noved.

JUDGE McCARTNEY: Al right, sir.
Thank you.

MR. BARSERI AN: And |I'm al so doi ng the
one on termlimts. And since | have just a
little bit to say about that | will give ny

testi nony on the independent grower nom nation
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first. And then when all the questions are
finished on that I'Il, I'Il talk on ny position
on the termlimts.

JUDGE McCARTNEY: Excel | ent.

MR. BARSERI AN: Wi ch is very short.

JUDCGE McCARTNEY: So to mmke sure we're
all on the sane page, what exhibit nunbers are we
| ooking at? Exhibit 29 would be your first
st at enent .

MR. BARSERI AN: Twenty-ni ne.

JUDGE McCARTNEY: Right. |Is that the
only docunent that you are proposing?

MR BARSERI AN: And what's the other
one then for the termlimts?

JUDGE McCARTNEY: You didn't have it
prepared. But | have.

MR. BARSERI AN: Well, | did have. But
| don't know -- | did send it in but it's a short
statenment on the termlimts.

JUDGE McCARTNEY: All right, we'll have
you read it into the record.

MR BARSERI AN: Ckay.

Neal R. Gross and Co., Inc.

174

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

175

JUDGE McCARTNEY: All right. So at
this point you only have Exhibit 297
MR. BARSERI AN: Yes.
JUDGE McCARTNEY: All right.
(Wher eupon, the above-
referred to docunent was
mar ked as Barserian Exhibit
29 for identification.)
You may proceed, sir.
TESTI MONY OF KALEM BARSERI AN
MR. BARSERI AN: Ckay. M/ nane is Kal em
Barserian and | reside in Fresno, California. |
am 78 years old and have been involved in the
California raisin industry nmy entire life.
For the past 50 years | have served in
several capacities within the California raisin
i ndustry. M first paying job within the raisin
i ndustry, if you don't count picking trays for
raisins on the famly farm was the auditor and
then controller of the Federal Raisin
Adm nistrative Conmttee.

After four years at the RAC, | was
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hired as the CEO of the Wne and Raisin
Bar gai ni ng Associ ati on, which was for 18 years.
In this capacity | served as a RAC Bargai ni ng
Associ ation nenber. |In the early 1970s we held
elections in different districts and didn't

di stingui sh between Sunnai d, RBA and i ndependent
growers. \Woever got the nbst growers out to the
district neetings won the nenber seat and
alternate seat.

This becane very brutal for the
growers and they asked that they change it by
grower percentages so that each segnent have the
rightful -- have their rightful share. [If |I'm
not m staken, it was changed in 1976.

1978 | purchased 40 acres of open | and
and planted a Thonpson Seedl ess vineyard. In
1987, | left the RDA to become a raisin
processor, and have been doing the sane ever
since, along with nmaintaining nmy status as a
rai sin grower.

In 2001, the Lion Raisin Conpany hired

me as their GM, where | remained until 2010.
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Since then |'ve represented Lion as both grower
and processor.

Over the past 40 years bul k co-op
percentage of the industry has reduced to where
t he i ndependent grower now represents 16 votes,
Sunmai d 10 votes, and RBA 9 vote, grower votes of
the 35 seats avail able going into the 2016
el ections of the RAC. The word "independent”
means just that: npbst growers do not wish to take
of their tine to serve the industry.

The RAC does a very good job of
announci ng t he i ndependent nom nati on neetings,
but to no avail. For exanple, we just held
nom nati on neetings for the three districts. |
attended the Fresno County neeting where there
were to be nominated -- nomnations for 14 nenber
seats and 14 alternate nenber seats. A total of
five people showed up.

Due to the format of the nom nations,
some of us would only nom nate those willing to
serve as a nenber since any nore than 14 nanes

nom nated we'd be conpel |l ed conpeting for those
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seats, and sone growers only choose to be an
alternate. | believe the nine points of our
proposal is accurate in describing how we'd get
nore i ndependent growers involved in the
California raisin industry.

And | could speak to the nine points.

That is my testinony, Your Honor.

JUDGE McCARTNEY: All right. | w sh
you woul d el aborate on the nine points.

MR. BARSERI AN: The ni ne points:

What is the purpose of the proposal ?
And the proposal, as | stated in ny testinony, is
to increase the participation on the conmttee
for independent growers.

Nunber 2, what problemis the proposal
designed to address? |It's basically trying to
make sure that we get enough participation from
both the menbers and the alternates where the
al ternates have been goi ng vacant for several
years in a row.

Nunmber 3, what are the current

requi renents or industry practices relative to
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the proposal? W hold a neeting. It's well
announced. G owers, independent growers are just
that, they're independent, they wi sh not to
participate. And it's very difficult to get
enough people to want to serve on the board.
They're busy on the tractor all day |ong or
taking care of their problens on the ranch, and
it's hard to get themaway to cone in for a 3 or
4 hour neeting once a nonth or whatever the tine
frame is or whatever is going on.

Nunber 4, what are the expected i npact
on producers, handlers and consuners? Basically
no inmpact on the consunmer. But it would have an
i npact on the industry because we'd have nore and
a fuller representation of those that will be
serving as alternates who will get to see how the
syst em wor ks and, hopefully, soneday want to
serve as a nenber.

Nunber 5, how woul d the proposal tend
to inprove returns to producers? Quantify.
| ndependent growers woul d benefit from ful

representation on the RAC. Full representation
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woul d gi ve the independent growers their
represented voice in the RAC decision making
process and, therefore, equate to representative
judiciary participation.

Si x, what are the expected effects on
smal | business? There are snmall independent
growers that are on the RAC as either nmenbers or
alternates. |If independent growers were all owed
to run as alternate nmenbers only this could
i ncrease the representation of small independent
grower busi nesses.

Nunber 7, would the proposed increase
or decrease cost to produce, as Handl ers'
Committee and RAC, explain? And basically
there's no, you know, it's going to be no cost in
t he proposal that's being proposed here.

Nunber 8, how woul d the proposal be
i mpl enented? The proposal would result in a cal
for nom nations for both i ndependent grower
menbers as well as their alternate nenbers. It
woul d be the sane way it's done now. W'd attend

a neeting called for by the RAC. In this case
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it's at the RAC neeting -- | mean at their
offices. W would attend, nom nate for nenbers
and alternates separate and apart. Today it's
all under one slate. And we're trying to change
that to get that better representation.

How woul d conpliance with the proposal
-- Nunmber 9, how would the conpliance the
proposal be effected? USDA oversees the
nom nati on process, reviews background and
acceptance statenents and has sel ection
aut hority.

JUDGE McCARTNEY: All right. Let's
t ake questions on Exhibit 29 and that testinony,
then we'll turn your attention to that portion of
your testinony that you wish to read into the
record fromthe other docunent.

Are there any questions relative to
Exhi bit 29?

MS. SCHMAEDI CK: Yes, Your Honor.

EXAM NATI ON ON BEHALF OF USDA, AMS
MS. SCHMAEDI CK: Mel i ssa Schmaedi ck,

USDA. Good afternoon
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MR BARSERI AN: Good afternoon.

M5. SCHMAEDI CK: Thank you for your
t esti nmony.

So | just wanted to clarify that you
menti oned in your prepared statenent the
reference to the nine points. And then you read
the nine points for this particul ar proposal.

MR. BARSERI AN: Yes.

MS. SCHMAEDI CK: And | believe that
t hose nine points are included in Exhibit 15,
whi ch was submitted earlier today by Ms. Debbie
Powel | .

MR. BARSERI AN: That's correct.

M5. SCHVAEDI CK: Ckay, thank you.

So just to make sure |'m understandi ng

your statenent correctly and sort of the history
that you've laid out, you state that prior to
1976 there -- the seats were not allocated to
your three segnents that you identified: Sunmaid,
RBA and i ndependents; is that correct?

MR. BARSERI AN: Yes, that's correct.

M5. SCHMVAEDI CK: Ckay. And then you
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state that -- I'll just paraphrase -- this becane
very brutal for growers and they asked that the
process be changed so that each segnent had their
rightful share. 1Is that correct?

MR. BARSERI AN: That's correct.

M5. SCHMAEDI CK: Okay. So |I'm
wondering if you could describe to us, you
menti oned that independents, you described them
as independents neans just that, nobst growers do
not wish to take of their time to serve at the
I ndustry.

But what |I'mwanting to ask you about
is what is the independent perspective that is
represented by i ndependent grower nenbers? And
howis it different from Sunmai d and RBA?

MR. BARSERI AN: Explain. Two, it's
easy to explain. Ckay.

MS. SCHMAEDI CK: Pl ease.

MR. BARSERI AN: Sunmaid is a marketing
processi ng cooperative. Their nmenbership is nade
up of those growers that have a nmenbership in the

organi zation. Even though Sunmai d does buy on
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t he outside fromindependent growers and al so the
RBA, which is a bargaining association. The
bar gai ni ng associ ati on acts as, one, to negotiate
for a fair and reasonabl e price once a year.
That's their main, main reason for being in
exi st ence.

So the i ndependent grower chooses not
to be a menber of Sunmaid and chooses not to be a
menber of RBA. Could be a nenber of Fresno Co-
op, so there's nore than just one co-op in the
busi ness, and they're a marketing co-op, but a
very small one, maybe 1 or 2 percent of the
i ndustry. \Where Sunmaid is near 30 percent, RBA
is alittle bit less than that.

And then what's made up of the rest,
roughly about 46 percent of the industry, are
t hese i ndependent growers. And they choose not
to be associated with either one. But they could
sell to Sunnmaid for cash. They could sell to one
of 20-sone-odd packers for cash or terns or
whatever. And they choose to take that position

and not join the different organizations within
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t he i ndustry.

M5. SCHMAEDI CK: Thank you for that
clarification.

So does that explain, again in your
statenment you indicate that the independent
growers represent 16 votes?

MR. BARSERI AN: Yes.

MS. SCHMVAEDI CK: Sunmaid 10, and RBA 9.
So with that 16 votes |I'mwondering if that
equates to 16 nenber seats. |s that correct?

MR. BARSERI AN: Yes.

MS. SCHMAEDI CK: And that is --

MR. BARSERI AN: And alternate seats: 16
and 16.

M5. SCHMAEDI CK: Okay. And then so
that 16 represents the roughly 45 percent that
you just nentioned?

MR. BARSERI AN: Take 16 and divide it
into 35, 35. You get your percentage. | m ght
be off a half a percent.

M5. SCHMAEDI CK: | see. Thank you for

that clarification.
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So in your opinion this independent
voice, is it fairly significant?

MR. BARSERI AN: Well, it's significant
as a percentage of the industry of Kalem
Bar seri an speaking for them (Ckay. Because sone
of us are out there representing the entire
i ndustry, whether independent, Sunmaid or RBA.
So ny position in nost cases, probably 90 percent
of the tinme, maybe 100, I'min support of what
everybody else is in support of. You know, the
vi abl e industry, making a decent return to
growers, processors being healthy and nmeking a
profit in the market.

W' ve used this marketing order since
1949. A lot of things have changed in that 70
years since it started. W're here today with
anot her hearing to nake sone dramatic changes.
m ght agree with them | mght not, but we're
making it, for whatever reason

But we still have to work together.
W're in a 50-mle radius of where we sit is

where the majority of all of our producers are
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and where all of our processors are. So whatever
happens in Madera -- | say you heard it through
the grapevine -- all know about it in Selma, you
know, inmediately.

So we're very close, we're a very
cl ose knit organiz -- today we're all together,
we're all on the sane page. W' re Sunmaid.
W're RBA. We're independent growers. W're
processors. W're dehydrators. W're al
functioning on the well-being of this industry.
No one really is at advantage or di sadvant age
unl ess they place thenselves in that position.

M5. SCHMAEDI CK: Thank you.

"' mwondering -- let nme just draw on
previ ous statenments that have been nade by ot her
Wi tnesses in that the nenber, independent nenber
grower seats may be filled but the alternate
seats are not always filled. But there are
regul arly vacancies for the alternate nenber
seats. Is that correct?

MR. BARSERI AN: That's correct.

M5. SCHMAEDI CK: And so in your opinion

Neal R. Gross and Co., Inc.
(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

woul d this proposal help fill in those vacanci es
and, therefore, further substantiate or round out
the representati on of independent growers and
their voice?

MR. BARSERI AN: Wl |, people like ne
that is well integrated within the industry and
tal king to i ndependent growers, | can't get them
to serve as a nenber, which would basically
require every time that we send out a notice of a
neeting, they're to attend. ay. They don't
want to, at this point in their life they don't
want to do it. But they would be willing to be
an alternate in case Kalem couldn't be there next
Tuesday at 3:00 o'clock. | could call up denn
and Aenn will be there taking ny place.

Because of the way it's now, if you
nom nate one nore than what seat is open, that
person who wanted to just be an alternate we
don't nomnate him he just gets elimnated. By
this change we'll now put a slate on the table of
both the menber and when that nom nation is

cl osed then we'll open up the alternate and
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nom nate the alternate.

This was ny proposal because | saw
what had happened in the | ast several years how
it's eroded to not enough people want to serve.
It's just gotten worse instead of better. W' ve
had so many growers go out, out of the business
and into other things, either selling their |and,
pl anti ng al nonds or pistachios or C enentines.

W were at one tine 5,800 growers in the
i ndustry. We're probably under 3,000 today, and
still declining.

M5. SCHMAEDI CK: Thank you.

JUDGE McCARTNEY: I'd like to ask a
foll owup question about that.

I n your opinion does this nodification
of the process to permt alternates provide a
nore skilled applicant pool for when you are
seeking positions on the main, the main board so
t hat you have experience and people who are nore
connected to the process?

MR. BARSERI AN: That's a tough question

because if you say a nore skilled, | think all of
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them are skilled just by being on a farm

JUDGE McCARTNEY: In the process?

MR. BARSERI AN: But in the process, you
know, a lot of themreally don't know the
function of the marketing order and what it neans
to their well-being. This is really nore of an
educational thing, in nmy opinion. | nean |'ve
been at this, |I've been on the RAC maybe 40 of
the 50 years that |'ve been in the business. And
|"ve worked at the RAC and got my education
there. So I've got this well-rounded background
within the industry, like my coll eagues here
t oday.

Everybody in this roomtoday took of
their time to be here. Can't get everybody to do
that. One of the fellows here had to go back on
the ranch because he's spraying today for the
sizing of his Zante currant raisins. That's how
critical "right now' is to get people, you know,
to do that.

So all thisis, innmy opinion, is a

| earni ng curve for those nenbers that, or these
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alternate nmenbers that are now going to conme on
the RAC and see how it functions, why it
functions, why we do the things that we do.

M5. SCHMAEDI CK: Thank you for that,

t hat statenent.

And if |'m understandi ng you
correctly, this proposal to allow individuals to
select to be alternates could al so be seen as a
very progressive step towards creating a
training, if you will, a nmenber-in-training.

MR. BARSERI AN: That's correct. That's
basically what | told our judge is that, you
know, |'m | ooking at nom nating new peopl e that
are just conming in to the farmside or they're
second generation, they've now taken over from
dad or grandpa. They're now going to stay in the
rai sin busi ness for whatever, you know, reason
they want to stay init. And these are the new
peopl e that we could get introduced to take over
for us.

| nmean I, I'"'mon the last lap so to

speak. So sonebody's got to take ny place. 1've
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got a |lot of experience, you know. | get |aughed
at a lot for being so old, but.

JUDGE McCARTNEY: | have to say you
| ook pretty good for 78. Now that was very
courageous of you to offer that.

(Laughter.)

MR. BARSERI AN: Thank you.

M5. SCHMAEDI CK: Thank you for your
st at enent .

You did nmention that this was your
proposal; is that correct?

MR. BARSERI AN: Yes.

M5. SCHVAEDI CK: And you were involved
with the workgroup; is that correct?

MR. BARSERI AN: Yes.

M5. SCHMVAEDI CK: And have you had an
opportunity to talk about this proposal wth your
fell ow industry growers, handl ers?

MR. BARSERI AN: Every day.

SCHVAEDI CK: Yes.

BARSERI AN: Yes.

5 2

SCHVAEDI CK: And what has been the
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reception?

MR. BARSERI AN: Very good.

MS. SCHMAEDI CK: Good.

MR. BARSERI AN: Matter of fact, |
proposed sonme wite-ins for this one that we're
wai ting for approval on for, not for this
anmendnment but for going, you know, what our new
board is. And so | think we'll see -- |'ve got
about five, six nanes that should be included on
the alternate this com ng year

But this makes it cleaner. |nstead of
having to have a wite-in, this nakes it you
separate because the guy that wants to serve as a
menber will get to serve and the guy that wants
to serve as an alternate will get to serve.

M5. SCHMVAEDI CK: Wel |, thank you very
much for your testinony, for your expertise.

JUDGE McCARTNEY: Any further questions
for this w tness?

EXAM NATI ON ON BEHALF OF USDA, AMS
MR. McFETRI DGE: Marc McFetridge, USDA.

Just a few quick questions.
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Based on your testinony you said that
you had 40 acres of Thonpson Seedl ess; is that
correct?

MR, BARSERI AN: Just say NTS, Marc.

It's easier.

MR. McFETRI DGE: NTS. |s that correct?

MR. BARSERI AN: Yes.

MR. McFETRI DGE: So based on the Small
Busi ness Admi nistration definition of having
annual receipts of |less than $750, 000 woul d
classify you as a small grower, would you say
you're a small or a |arge grower?

MR. BARSERI AN: Snal | .

MR. McFETRI DGE: Sral | .

You al so stated that you worked for
Li on Raisin Conmpany. |s that correct?

MR. BARSERI AN: Yes.

MR. MFETRI DGE: Based on the Small
Busi ness Association's definition of a |large
handl er of having greater than $7.5 mlli on,
woul d you feel confortable classifying Lion as a

| arge or small handl er?
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MR, BARSERI AN: Lar ge.

MR. McFETRI DGE: Large. Thank you.

One nore qui ck question. Just | know
we di scussed about having the alternates being
able to vote themin would be kind of an
educational process. Do you see is that a way to
open the door for, you know, kind of cone in,
ki nd of get used to the system kind of wet their
feet so to speak, and then possibly down the road
they' d becone nore interested in serving as a
menber on the, on the board?

MR. BARSERI AN: W woul d hope so.

MR. McFETRI DGE: Okay.

MR. BARSERI AN: No guar antee that that
wi |l happen. And the sane, you know, that's kind
of alead-into the termlimt situation. |
don't want to get hooked by nmy friends from USDA

But one of the problens is that you
al so have processors, dehydrators that, you know,
they are proprietary. You know, they're not a
corporation. They're not big like Lionis a

famly operation but it's big. You know, we have
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a lot of enployees. And a lot of tines we can't
-- famly nmenbers don't want to serve on the RAC
we have to get guys like ne, you know, the G M
or someone within the organization that woul d
serve on the board.

But with proprietary conpani es they
have a hard tinme getting away. So when you find
a good one you want to keep themon there. You
don't want to throw them out. Because we're
wor ki ng for nothing. W're getting paid nothing
to do this. | nmean | should be overseei ng our
ei ght sales staff at Lion Raisins today but I'm
here because this is inportant. Sonebody had to
do it. And everybody in this roomis giving of
their time in one capacity or another to be here
for one, two or whatever nunber of days it takes.

So we're hoping that down the road
t hat educational process is going to work.

MR. MFETRIDGE: Right. Well, thank
you very nmuch for your tinme. And no nore
guesti ons.

JUDGE McCARTNEY: | have a question.
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MR. BARSERI AN: Yes.

JUDGE McCARTNEY: And it nmay not be a
popul ar one. But | think the record should
refl ect your opinion on what the negative
consequences would be with respect to the term
limt, given the situation you described of
having difficulty reaching out and recruiting and
retaining qualified people to serve.

MR. BARSERI AN: Yes.

JUDGE McCARTNEY: What is your opinion
on the imedi ate inpact if that proposal were
adopt ed?

MR. BARSERI AN: Well, first of all, if
you read the USDA proposal it's termng us out in
eight years. [|'ll be 86. | don't know if I"]|
still be around when |I'm 86. But --

JUDGE McCARTNEY: That's taking it very

per sonal .

(Laughter.)

MR. BARSERI AN: Exactly. But you know,
again is sonebody has to replace ne. | feel 1've

been a | eader of this industry for a great nunber
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of years. People rely on ny expertise, ny
ability to gather things and relay them
Sonetines they say | spinit alittle bit. Myb
| do and nmaybe | don't. But | think inmpact-w se
ei ght years ternmed out in political |ife where
you're getting paid for your services is

different than this where we're giving of

t hat because | nean --

JUDGE McCARTNEY: | nean if you get -

Neal R. Gross and Co., Inc.

e

our sel ves.

And | just feel that the termlimt is
not a good proposal for this industry because
it's so small.

JUDGE McCARTNEY: You may not be able
to answer ny question, but |'m wondering does
this term-- this termlimt doesn't apply to
alternates; --

MR. BARSERI AN: No.

JUDCGE McCARTNEY: -- isn't that true?

So an alternate can serve in
perpetuity?

MR. BARSERI AN: Well, | don't know why
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MR. BARSERI AN: -- | would say nmy own

opinion of that is | don't see nuch why it

woul dn't be the sane.

JUDGE McCARTNEY: Uh-huh. But it's not

t hough, is it?

MR. BARSERI AN: No, it's different.

JUDGE McCARTNEY: Al right. So in
your opinion does the fact that the termlimt
does not apply to alternates a good thing?

MR. BARSERI AN: That is a real tough
guestion. | don't want to -- you know, it's
good. We'Ill carry it the other way, too, and --

JUDGE McCARTNEY: But it could be
better if it doesn't apply to anybody?

MR. BARSERI AN: It would be better if
it wasn't applied to --

JUDGE McCARTNEY: To anybody.

MR. BARSERI AN: Yeabh.

JUDGE McCARTNEY: All right, yes. |
under st and.

Thank you.

Al'l right, any further questions
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regardi ng Exhibit 29?

(No response.)

JUDGE McCARTNEY: All right. Any
objections to the adm ssibility of Exhibit 297

MS. CH LUKURI: Your Honor, | have one
or two questions.

JUDGE McCARTNEY: Ch, |'m sorry.

M5. CHILUKURI: It's okay.

EXAM NATI ON ON BEHALF OF USDA, OGC

M5. CHI LUKURI : Rupa Chil ukuri, USDA.

So, M. Barserian, | just wanted to
ask you as it relates to this proposal,
i ndependent, separate nom nations for independent
grower nenbers and alternates, is there any cost
that you, that would be associated with it?

MR. BARSERI AN: No.

M5. CHI LUKURI: And would the timng of
t he nom nations change at all?

MR. BARSERI AN: No.

M5. CHI LUKURI: Ckay. And during your
testinmony | think you said that you m ght agree

with certain of the proposals and you m ght not
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agree with certain of the proposals. So | want
to wal k through each of the proposals and just
have on the record your opinion.

MR. BARSERI AN: Are you talking the 1
t hrough 9 or the other five proposal s?

MS. CHI LUKURI: | understood it to be
what's in the Notice of Hearing, those proposals.

MR. BARSERI AN: Ckay.

MS. CHILUKURI: So I'Il --

JUDGE McCARTNEY: Counsel, he hasn't
finished his testinony. |t was bifurcated.

MS. CHI LUKURI : Yes.

JUDGE McCARTNEY: So you night want to
reserve that until he's conpleted his testinony
on all the points.

M5. CHI LUKURI: Ckay, | will do that.

JUDGE McCARTNEY: Ckay.

MS. CHI LUKURI: That's all | have for
now t hen.

JUDGE McCARTNEY: No objections to
Exhibit 29; it's hereby admtted.

(Wher eupon, the above-

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

referred to exhibit,
previ ously marked as
Barseri an Exhibit 29, was
recei ved in evidence.)
So if you would turn your attention
now, sir, to the second portion of your
t esti nmony.
FURTHER TESTI MONY OF KALEM BARSERI AN
MR. BARSERI AN Ckay. M second
testinmony is, relates to termlimts. | have a
very short statenment on that.
Once again, nmy nanme is Kalem
Barserian. | amtestifying against termlimts.
First of all, we receive no pay for
taking tine out of our busy lives to attend
several neetings during the course of a year. |
am a nmenber of the RAC and have been appoi nted by
the Chairman to sit on seven subconmttees. Most
of us have been in a | eadership role, having to
go begging to get enough people, whether they are
grower representatives or packer representatives,

to participate as nenbers or alternate nenbers of
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t he RAC.

Over ny 50-plus years in the
California raisin industry | have represented the
RAC as an enpl oyee, CEO of the RBA, RBA raisin
grower, independent raisin grower, and a raisin
processor. It doesn't matter, it's always a
handful of dedicated people willing to take of
t hensel ves to serve for the betternment of the
entire industry.

Anyone new who wi shes to serve on the
RAC has never been told he or she can't. By
splitting up the percentages of each group it
brings a fairness to the system Therefore, if
it isn't broken, don't try and fix it.

End of testinony.

JUDGE McCARTNEY: All right. Any
foll owup questions with respect to that portion
of the witness' testinony?

Al'l right, counsel

EXAM NATI ON ON BEHALF OF USDA, OGC
MS. CH LUKURI: M. Barserian, | think

| nmentioned this at the outset of the hearing
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t hat USDA has nodified the proposal that was
initially in the Notice of Hearing. And you have
had a chance to | ook at that nodified | anguage?
And you have discussed in part --

JUDCGE McCARTNEY: Let the record
reflect that was a question, not a directive.

MR. BARSERI AN: Yes, | -- Yes, | read
this.

M5. CHI LUKURI: Ckay. So you
understand that --

MR. BARSERI AN: Yes.

MS. CHILUKURI: -- alternates would
now be exenpt fromthe --

MR. BARSERI AN: Yes.

MS5. CHILUKURI: -- termlimts
requi renments? Ckay.

JUDGE McCARTNEY: And | believe your
testimony was that's a good thing.

MR. BARSERI AN: Yes.

M5. CHI LUKURI: Ckay. And now back to
| think you had nmentioned in your earlier

testinony that you m ght agree with certain of
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t he changes and you might not. So | just want to
go through the list. | imagine that you --

MR. BARSERI AN: Well, can | save you
time?

M5. CHI LUKURI: Yes, you can save ne
time.

MR BARSERIAN: |'min favor of
everything but the termlimts.

M5. CHI LUKURI: And you're in favor of
everything but the termlimts. And you | ooked
at the term --

MR. BARSERI AN: Yeah. Even the USDA's
proposal to elimnate the sections of the order
that pertain to reserve pools.

M5. CHILUKURI: Ckay. As it relates to

vol unme control -- or, I'"'msorry, as it relates to

MR. BARSERI AN: Reserve pool, volune
controls, to ne the same term nol ogy.

M5. CHILUKURI: Right. | msspoke.

As it relates to termlinmts, you are

opposed to what's in the Notice of Hearing and
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you' re al so opposed to --

MR. BARSERI AN: Yes.

MS. CHI LUKURI: -- the nodification?

MR. BARSERI AN: Yes.

MS. CHI LUKURI: You have said that
ei ght years was too short of a --

JUDGE McCARTNEY: Counsel, so that the
record is clear, | believe the witness testified
that he did endorse the nodification elimnating
termlimts as to alternates, but he continues to
object to termlimt application to other
menbers. |s that correct?

MR. BARSERI AN: That's correct.

JUDGE McCARTNEY: So he doesn't object
to all of the nodifications.

M5. CHI LUKURI: Ckay. Thank you for
that clarification, Your Honor. | may have
m sunderstood that. So | appreciate that.

And | have no further questions then.
Thank you.

MR. BARSERI AN: Thank you.

JUDGE McCARTNEY: Anything further for
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this wtness?

(No response.)

JUDGE McCARTNEY: All right. You are
her eby excused.

MR. BARSERI AN: Thank you.

JUDGE McCARTNEY: Thank you very nuch
for your time and your testinony.

(Wtness stands down.)

JUDGE McCARTNEY: Al right. Are we
ready to nove forward to the next w tness?

Pl ease state your nane for the record
and affirmthat you have been previously sworn.

MR MLINOVICH M nanme is Jeff
M Ilinovich. And | have been previously sworn.
VHEREUPCN,

JEFF M LI NOVI CH

havi ng been previously duly sworn, was called as
a W tness here, and was exam ned and testified as
follows:

JUDGE McCARTNEY: All right. Do you
have any exhibits that you are prepared to

sponsor ?
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MR. M LINOVICH Exhibits 30 and 31 are
bei ng handed out.
JUDGE McCARTNEY: All right.
MR. MLINOVICH And they are ny
testi nmony too.
JUDCGE McCARTNEY: Bot h documents?
MR M LINOVICH Both docunents.
(Wher eupon, the above-
referred to docunents were
mar ked as M linovich
Exhibits 30 and 31 for
i dentification.)
JUDGE McCARTNEY: Thank you.
Al right, you may proceed.
TESTI MONY OF JEFF M LI NOvI CH
MR MLINOVICH All right. M nane is
Jeff MIlinovich. | work at Central California
Rai si n Packi ng Conpany in Delray, California, a
fam|y-owned raisin processing plant that has
been in operation for the past 60 years.
| have been working within the raisin

i ndustry for six years, and have been serving on
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the RAC board for three of those -- three of the
past six. Prior to working in the raisin

i ndustry | worked two years with the USDA in the
Mar keting Orders Adm nistrative Branch, currently
nanmed the Marketing Order Adm nistrative

Di vi si on.

Today | am here to tal k about the
proposal going before the USDA concerni ng changes
to add the | anguage into the narketing order to
insert the word "quality" to the list of
attributes that can be regul ated under the order.

This proposal would also clarify the
i ntent of Section 989.53, Research and
Devel opnent; 989.54, Marketing Policy; 989.73,
Reports; 989.107, Inspection and Certification;
Qual ity Control Section 989. 157 through 989. 160;
and Form FV-146, Certificate of Quality and
Condition, which all refer to the regul ati on of
guality under the order.

Currently, the Sections 989.58 and
989.59 of the order state that the committee has

the authority to recommend the grading condition
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standard regul ati on under the order. The
attribute "quality" is not specifically
ment i oned.

However, other current sections of the
order indicate that quality is in fact a current
regul ated attribute, as is stated clearly on the
I nspection Certificate FV-146, Certificate of
Qual ity and Conditi on.

The conmittee believes it is very
i mportant for us to explain the difference
between quality and grade. W believe this to be
i nportant, as it has always been inplied in the
order we could regulate quality, as nany ot her
orders already regulate. Mich of the | anguage
within the existing order nmakes reference to
quality being inplied init.

As our industry noves forward, we
bel i eve the inclusion of the | anguage wil |
benefit our ability to adjust based on future
I ssues that nmay cone up in FDA regul ation or
anything el se pertaining to custonmer concerns.

This regul ati on woul d concretely insert this
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authority into the order and allow us to apply
new regul ation that seens fit.

The conmittee sees val ue in doing
guality checks on the product to ensure the
safety of the consuner. W think there could be
many benefits that come under doing residual
testings for such itens as herbicides, pesticides
or fungicide residues. In an issue that is
al ready taking effect, we are regul ating
ochrat oxi n, which was previously stated, a
nat ural | y-occurring fungus.

A tolerance Iimt for this fungus is
in place for products entering many markets. And
the ability for the industry to neet those
mar kets' inport requirenents are vital to
continued trade. By inplenenting regulation
under the order, the industry would be certain
that this requirenment would be equally applied to
all handlers of raisins within the U S.

Many of our growers are prohibited to
use chem cals and are regulated in the field, but

this would give our products a validation that
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there are no residual problens on incomng or
out goi ng fromthe packers.

Furthernore, in the event that the
i ndustry desires to inplenent further regulation
to conformto forthcom ng FDA gui delines under
t he Food Safety and Mbderni zation Act, those
regul ations may not fall within the traditional
framewor k of grading condition standards. Thus,
the authority to regulate quality would inprove
the commttee with the flexibility to nmeet future
regul atory needs of the industry.

The inmpact of this is very mninal.
This attribute would give the board the authority
to make changes in new regul ation. Any new
regul ati on would need to be vetted as a proposal
approved and recommended by the RAC, published by
the USDA as a proposed rule, receive public
comrent and USDA approval prior to being
i mpl enent ed.

This | anguage in the order could
create new regul ati ons which would benefit the

i ndustry by creating nore confidence in
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California raisins fromthe buyer -- from buyers
around the world. In effect, snmall business
owners and growers ali ke would benefit fromthe
new regul ation the industry finds to be inportant
to enforce.

Fromthe raisin community standpoint,
we need to be able to nmarket our product as a
superi or product to many of our foreign
conpetitors based on the extra effort we put into
t hese products. Wth California growers and
handl ers being held to new hi gher standards by
our custoners and by our governnent with the Food
Saf ety and Mbderni zati on Act, we should pronote
and identify how our superior quality is a
benefit to the consuner by not only being a
better product and taste, but also for the safety
of the famlies around the world enjoying our
rai sins.

| f approved by the voters, the
authority would allow the commttee to nake
recommendati ons for regul ations at the USDA. Any

new regul ations will need to be devel oped and
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vetted as a proposal approved and recomended by
t he RAC, published by the USDA as a proposed
rul e, receive public comrent and USDA approval
prior to being inplenented. But as of now,
because it is giving no authority, no new
conpl i ance, inpacts or cost.

That's the end of nmy first testinony.

JUDGE McCARTNEY: Do you wish to
bi furcate with respect to Exhibit 31 and take
guestions now or do you want to do them both at
the sane tine? It's up to you.

MR MLINOVICH: I'Il do the next.
"1l do the rest.

JUDGE McCARTNEY: All right.

MR MLINOVICH | nean they pertain to
each ot her, so.

JUDGE McCARTNEY: Testinony on Exhi bit
31.

MR MLINOVICH Ckay. |I'mgoing to
now get to Exhibit 31. Add authority to
establish different regulation for different

mar ket i ng desti nations.
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Thi s proposal would add authority for
the commttee to establish, subject to the USDA
approval , different grade, quality or condition
regul ation for different nmarket destinations.

The California raisin industry has custonmers in
many di fferent countries. The consuners in these
countries vary significantly.

Currently, the order does not all ow
for different quality or grade standards to be
applied to those markets. The current standards
are a one-size-fits-all. This authority would
allow the commttee to devel op regulation for
product that is best suited for a particular
mar ket destination. Current order |anguage
establ i shes grade and condition standards for two
classifications only: Grade A and G ade B.

This proposal would result in the
addition of the authority to establish different
regul ations for different market destinations
under the order. No new grades or regulations
woul d actually be made and the existing would

still be the norm |If any such regul ation were
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to be inplenented as a result of the authority,
the antici pated negative inpacts on growers woul d
be mnimal, if any.

Different regulation for different
mar ket destinations would not prevent product
frombeing sold into the markets. Instead, it
woul d match product attributes to the consumer
profile and consunmer -- and custoner demands of
each market. Simlarly, the negative inpact on
handl ers would be mninmal, if any. Wile the
potential for a positive inpact would be high, as
handl ers will be better able to neet customner
demand.

Consuners woul d |ikely benefit from
the proposal, as its intent is to custom ze
product standards to specific nmarkets, thereby
provi ding custoners with products that neet their
demand. The sale of a good woul d be received by
the country, by other countries with the
assurance that they neet their country's specific
regul ati ons.

If regulation were inplenmented, it is
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pl ausi bl e that returns to growers woul d increase

as regulation for higher quality products in sone

mar kets could result in higher prices paid for
that product. Small businesses are expected to
benefit fromthis conmttee's ability to
proactively regul ate product, thereby ensuring
that the domestic consunmers and foreign markets
are confident in California raisins.

This proposal would result in the
addition of the authority to devel op regul ati ons
for different market destinations. |Its
i mpl enentation would not result in any specific
regul ati on per se. Therefore, the proposal does
not have an economic inpact at this tine. |If
approved by voters in the referendum this
authority would allow conmmttees, or allowthe
commttee to make reconmendations for different
regul ations for different market destinations to
t he USDA.

Any new regul ati ons woul d need to be
devel oped and vetted as a proposal, approved and

recommended by the RAC, published by the USDA as
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a proposed rule, receive public coment and USDA
approval prior to being inplenented.

The proposal itself does not have
conpliance inpacts at the tine.

And that's the rest of ny testinony.

JUDGE McCARTNEY: All right. Are there
any questions for this wtness?

EXAM NATI ON ON BEHALF OF USDA, AMS

MS. SCHMAEDI CK: Mel i ssa Schmaedi ck,
USDA. Good afternoon, M. MIlinovich. Thank you
for your testinony.

MR. M LINOVI CH: Thank you.

MS5. SCHMAEDICK: | will start with
guestions on your statenent with regard to
guality and then I'lIl nove on to your statenent
with regard to different regul ations.

MR. M LINOVI CH: Ckay.

MS. SCHMAEDI CK: Different markets.

So, to begin with just a brief recap
of your Exhibit 30, your statement on quality,
you indicate that the term"quality" exists

t hroughout the order, yet the order does not
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specify the actual authority to regulate quality.
Is that correct?

MR. M LI NOVI CH: Yes.

M5. SCHMAEDI CK: I n your opinion, does
that inply that it has been a long termintent of
the industry to be regulating quality?

MR MLINOVICH Yes. | think that the
intent was to, is to use quality within the
order. It is in other orders actually regul at ed.
It is just not stated in the, in the section to
give it the authority. And it has been the
intent of the commttee to regul ate based on
quality.

MS. SCHVAEDI CK: So would it be, would
it be accurate to say that in part this proposa
is to clarify an intent that currently exists and
has existed for quite sonme tinme within the
i ndustry?

MR. M LI NOVI CH: Yes.

M5. SCHMVAEDI CK: Ckay, thank you.

| wanted to talk to you a little bit

about your statenent about the difference between
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guality and grade. You nentioned that they're
two different things. Can you describe a little
bit in nore detail what the difference is between
guality and grade?

MR. M LINOVICH The grade, grade and
guality is specified under -- if we're |ooking at
it frompassing and failing fruit, the quality of
the fruit could be the higher B& or the quality
of the product going out in the market, that
woul d be the sugars and those attributes to it.

Grade is specific to the size -- or
t he amount of nmaybe the sugars. So the quality -
- Sorry, let me back up.

The quality could be concerning -- or
the grade is nore so the B& and the sugars and
whet her the product is failing because it's | ow
maturity product.

The quality could be if the product
itself has a specific attribute to it, such as we
put in there, potentially ochratoxin. It is
passing that quality test that we would

potentially performif we enacted that regul ation
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with an order.

MS. SCHMAEDI CK: Okay.

JUDGE McCARTNEY: | have a follow up
guesti on about that.

MR. M LINOVI CH: Ckay.

JUDGE McCARTNEY: Am | correct in
understanding that grade is a termof art and
there are now two grades, A and B; and quality is
a characteristic or trait with nmany nuances and
is not atermof art as specifically defined in
the regs?

MR. M LI NOVI CH: Yes.

JUDGE McCARTNEY: Thank you.

M5. SCHMAEDI CK: Thank you.

And to pick up on that question, you
referred to a Gade A and a Gade B. In
referencing those two grade classifications are
you referring to the USDA grade and size
regul ations for raisins?

MR MLINOVICH It's the, it's the
bricks regulation, the B&, which is B or better.

So B standard or better. So G ade A or B usually
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regul ates the airstream

So we went over it earlier where the
airstreamsorter it gives an evaluation of the
nmeat or the solids within the product.

M5. SCHMVAEDI CK: Ckay. So if you had
authority to regulate quality you woul d be
regulating different attributes that are
currently -- different attributes fromwhat are
currently regul ated under grade and size
authority; is that correct?

MR. M LI NOVI CH: Yes.

M5. SCHVAEDI CK: Ckay. |s that what
you nmean when you state those regul ati ons nay not
fall within the traditional franmework of grade
and condition standards?

MR. M LI NOVI CH: Yes.

M5. SCHMVAEDI CK: Ckay. So currently
under the traditional grade and condition
standards that exist there isn't a tolerance for
ochratoxin; --

MR. M LI NOVI CH: Yes.

MS. SCHVAEDI CK: -- is that one of
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your exanples? Ckay.

You al so nentioned that having
authority to regulate quality would be inportant
in the context of the Food Safety Modernization
Act. Can you speak nore to that subject?

MR MLINOVICH As we tal ked about it,
if there were guidelines or things that were
actually inplenented towards this in Food Safety
and Moderni zation, we could potentially use the
order to inspect for sone of those things, if
that ever canme into effect.

' mnot exactly sure on all the cross
that could occur between the two. But just for
us to be a little bit nore |I guess adjustabl e,
fl exible.

M5. SCHMAEDI CK: So, for exanple, if
under the Food Safety and Mbderni zation Act there
were a need to, let's say, have a testing,
sanpl i ng protocol for sal nonella contamn nation,
for exanple, if that were applicable to raisins
at sonme point in the future, is it your opinion

that this quality authority, the authority to
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regul ate quality would then allow you to devel op
a reqgul atory programto address that?

MR. M LINOVICH That could potentially
be sonething that was | ooked at. It would have
to be vetted through the board and through the
USDA, obvi ously.

MS. SCHMAEDI CK: Ri ght.

MR M LINOVICH But, yes.

MS. SCHMAEDI CK: But that's one --

MR. M LI NOVI CH: Yes.

M5. SCHMVAEDI CK: -- potential usage;
is that correct?

MR. M LINOVICH: Yes.

M5. SCHMAEDI CK: Thank you.

Your Honor, | would like to take a
pause and before | ask questions on Exhibit 31.
And 1'd like to ask ny colleague if he has any
guestions on this particular issue.

JUDGE McCARTNEY: All right. Of the
record for a nonent.

(Wher eupon, the above-entitled matter

went off the record at 2:20 p.m and resuned at
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2:21 p.m)

JUDGE McCARTNEY: Any further
guestions for this wtness?

MS. SCHMVAEDI CK: On Exhibit 307?

JUDGE McCARTNEY: On Exhibit 30. No?

Turning our attention to Exhibit 31,
any questions with respect to that testinony?

M5. SCHMVAEDI CK:  Yes, thank you.
Mel i ssa Schmaedi ck, USDA.

BY M5. SCHMAEDI CK:

Q On Exhibit 31, M. MIlinovich, you
tal k about the need to create, or potential need
to create regulation that m ght be driven by a
speci fic custonmer demand in a different country;
is that correct?

A Yes.

Q And you specifically state it would
mat ch product attributes to the consuner profile
and the custoner demands of each market. Can you
gi ve us some exanpl es?

A | think this could -- if we're talking

about quality, it could go into the future of the
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idea of, if a pesticide was banned in a certain
area, we could potentially test for it and sync
up that type of quality inspection to that area,
if we needed to. O, in terns of grade, if there
was a hi gher grade spec or a specific region had
a desire for an attribute of a raisin specific,
we coul d, hopefully, create a grade that woul d go
into that area that would give a nore -- would
gi ve nore confidence in the consuner, the

pur chaser of that raisin.

Q Currently, are there different product
demands in different nmarkets? Do you al ready see
t hat ?

A Yes. | mean, we see raisin purchasers
who only want DOV products. W see raisin
pur chasers who want just traditional tray-dried.
Sonme are okay with any and everything. A |lot of
it depends on the consuner thenselves, and sone
regi ons have specific habits. | couldn't speak
to exact ones right now, but we see specific
custonmers with very stringent specs.

Q And, in your opinion, is there a

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

benefit to creating a regulatory structure then
that woul d ensure that product that is going to
that market destination is consistently being
subject to the sane quality or grade
requi renent s?

A Yes, it would be very beneficial.

JUDCGE McCARTNEY: Can | ask a foll ow
up question about that?

Counsel has been aski ng you about
foreign markets, but |I'm wondering about the
application to our donestic nmarkets, for exanple,
raisins for children's lunches. Do you have an
opi nion as to whether quality standards woul d
facilitate the marketing and servicing of
particul ari zed groups within the donestic market?

THE WTNESS: | definitely think it
could. W haven't spoken of that within the
i ndustry. It would have to be vetted by
everybody, that we wanted to hit a target market
with a type of raisin. | think it would be
driven potentially by the USDA or sonebody.

But, for alot of this, | think it's
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consuner-driven nore so than fromthe packer
side. It's what we woul d see as packers com ng
froman area and letting them know. So, if
sonebody denanded a certain -- it's sort of --
specs are already out there, so the USDA has a
spec when they're purchasing fruit fromus. So
we have to neet that spec.

JUDGE McCARTNEY:  Uh- huh.

THE W TNESS: Wat we woul d be doi ng
for the -- why we're saying in regions is you
could create a spec for a region that was all -
enconpassi ng, so you didn't have a | ot of
different specs within it.

JUDGE McCARTNEY: Right.

THE WTNESS: So it could be regional.

JUDGE McCARTNEY: Well, let nmem
rephrase nmy question to be -- that was a very
hel pful response, though, however.

Drilling dowmnm to a higher |evel of
granularity, to ensure that a domestic consuner
has access to attributes and characteristics

relative to the grapes that they're interested
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in, i.e., the lack of ochratoxins in their grapes

THE W TNESS: Yes.

JUDCGE McCARTNEY: -- at the current
time, how would a consumer group buying |arge
guantities of grapes be reassured if Grade A and
Grade B are not speaking to the regul ation of
traces of that substance?

THE WTNESS: |If it's not specifically
-- if it's not sonmething that we're testing for
and traces for, then it wouldn't be in there.

But, normally -- and for sonme of this, in terns
of the pesticides and sone other things that we
already are -- they are actually illegal within
us. We're not applying them And what we're
trying to do is nmake a match to say -- it's kind
of a certification to sone degree --

JUDGE McCARTNEY: Exactly.

THE WTNESS: -- with sonme of these
situations.

JUDCGE McCARTNEY: A consi stent

standard certification --
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THE W TNESS: Yes.
JUDGE McCARTNEY: -- for all
consuners, donestic and foreign, to be alerted

that the product has been screened for these

t hi ngs.
THE W TNESS: Yes.
JUDCGE McCARTNEY: |Is that correct?
THE W TNESS: Yes.
JUDGE McCARTNEY: All right. Thank
you.
MS. SCHMVAEDI CK: Melissa Schmaedi ck,
USDA.
BY M5. SCHMAEDI CK
Q And are there sone industry nenbers

who are currently testing for ochratoxin, for

exanpl e?
A W' d have to open that up.
Q Ckay.
A And |'d probably have to go to our QA

departnent and talk to them about specifics. But
a lot of these things are tested for at different

| evel s. We just want nore of a solid foundation
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to go off of.

Q Wuld it be accurate to say that this

A Barry is going to probably say

sonet hi ng.

JUDGE McCARTNEY: Well, Barry can wait
until your testinony is through.

MR. KRIEBEL: | was just going to try
to address his specific question.

JUDGE McCARTNEY: All right. And, as
soon as he's through with his testinony, you can
t ake the stand.

MR. KRI EBEL: kay. No problem

JUDGE McCARTNEY: Because, right now,
| "' mexploring your understandi ng and appreciation
of your exhibit at 30. And you indicated that
initiative the board is |looking toward is to
regul ate traces box for a toxin.

THE W TNESS: Yes.

JUDGE McCARTNEY: So counsel is asking
you about your understandi ng about that.

THE WTNESS: Yes. And mne is that
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we woul d | ook towards that specific certification
in the future. 1t's one of the exanples of
sonmething -- it's not found within our region and
we don't have that fungus here, so it can be
certified by us testing for it. But, right now,
there are no traces of it, so --

BY M5. SCHMAEDI CK:

Q So, essentially, having the authority
to establish these regul ations would al so --
woul d it ensure that everybody is playing by the
sane set of rules?

A Yes.

Q Yes, okay. Thank you. M | ast
guestion for you is, again, in relationto
Exhibit 31. At the very bottom you explain that
this authority would allow the coomittee to nake
recommendations for different regul ations, and
any new regul ati on would need to be devel oped and
vetted as a proposal approved and recomended by
the RAC, published as a proposed rule, public
comrent, and USDA approval .

So ny question is, if this authority
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were inplenmented and let's say the RAC wanted to
devel op a program a regulatory program for
ochratoxin, in your opinion, wuld that process
require a very sort of thoughtful and technical,
scientifically-based process to be created and

t hen approved through the --

A Yeah.
Q -- the rule review process?
A Yes, | would think that that's the

process that we would go through
Q kay. So, again, to clarify, your
proposal is to create the authority to initiate
that process. You're not necessarily
recommendi ng ochratoxin regulation at this point?
A No, not at all. That's just an
exanpl e of sonething that we could do in the
future
M5. SCHMVAEDI CK:  Ckay. Thank you. |
have no further questions.
JUDGE McCARTNEY: Any further
guestions for this wtness?

MR. McFETRI DGE: Marc MFetridge,
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USDA. A coupl e of quick questions.
BY MR MFETRI DGE
Q You stated that you worked for Centra

California Raisin Packi ng Conpany?

A Yes.

Q And that is a handler; is that
correct?

A Yes.

Q Based on the Small| Busi ness

Admini stration definition of being a small or
| ar ge handl er, of having annual receipts greater
than or less than $7.5 mllion, how woul d you
classify Central California Raisin Packing
Conmpany? Wuld it be a small or a | arge handl er,
woul d you say?

A Larger handl er.

Q Al right. Thank you. A couple of
guestions on your testinony for different
regul ations for different market destinations.

Do you see this as a possibility of

rel axi ng regul ations for different destinations

or nore stringent regulations for different
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desti nati ons?

JUDGE McCARTNEY: Sir, in light of the
fact that this individual is not represented by
counsel, | would have to ask you to rephrase your
guestion because | think that you have a valid
guestion, but the way that you've currently
phrased it could be confusing. So would you m nd
r ephr asi ng?

MR. MFETRIDGE: Al right. Let ne

see.
BY MR- MFETRI DGE
Q So the proposal as you see it, do you
see it as --
JUDGE McCARTNEY: Well, all right.
Let me clarify ny concern. | don't think the

Wi tness testified to different regul ations for
different markets. | think, unless |

m sunder stood the witness' testinony, he's
tal ki ng about regul ations that would permt them
to ascertain, identify, and to designate
attributes and characteristics to the raisins in

response to different markets, not different
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regul ations; is that correct?

MR MLINOVICH It wouldn't be
changi ng any of the regulation that we have
currently. It would just be providing specific
attributes of raisins to specific markets, so
creating the different consuner spec based on
maybe quality or size, or sonething like that,
for aregionif they -- if that's the type of
rai sin they purchase at this tine.

So it wouldn't be changi ng any
standard to pass a raisin or quality standard as
of now. It would just be nore so an attribute in
creating a regional raisin, or type of raisin.

JUDGE McCARTNEY: Did that go to your
concern? | didn't nean to cut you off, but I
think that the way the question was previously
phrased, it could | ead one to assume that you
wer e asking about different regul ations for
different markets, and | just wanted to be sure
that | understood that the w tness was not
testifying to that.

MR. M LINOVICH: No.
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JUDGE McCARTNEY: Did you get your
guesti on answered, though, sir?

MR. McFETRIDGE: | believe so.

BY MR- MFETRI DGE

Q So it sounds -- your answer,
basically, sounds to ne that it would be -- you
have a destination, and it could be possibly your
-- would be able to cater to that specific
consumer by possibly adding stricter regul ations,
possibly, to --

A For somet hing such as naybe B or
better, or cap stens, or something that they --
that's within a spec that they generally have, so
it would be considered cleared through the USDA.

Q Okay. All right. Thanks. Based on
your know edge of the proposal, do you see this
as a positive inmpact on future exports?

A Yes.

Q And do you feel that this would nake
the U.S. raisin industry nore conpetitive on the
wor | d mar ket ?

A Yes.
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Q Now t he term desi gnati on, do you see
that as a country or could it be like an
i ndi vi dual inporter?

A | saw it within this as a country, but
| guess it could be to a specific inporter, if
necessary, if they' ve created their own -- if
they were a | arge enough consuner, maybe we woul d
do sonmething like that. But | don't think we
would. | nean, it's generally referred to as
countries and regions.

MR. McFETRI DGE: Ckay. Thank you. |
just wanted clarification on that, to see if it
was possible to have it specific for individual
i nporters, like you said, if they're big that it
may warrant to even | ook into.

| think that's all the questions |
have. Thank you.

JUDGE McCARTNEY: Any further
guestions?

MS. SCHMVAEDI CK: Melissa Schmaedi ck,
USDA.

BY Ms. SCHVAEDI CK:
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Q In an effort to clarify the waters
here a bit, M. MIlinovich, could you | ook at
your Exhibit 317

A Ckay.

Q And I'Il have you read the second
sentence on that exhibit, please.

A The consuner -- all right -- the
California raisin industry has --

Q I'"'msorry. The second sentence,
beginning with this proposal.

A Oh, this -- that's -- okay. This
proposal would add authority for conmttee to
establish, subject to USDA approval, different
grade quality and condition regul ations for
di fferent market destinations.

Q kay. So, based on the previous
guestions and the previous testinony, | want to
make sure |I' munderstanding correctly that this
proposal would allow the creation of regulation
that is supplenentary to existing regulations for
grade, for exanple, and that those suppl enentary

regul ati ons coul d be designed for a specific
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target market; is that correct?
A Yes.

M5. SCHVAEDI CK:  Ckay. That's all |
have. Thank you.

JUDGE McCARTNEY: Any further
guestions for this wtness?

(No audi bl e response.)

JUDGE McCARTNEY: All right. There
bei ng nothing further, you are hereby excused.

Now, M. Kriebel, | do have you
i ndicated here as a witness. Do you prefer to be
t aken out of order so that you can respond to the
guestion, or do you -- are you going to be able
totell me all about it when you conme up?

MR. KRIEBEL: Actually, 1'd like to
respond while Jeff is still present.

JUDGE McCARTNEY: All right. Wll, we
are going to hold himhere then until such tine
as you're confortable that he can | eave. But ny
guestion renmains. You' re not the next w tness on
the witness list, but if there are no objections

and you want to be taken out of order, | don't
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have a problemw th that either.

MR. KRIEBEL: Could | just be taken
out of order just for this one issue on quality
st andar ds?

JUDGE McCARTNEY: | know |"mgoing to
be sorry for this but, yes, I"'mgoing to permt
you. And | can just see a very confused record
here, but --

MR. KRIEBEL: So would you care for ne
to sit up here?

JUDGE McCARTNEY: Yes. |If you're
giving testinmony, | want you to identify
yoursel f, affirmthat you ve been sworn in, and
then -- is a question pending or do you just have
sonet hi ng you want to opine to those who are
present ?

MR. KRIEBEL: Well, there was a
guesti on pendi ng.

JUDGE McCARTNEY: (Okay. So restate
the question that you are going to be sharing
your --

MS. CH LUKURI: Your Honor, before we
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go into M. Kriebel's testinony, | wanted to
check on the status of M. MIinovich's

testi nony, whether it had been entered. | wasn't
sure if --

JUDGE McCARTNEY: Thank you for that.

MS. CHI LUKURI: -- it had been.

JUDGE McCARTNEY: Were there any
objections to the adm ssibility of Exhibits 30
and 31?

(No audi bl e response.)

JUDGE McCARTNEY: There bei ng none,
they are hereby admtted.

(Wher eupon, the above-referred to
docunents were received into evidence as Exhibit
Nos. 30 and 31.)

JUDGE McCARTNEY: Thank you for the
rem nder, Counsel .

M5. CHI LUKURI: Thank you.

JUDGE McCARTNEY: All right. So are
there any objections to taking M. Kriebel out of
order for this specific purpose?

M5. CHI LUKURI:  No.
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JUDGE McCARTNEY: All right. Nane and
affirmation that you've been previously sworn,
pl ease, sir.

MR, KRIEBEL: Have |7?

( Si nul t aneous speaki ng.)

JUDGE McCARTNEY: Well, then --
VHEREUPCN,

BARRY F. KRI EBEL
was cal l ed for exam nation, having been first
duly sworn, assuned the wi tness stand, was
exam ned and testified as foll ows:

THE WTNESS: So ny nanme is Barry F.
Kriebel. If it's Kriebel, I'll take it, too.
That's fine. |'ve served as president of Sun-
Maid G owers of California since 1986, and |'ve
been to virtually every raisin adm nistrative
comrittee nmeeting, work group, subconmittee in
the | ast 30 years.

The question that was pending to Jeff
was, do ot her packers test for ochratoxin, and
the answer is yes. And we do, and we have an

over 10-year history of testing for ochratoxin
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for those custoners, particularly in Europe, that
are concerned about ochratoxin. And that creates
pretty much randomtesting to validate that the
entire California raisin industry does not have a
probl em wi th ochratoxin based on internationa

st andar ds.

So | just wanted to get that point
acr oss.

JUDGE McCARTNEY: Right. Well, so |et
me ask the inpacted parties here. He's up here
now. Do you want to take himout of turn or do
you want to nove forward with the witness |ist as
currently proposed?

MR. SAHATJI AN Are you asking nme?

JUDGE McCARTNEY: Well, you're one of
t he next ones up. How do you feel about it?
Let's ask you first.

MR. SAHATJIAN. |1'd actually prefer to
go in front of you unless --

THE WTNESS: That's right. That's
what | assune.

MR. SAHATJI AN:  -- unless you have a

Neal R. Gross and Co., Inc.
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preference to go first.

JUDGE McCARTNEY: Al right, M.
Kri ebel .

THE WTNESS: No, go right ahead.

JUDGE McCARTNEY: (Okay. You're
tenporarily excused.

MR SAHATJI AN:  And | have not been
sworn in.

JUDGE McCARTNEY: Al right.
VHEREUPON,
Rl CHARD SAHATJI AN
was cal l ed for exam nation, having been first
duly sworn, assuned the wi tness stand, was
exam ned and testified as foll ows:

JUDGE McCARTNEY: Pl ease state your
name for the record.

THE WTNESS: M nane is R chard
Sahatj i an.

JUDCGE McCARTNEY:  And what exhibits do
you intend to sponsor first?

THE WTNESS: | believe just one
exhibit, Exhibit 32.

Neal R. Gross and Co., Inc.
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JUDGE McCARTNEY: And is that your
st at enent ?

THE WTNESS: It is ny statenent.

JUDGE McCARTNEY: All right. You may
proceed.

THE WTNESS: As | nentioned, mnmy namne
is Richard Sahatjian. | am executive vice
presi dent at Victor Packing, a raisin producer
and handler. | also serve as a board nenber of
the Raisin Adm nistrative Conmttee, and | have a
vested interest in United States agriculture and,
nore specifically, in the California raisin
I ndustry.

My famly has farned in California San
Joaquin Valley since 1928 and started Victor
Packing in 1963 to handl e, process, pack, and
ship California raisins throughout the world.

Much has changed in the world of food
safety, food quality, and specification standards
since ny father and great-uncle and grandfat her
started Victor Packing. Adapting to a changing

gl obal comodities | andscape is critical to our
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i ndustry to remain relevant, viable, and vibrant.

The proposed changes to the federal
mar keting order to add quality to the list of
attributes that can be regul ated under the order
will benefit the industry in two nmajor ways.
First, adding quality will help the California
raisin industry maintain its position as the
gl obal | eader for quality by setting baseline
out goi ng standards that all handlers nust neet.
One such exanple is that the RAC is contenplating
the need for -- I'"'msorry -- the need to
i npl enent a testing and regul ati on program for
ochratoxin that we've already beat to death, it
seens |ike.

A tolerance Iimt for this fungus is
in place for products entering into the European
Uni on markets, and the ability of the industry to
neet that market's inport requirenents are vita
to continue trade with that market. Foreign
markets sensitive to ochratoxin levels will be
assured that California raisins are adequately

regul ated against it. This type of regulation
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oversi ght of product quality. By inplenenting
regul ati ons under the order, the industry would
be certain that this requirenent would be equally
applied to all handlers of raisins.

Second, adding quality will help the
i ndustry inplement further regulation to conform
to forthcom ng FDA gui del i nes under the Food
Saf ety Moderni zati on Act, al so known as FSMA.
These regul ations may not fall within the
traditional framework of grade and condition
standards. Thus, the authority to regul ate
guality would provide the RAC with the
flexibility to neet future regul atory needs of
t he industry.

And |'ve got a couple of the two
i ssues, the nmarket-specific regulations and
guality standards, so |"'mgoing to speak briefly
here to the market-specific regul ations.

The proposed changes to the federal
mar keting order to add authority to establish

different grade quality and condition regul ations
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for different market destinations will benefit
the industry. Adding authority to establish
different regulations for different market
destinations will help allow the industry to
tailor products to different products, depending
t he demands of those nmarkets.

The California raisin industry has
custonmers in many different countries.

Currently, the order does not allow for different
guality or grade standards to be applied to those
markets. The currents standards are a one size
fits all. Yet the consunmer bases in these
countries vary significantly.

Current order |anguage establishes
grade and condition standards for two
classifications only, Gade A and G ade B. This
authority would allow the commttee to devel op
regul ation for product that is best suited for a
particul ar market destination.

The proposed changes sinply add the
authority to regulate quality and establish

different regulations for different market
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destinations under the order. No specific
regul ati ons are being proposed at this tine.

Any new regul ati on would need to be
devel oped and vetted as a proposal, approved and
recommended by the RAC, published by USDA as a
proposed rule, receive public conment and USDA
approval prior to being inplenented. The
antici pated negative inpact on producers and
handl ers, if any such regulation were to be
i npl enented as a result of this authority, are
mnimal, while the potential positive inpact
woul d be as high as handlers -- would be high, as
handl ers woul d be able to better neet custoner
demand.

Wth regard to quality regul ations,
there is the potential for increased cost to
producers and handlers if new regul ati ons were
i npl enented -- I'msorry -- while there is the
potential for increased cost to producers and
handl ers if new regul ati ons were inpl enent ed,
these are expected to be mininmal. California

raisins are currently inspected, and the addition
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of anot her inspection paraneter is unlikely to
result in significant costs.

Wth regard to market-specific
regulations, it is plausible that returns to
growers woul d increase as regul ation for higher
guality product in sone markets could result in a
hi gher price paid for that product. Consuners
woul d likely benefit fromthis proposal as its
intent is to custom ze product standards to
speci fic markets, thereby providing custoners
wi th product that neets their denand.

Different regulations for different
mar ket destinati ons would not prevent product
frombeing sold into the market. Instead, it
woul d match product attributes to the consumer
profile and custoner demands of each narket.

In conclusion, adding authority within
the order to regulate quality and to establish
mar ket - specific regulations will hel p strengthen
the California raisin industry. Not only wl|l
the authority to regulate quality help the

California raisin industry maintain its position
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as a global leader for quality, it also wll
allow the industry to nore adeptly adapt to the
changes in food safety | aws, foreign standards,
and custoner requirenents.

Further, adding authority to establish
mar ket - specific regulations will help allow the
i ndustry to tailor products depending on the
demands of different nmarkets, thereby hel ping the
i ndustry to be nore conpetitive agai nst foreign
producers in those markets. | urge the USDA to
nove forward with the changes set forth above.

And, actually, 1'lIl note that | had a
coupl e of comrents | wanted to nake about anot her
one of the proposals, but we can take these
initially and then we'll -- kind of |ike Kalem
had a little side note about the termlimts, |
believe. | wanted to speak a little bit about
t he continuation referenda.

JUDGE McCARTNEY: All right. So you
prefer to bifurcate on the --

THE W TNESS: Yeah, 1'Il bifurcate.

Yeah.
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JUDGE McCARTNEY: All right. Any
guestions for this witness regarding his
statenent, as codified at Exhibit 327

M5. SCHMAEDI CK:  Yes, Your Honor.
Mel i ssa Schnaedi ck, USDA.

BY M5. SCHMAEDI CK:

Q Thank you, M. Sahatjian, for your
statenent, your testinony.

So ny question is about the awareness
of this proposal anong industry nmenbers, growers,
and handlers. Can you speak to that? Are folKks
that you're in contact with generally aware of
t hese proposal s?

A Yeah, | believe they are. There has
been publication sent out to growers. Actually,
as | nmentioned, we're a processing facility, so
we buy raisins frommny different independent
growers, and we've had sonme inquiries from sone
of those growers that have received notice that
these -- actually, about this hearing and about
t he proposed changes. And they've asked whet her,

you know, they need to be doing anything with
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So I'd say yes, they've been notified,
as long as they're reading their nmail and as | ong
as they're sonmewhat involved in the industry.
There's anple opportunity to have known about it
if they don't.

Q Thank you. And, with regard to the
two specific proposals that you spoke to, the
addition of quality and the authority for
di fferent regul ati ons, have you had any feedback
fromyour fell ow growers and handl ers on those
speci fic proposal s?

A Probably not fromgrowers. You said
fellow handlers. | have discussed this with
fellow handlers, and it seens as though it's a
pretty non-confrontational issue. |It's sonething
that seens like it can help if we want it to.

And, if not, it's not going to hurt anything.

Q Ri ght.

A So | probably just -- | probably

answered nore than you asked, but --

Q No, no. | like those kind of answers.
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It gives ne nore to work with, so --

A Ckay.

Q -- thank you. So, just to continue
Wi th your |ast statenent, you said that it
woul dn't hurt if you chose not to use it. Does
that nmean that you understand that this is just
the addition of an authority and not necessarily
regulation in itself; is that correct?

A Yeah. So, as | nentioned, as you just
menti oned, this proposal is not to nake any
actual changes to our order, other than to grant
authority for us as an industry to make changes
down the line with regard to quality and narket -
speci fic regul ati ons.

Q Thank you. And | also wanted to talk
to you a little bit about -- so, in your
statenent, page 2 of your statenent, you state
that there is the potential for increased cost to
producers and handlers, but that the potential
benefits would |ikely outweigh those costs.

What |'mjust wondering, what types of

addi ti onal costs could there be? For exanple,
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would it be additional testing? Wuld you need
to potentially adapt a production or a handling
method to conformwith a future regulation? |If
you coul d, just give nme sonme exanples. That
woul d be hel pful.

A kay. Sure. | nean, as you kind of
pointed out, this is a very broad authority, so
it can be taken either way. |t can heighten or
| ower standards. In the event that we decide as
an industry to hei ghten standards, whether that
be residue testing or maxi numresidue linmts,
changi ng those or just sinply doing nore testing
for different chem cals, then, yes, that always
is going to cost nore noney. That's going to --
you know, every test that we do costs noney.

So that would potentially cost us nore
noney to produce or to confirmthat we' re neeting
those levels or those additional requirenents.
But, if it's sonething that we've decided that we
want to do, it's probably consumer-driven. So
there's probably a custoner base out there that

is willing to pay nore for the product that is --
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you know, has |ower |evels of certain chem cals
or pesticides or ochratoxin or whatever it m ght
be. There's probably some sort of consuner
demand for it.
So, yes, it may cost us nore noney

but, in turn, we nay be getting nore return for
t he product that maybe sonme ot her origins may not
be able to nmeet for one reason or another.

Q So you just stated that this authority
for different market regulations may result in a
| esser stringent regulation for certain nmarkets.

Is that the intent of this proposal ?

A Vell, | think the proposal is very
broad, so it allows for it, is what -- and that's
what | nean. | don't know if there's an end goal
right now for us. But, yes, | guess, you know,

if you | ook at the scope of the authority that
we're requesting, then it would allow for both.

Q Currently, under the order, is it
correct that there's authority for grade, size,
and condition; is that correct?

A | believe it's just grade.
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Q Just grade?

A Yeah. As a grade, yes.

Q Ckay.

A But | don't know for sure, so |

woul dn't want to be quoted on the record.

Q Is it currently allowable to, let's
say, ship product to a country that does not neet
gr ade?

A So ny understanding is that it has to
neet grade, okay. A or B is what we ship.

Q Uh- huh.

A Now it doesn't nean that -- if it's C
or D or whatever else quality, it doesn't nean
that the product is unsafe.

Q Uh- huh.

A So, for exanple, | believe that, to
neet B grade raisins, you can't have any nore
than 15 cap stens per pound, okay. Every raisin
originally -- or, initially, has a cap stem
okay. It's grown on a -- grapes are grown on a
vine, and every grape that turns into a raisin

has a cap stem But, if you have a grade that
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is, for exanple, 20 or 25 cap stens per pound,
it's not that it's unhealthy to eat. |In fact, |
think cap stens have fiber in them and, you
know -- | nean, there's whatever. |[It's not |ike
it's an inferior product froma health

per spective.

O course, sone regions have different
standards. They want to see, you know,
essentially, zero cap stens on raisins. But that
woul d be on the other end. That would be the
hei ght ened, you know, regul atory standards or
grade standards.

But back to the | ower one. Yeah, |
nmean, there m ght be a market that doesn't care
about it, that doesn't care that there is 25 cap
stens per pound. And it would be nore econom cal
for processors to pack raisins that had a | ower
standard for that nmarket if they had no aversion
toward additional cap stens.

Q Uh- huh.
A So | guess, in theory, that could make

us nore conpetitive, whereas, you know,
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currently, we wouldn't be able to even ship that
product if it doesn't neet, you know, the USDA
m ni num st andar d.

Q | see. And so, connecting that
statenment with your statenment that said different
regul ations for different market destinations
woul d not prevent product frombeing sold into
the market, so, if I'"'mto extrapolate fromthat,
essentially, you want to be able to use all
rai sins that are produced and ship themto
what ever nmar ket accepts themin the condition
that they're sent; is that correct?

A Can you repeat what you said earlier?

Q Sure. Sure. So, in your statenent,
you said that different regulations for different
mar ket destinations woul d not prevent product
frombeing sold into the market.

Okay. So, extrapolating fromwhat you
j ust described about the ability to, let's say,
have a | ower grade for a particular market versus
a higher grade for a particular market, is the

intent to be able to utilize all raisins and
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in terns of customers?

A Yeah. Now, | nean, when | gave the
exanpl e about 25 cap stens per pound, it doesn't
mean that we can't get nore of those out. |
nmean, it's just that it's nore efficient, nmaybe
you can run nore product, you know, through your
equi prent and maybe, you know, sell that product
to the appropriate nmarket at a | ower cost because
it's costing the producers | ess noney to product
that. And you'd sort of match the grades for
t hose nmarkets, you know, that want the different
gr ades.

So it's nore of a tailored approach
rat her than, here's -- like all of our California
raisins or either A or B standard. You take them
or leave themlike that. It's nore of a tailored
approach to |l ooking at different, you know,
regi onal differences and demands, and matching
t he product and the costing for that product to
t hose market s.

Q So would it be correct to say that
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t hese authorities conbined could nake the
California raisin industry nore conpetitive?

A Yes. On a global scale, yes.

Q Uh-huh. | wanted to ask you for sone
clarification about the references to Gade A and
Grade B. And that's on the first page of your
Exhi bit 32.

Now are Grade A -- are the
classifications of Gade A and Grade B, are they
specific to the marketing order or are they USDA

grades and standards?

A | believe those are USDA grades and
st andar ds.
Q kay. So ny question is, if USDA

grades and standards create the | ower bar

threshold, in your opinion, would this ability to

create different market regulations for different

destinations, does that allow you to go bel ow

that m ninumthreshold, or are we | ooking at that

as a mnimum and you work up above that m nimunf
A | believe it would allow us the

authority to go either way, up or down.
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MS. SCHMVAEDI CK: Ckay. All
right. Thank you for that clarification. | have
no further questions.

JUDGE McCARTNEY: And, before you
comence your questions, | would like to
apol ogi ze to you for nmaking the record even nore
muddy. | think that you were using the | anguage
that the witnesses were using in their
statenents, and | hope that you're going to ask
fol |l owup questions because, if you don't, | have
a few about why the witnesses are choosing to
articulate their desire for regulation authority,
whi ch reflects nore granul ated standards of
product attributes, why they' re choosing to refer
to it as different regulations for different
mar ket destinations.

So | hope your questions will so to
that, sir.

MR. McFETRI DGE: You put nme on the
spot a little bit.

JUDGE McCARTNEY: You're up to it.

MR. McFETRIDGE: This is Marc
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McFetri dge, USDA.
BY MR- MFETRI DGE
Q First, two questions. You've probably
heard nme tal k about the Smal| Business
Admi ni stration definitions for snmall and | arge
growers and handl ers. For growers, it would be a
cutoff at 750, 000.

You stated in your testinony that you
work for a raisin producer and handler. Wuld
you say the producer would fall under the small
or large definition for a grower under Snall

Busi ness Adm ni stration?

A It would be | arge.
Q Large? How about for the handl er side
of it, at the cutoff at 7.5 mllion, would you

say large or small?

A Al so | arge.

Q Al right. Thank you. | had a quick
guestion on the authority to establish different
regul ations for different destinations. Do you
see this as a possibility -- | can see it as

openi ng up, you know, a possibility to create a
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hi gher quality product that you can possibly
charge nore noney for, which could possibly, you
know, trickle down to the grower.

Wul d you say that that's a
possibility?

A Yeah, absolutely.

Q Do you al so see that it possibly could
open up whol e new markets, you know, countries or
regions that you're not able to sell to
currently?

A Yes.

Q Al right. Back to -- | know we've
tal ked about ochratoxin a lot. And, just for ny
own personal interest, | knowit's been stated
that the European countries have been very
interested in ochratoxin. Are countries in the
Pacific Rmlike China and things like that, have
t hey not been as concerned about ochratoxin, or
are they just --

A | think the focus has been in Europe,
but | can imagi ne sone of the Pacific R m

countries as well having potential issues with
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high levels. | mean, specifically, Japan
probably. | nean, that's a country with
typically high spec requirenents, so -- and, you

know, as far as the, you know, organic |evels of
pesticide residue, they're right up there with
Europe in terns of their tol erance for residue
| evel s.

MR. McFETRI DGE: Thank you. Your
Honor, 1'Il turn it over to you. |'mnot sure
whi ch questions you were going to ask, so --

JUDGE McCARTNEY: Well, thank you. |
think you did cover it pretty much.

But | did want to clarify in ny own
m nd the point that has been nmade repeatedly by
all of the wtnesses, including yourself, that
any -- that regulations, as we're using that term
of art, any new regul ati on would need to be
devel oped and vetted as a proposal approved and
recommended by RAC, published by USDA as a
proposed rule, receive public conment and USDA
approval prior to being inplenented.

So, when you're tal ki ng about
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regul ations, using that as a termof art, you're
t al ki ng about APA rul emaki ng noti ce and comrent

i n accordance with the existing practice,
procedures, and protocols for regulations; isn't
t hat correct?

THE WTNESS: That's correct.

JUDGE McCARTNEY: All right. So where
ny confusion cane in -- and, again, | apologize -
- is that those regul ations, assunm ng that you've
gone through this process and you' ve nade
recommendations to the secretary that have been
i npl enented in a regulatory formpursuant to this
process, those regul ations are not destiny
mar ket -specific in the sense that these
regul ations only apply to China, and these
regul ations only apply to Japan.

No, they are regulations that apply to
the entire raisin industry in the United States,
but they are regul ations that have been
granul ated to hi gher degrees of standard
specificity of product attributes, so that the

grapes -- I'msorry -- the raisins can be
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dermarked and identified for specific markets; is
t hat correct?

THE WTNESS: That's correct.

JUDGE McCARTNEY: So, where ny
confusion got in, got nme in trouble was different
regul ations for different market destinations.
Al of ny red flags went up. No, we don't have
different regulations for different market
destinations. W have the sane regul ati ons that
are nodified and granul ated to refl ect standards
and attributes that may be delineated with
respect to market destinations, correct?

THE W TNESS: Yes.

JUDGE McCARTNEY: All right. | just
wanted to make sure | was understandi ng what's
going on here. And all of those regs woul d be
pursuant to rul emaki ng notice and coment, as
al ready established practice and procedure.

Ckay. Thank you.

| apol ogi ze for the confusion. |

interjected into the record. But | think this

will be helpful in the long run.
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Any further questions of this w tness?

(No audi bl e response.)

THE WTNESS: Ckay. |I'Il junp into ny
next topic then, if you guys don't m nd.

JUDGE McCARTNEY: Well, why don't we
nove to admit Exhibit 32, so | don't drop the
ball like I did last tine.

THE W TNESS: Ckay.

JUDGE McCARTNEY: Any objections to
Exhi bit 327

(No audi bl e response.)

JUDGE McCARTNEY: There bei ng none, it
i s hereby adm tted.

(Wher eupon, the above-referred to
docunent was received into evidence as Exhibit
No. 32.)

JUDGE McCARTNEY: Now you may nove
forward, sir.

THE WTNESS: GCkay. So | just want to
speak to the continuation or continuing -- or
continuation referenda proposal and just voice

sonme concern | have about it, not that |'mtaking
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But |I'm an advocate for our marketing
order, and | believe that it's a vital regulatory
framework that we are privileged to have as an
i ndustry, and it's a great tool for us as an
i ndustry to use to our advantage.

We conpete on a global vine fruit
mar ket with many other countries, producing
countries, and, as it's noted on the AMS website,
mar keting orders are industry-driven prograns
t hat hel p producers and handl ers achi eve
mar ket i ng success. By working together, industry
menbers | everage their own funds to design and
execute prograns that they would not be able to
do as individuals. These prograns operate on the
| ocal to regional to gl obal scale and provide a
conprehensi ve set of tools to build nmarkets,
drive increased consuner demand, and inprove
profitability for producers. And, as we've
tal ked about a lot today, help in research and
devel opnment as wel | .

The marketing order will not be a
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savior to a m smanaged i ndustry or an industry
t hat | oses consuner denmand, but it can be used as
a tool for an industry that should be used w sely
if it's fortunate enough to have one in place.

My concern, | guess, with regard to
setting up an continual referenda will be to put
t he existence of our marketing order in the hands
of one-third of the industry. And, in our
i ndustry, as | think it's previously been all uded
to, we're basically split up in three canps.

It's the Sun-Maid canp, the RBA canp, and the

i ndependent producers and packi ng canp, okay. So
the requirenents for the continuation referenda
every six years would be to, essentially, have
two-thirds or nore of the group, of the industry,
be in support of it to continue the marketing

or der.

And, whether it's one canp or anot her
in this case, because we're split up, basically,
in three canps -- and | think that's probably
somewhat uni que to our industry. | guess other

i ndustries mght have nore or less. But | just
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think that it's putting the marketing order in
j eopardy by having it up for a referendum every
Si X years.

And | don't know if anyone in
this -- | nmean, | would assunme that everyone in
this roomwould be in support of continuing the
mar keting order, but | just think it's unsafe for
us as an industry to have it up on the ball ot
every six years.

Now, if it would be the other way
around and have a di scontinuation referendum 1'd
be nore in favor of that because then you' d have
to have two-thirds in support of the
di scontinuation. But, by putting it -- by naking
it a continuation referendum you can basically
j eopardi ze the whol e marketing order, and the
success of the industry hinges upon that to a
certain extent.

You put that in the hands of one-third
of the whole industry, which, to ne, doesn't
sound right. | nean, it should be the other way

around, | would think, where, you know, if two-
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thirds of the industry wants the marketing order
to stay, then it should stay. But it doesn't
seemlike that's the way it woul d be.

So I just wanted to voice ny concern
about it, just as a person interested and vested
in the industry, to nake sure that people are
aware of what this proposal is going to do.

And that's nmy comment on it. |If you
guys have any questions, |'m happy to answer
t hem

JUDGE McCARTNEY: Do we have any
guestions of this w tness?

M5. SCHMAEDI CK:  Yes, Your Honor.
Mel i ssa Schnaedi ck, USDA.

BY Ms. SCHVAEDI CK:

Q M. Sahatjian --
A Yeah, you pronounced it perfectly.
Q Thank you. Do you happen to have

access to Exhibit 1, the notice of hearing?

A | do now.
Q kay. Thank you. So, if you were to
turn to the third page, it'll have the nunber
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23654 at the very top.

A 23654.

Q At the very top.

A Ckay.

Q kay. And so you'll see in that first

colum there, I'll read it fromthe exhibit. It
says, ne, add a new paragraph C, the addition, to
read as follows. And then it says Section

989. 91, suspension or term nation.

|''mgoing to nove down to about
hal fway through that paragraph C there, and it
says, the secretary may term nate the provisions
of this part at the end of any crop year.

And then I'Il skip down to say, crop
year in which the secretary has found that
continuance of this part is not favored by two-
thirds majority of voting producers or two-thirds
majority of volume represented thereby.

So, based on that statenent, | want to
ask you if your understanding of the two-thirds
requi rements, is that attached to the entire

i ndustry or only to those participating in the
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vot e?
A | don't think I understand your

guestion, but --

Q Ckay.
A Can you rephrase, please.
Q Sure. Sure. So let nme read this

phrase agai n.

The secretary may ternminate the
provisions of this part at the end of any crop
year in which the secretary has found that
continuance of this part is not favored by two-
thirds majority of voting producers.

A Yeah.

Q So is there a difference between
voting producers and the entire universe of
producers?

A Vell, | think so. But, again, this
woul d be nore in line with what |I'm kind of
tal king about. This would require -- well, this
would not -- | nean, it's not requiring, but the
secretary can, basically, termnate the order if

two-thirds of the producers did not favor
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conti nuance. And that's what | think is nore
reasonabl e, versus the other way around, where
you have one-third that doesn't support the

conti nuati on.

Q Uh- huh.
A In that case, it would be term nated.
Q And your understanding -- so let nme go

back to the very --

A This is actually different than what
the proposal is, right? This is not -- is that
right?

Q No, this --

JUDGE McCARTNEY: This is the final.

BY Ms. SCHVAEDI CK:

Q This is the proposal.

A Ckay.

Q As it was submitted by the RAC
A Ckay.

Q But | also wanted to draw your

attention to the very begi nni ng words of that
sentence. It says, the secretary may term nate.

A Yeah.
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Q In your opinion, does nmay -- IS nmay an
absol ut e?

A No, it's not.

Q kay. So, if the secretary was unsure

about whether or not term nation was i medi ately
needed, would the secretary, in your opihnion,
have the authority to nmaybe take a cl oser | ook?

A Yeah. | nean, the may neans j ust
that, so --

M5. SCHVAEDI CK:  Ckay. | just wanted
to ask you for your understanding on those points
of clarification. Thank you.

THE WTNESS: GCkay. Thank you.

JUDGE McCARTNEY: Any further
guestions for this wtness?

M5. CHI LUKURI: Rupa Chil ukuri, USDA

BY M5. CHI LUKURI :

Q M. Sahatjian, |'ve asked ot her
W tnesses this sane question. | just want to run
t hrough all of the proposals that you haven't
di scussed and hear your opinions about them

So, as it relates to Proposal 1, to
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aut hori ze production research, are you in favor
of that proposal?

A Yes.

Q As it relates to Proposal 2, separate
nom nations for nmenber and alternate independent
grower menber and i ndependent grower alternative

menber seats, what is your position on that

proposal ?

A Yeah, | would favor that as well.

Q And you di scussed Proposals 3 and 4
and 5.

A Uh- huh.

Q What is your position on Proposal 6,

to renove vol une regul ati on and reserve pool
aut hority?

A | think our position is to conply with
the law and the ruling set forth by the Suprene
Court. So | think whatever that that may be,
then 1'Il say that we'll support that.

Q kay. And then, finally, for Proposa
7, to establish termlimts, what is your

position on that?
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A I''magainst the termlimts they are
proposing to -- |'magainst the proposal to set
termlimts.

M5. CHI LUKURI: Ckay. Thank you.

THE WTNESS: Thank you.

JUDGE McCARTNEY: Any further
guestions of this w tness?

(No audi bl e response.)

JUDGE McCARTNEY: All right. And ny
records reflect that Exhibit 32 is your sole
exhibit, and it has been adm tted.

THE WTNESS: Thank you.

JUDGE McCARTNEY: You may be excused.

THE WTNESS: Thank you.

JUDGE McCARTNEY: Are we ready for the
next witness? Now | --

M5. CHI LUKURI: Your Honor --

JUDGE McCARTNEY: |'m showi ng that we
are nearing break time, so | think that a recess
woul d be in order unless the parties insist on
novi ng forward because they're so anxi ous to hear

this next w tness.
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Al right. 15-mnute recess to 3:30.

(Wher eupon, the above-entitled matter
went off the record at 3:16 p.m and resuned at
3:32 p.m)

JUDCE McCARTNEY: W have a witness
who was havi ng so nmuch fun that he has asked to
be re-called. So we are going to accomrpdate
t hat request.

Pl ease identify yourself for the
record, sir.

THE WTNESS: Richard Sahatji an.

JUDGE McCARTNEY: And you' ve been
previ ously sworn?

THE W TNESS: Yes.

JUDGE McCARTNEY: All right. And so
you had sone clarification comments that you
wi shed to make with respect to your testinony; is
t hat correct?

THE W TNESS: Yes, that's correct.

JUDGE McCARTNEY: You may proceed.

THE WTNESS: So | just wanted to

clarify that | do not support the | anguage as set
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forth in the proposal for the continuation
referenda, and | actually read it incorrectly.
And | think ny understanding previously was
correct, that only a third woul d be needed to not
support it in order for the marketing order to
possi bly be terminated. And you did clarify that
the secretary may termnate. It's not a

requi renment upon that vote. But |, nonethel ess,
woul d not support that.

JUDGE McCARTNEY: Yes, opening to

guesti ons.
MS. SCHMVAEDI CK: Melissa Schmaedi ck,
USDA.
BY M5. SCHMAEDI CK
Q So, M. Sahatjian, is it the two-

thirds/one-third that you' re opposed to, or the
concept of having a continuance referendumin
general ? For exanple, if the terns were
different, if it was required two-thirds opposed,
as | believe you reconmended - -

A Yes.

Q -- that would be your ideal situation;
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is that correct?

A Well, | don't think we should have a
situation where one-third of the industry can
take down a marketing order. So, yes, to answer
your question, a discontinuation referendumin
this -- under the framework that's set forth
where two-thirds is required to pass the
referendum | would not support a continuation
referendum but a discontinuation referendum I
woul d be okay with.

In that event, two-thirds woul d be
required to -- you know, if two-thirds of the
body wants to take the marketing order out, then
that nmeans that it's not serving the majority.

Q Uh- huh.

A In this case, you can have a situation
where the majority is being served properly by
the order, and one-third wants to take it down,
and they, in effect, can.

Q Uh- huh.

A So | wouldn't support that.

Q Okay. What is your opinion of the
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general concept of a, in layman's terns, sort of
a periodic checking-in with the growers, do you
| i ke that concept?

A Yes, that'd be great.

M5. SCHVAEDI CK:  Ckay. Thank you. |
have no further questions.

JUDGE McCARTNEY: All right. Any
further questions for this w tness?

(No audi bl e response.)

JUDGE McCARTNEY: All right. And |et
me make clear that, when | asked that, | nean
fromthe audience as well. |If there's anyone
fromthe audi ence that wi shes to ask a questi on,
they're free to do so. M reaction to M.
Kri ebel was sinply because I knew he was going to
be a witness and he was going to be testifying
shortly. So | don't nean to in any way
di scourage questions from nenbers of the
audi ence.

Anything for this w tness?

(No audi bl e response.)

JUDGE McCARTNEY: All right. You may
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be excused.

THE WTNESS: Thank you.

JUDGE McCARTNEY: So, M. Kriebel, I
believe it's your turn. And you have been
previ ously sworn?

THE W TNESS: Yes.

VHEREUPCN,

BARRY F. KRI EBEL
was recalled for exam nation, having been first
duly sworn, assuned the wi tness stand, was
exam ned and testified as foll ows:

JUDGE McCARTNEY: Pl ease state your
nanme for the record and give a brief description
of the exhibits you'll be sponsoring today?

THE WTNESS: Yes. M nane is Barry
F. Kriebel and, as | nentioned previously, |'ve
served as president of Sun-Maid G owers of
California since 1986. And throughout this tine,
|"ve been a voting nenber of the Raisin
Adm nistrative Conmttee.

So the first exhibit is Exhibit 33.

JUDGE McCARTNEY: And that's your
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prepared statenent; is that correct?

THE W TNESS: Yes.

JUDGE McCARTNEY: Ckay.

THE W TNESS: Sonetines | have a bad
phil osophy of ad-libbing a little bit on ny
prepared statenent.

JUDCGE McCARTNEY: It works for nme.

So, and Exhibit 34 would be?

THE WTNESS: Exhibit 34 is a letter
that, on behalf of Sun-Muid, is dated Novenber
17t h, 2014, directed to The Honorable Tom Vil sack
as Secretary of Agriculture.

JUDGE McCARTNEY: Okay. And Exhi bit
35?2

THE WTNESS: |Is a table of statistics
actually prepared by the Raisin Adm nistrative
Committee, covering 10 years of history.

JUDGE McCARTNEY: All right. You may
proceed.

THE WTNESS: Just as a little bit of
background on nysel f, | have an undergraduate

degree in economcs from Stanford University and
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a | aw degree from Georgetown University Law
School in Washington, DC. |'ve been a nenber of
the California Bar since 1975, although | do not
provi de professional |egal advice in ny capacity
as Sun- Mai d president.

Prior to becom ng president of Sun-
Maid in 1986, | provided Sun-Maid with | egal
advice, including that on the federal marketing
order on raisins since 1978.

Since its establishnment in 1912 and
each and every year thereafter, Sun-Miid has been
the | argest processor and narketer and, thereby,
handl er of California raisins. Sun-Mid operates
as an agricultural marketing cooperative
organi zed under the laws of the State of
Cal i f orni a.

W continue to be the |argest
processor or handler of California raisins today.
Bet ween our grower nenberships' investnent in
rai sin acreage and Sun-Mid's ownership and
processing and nmarketing facilities, we reflect

t he greatest anount of investnent in the

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

California raisin industry. As a cooperative,
many of our growers would be classified as small
busi nesses and, as such, are owners of Sun- Mi d.

VWiile we are known first and forenost
for our retail Sun-Maid brand, we market
approxi mately 50 percent of our raisin volune to
i ngredi ent custonmers who reflect principally the
sanme as every other handler in the raisin
i ndustry, primarily in the cereal, baking, and
confectionary busi ness.

We mar ket our raisins in 50 countries,
and our interests generally reflect the interest
of the entire California raisin industry. 1In the
30 years |'ve served as Sun-Maid president, we
have marketed three mllion tons of raisins,
generating over $3 billion of revenue for Sun-
Mai d, Rai sin Bargaining Associ ation, and the
| ndependent California Raisin Gowers.

Today, | wish to comrent on severa
topics. One, against the departnent's proposal
ontermlimts; two, in favor of the departnent's

proposal to elimnate all raisin reserve |anguage
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fromthe nmarketing order; three, favor of the
addition of quality |anguage; and four, in favor
of authority to differentiate outbound standards
for different countries.

| was not going to comment on the
continuation referendum but | thought at the end
of my testinony, | will so later.

First, regarding termlimts, the
Rai sin Adm nistrative Commttee voted unani nously
on January 27th, 2016, agai nst the USDA proposal
for termlimts for RAC nenbers. There are nany
reasons for this, and nmany of these points have
al ready been addressed by prior presenters, or
will be presented by future testinony.

First, with 46 producer and handl er
seats and their alternates, it's common for us to
have neetings with 100 persons in attendance.
Even the subcommittees have diverse, |arge and
active participation. Since we all operate
within an hour's drive of the RAC offices in
Fresno, it's easy for nenbers and alternates to

attend neeti ngs.
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Second, with large commttee and
subcommittee structures, it is easy for
i ndi vidual s who wish to participate to be el ected
or appointed to a seat, or to attend neetings and
be head, even if not as an appoi nted nenber or
alternate. | have personally attended hundreds
of RAC neetings and subcommittee neetings and
wor k groups, and discussion is never cut off
until everyone who wi shes to participate has had
an opportunity to be heard.

As a result, there is no reason to set
termlimts, which would arbitrarily force a
changeover of conmittee participation.

Second, regarding the departnent's
proposal to elimnate all reserve authority and
| anguage fromthe marketing order, Sun-Maid is in
conpl ete agreenent. The fundanmental s of the
California raisin industry have changed
substantially since its formation in 1949. To
denonstrate this point, | refer to the Novenber
17, 2014, letter, which is nunbered as Exhibit 34

-- and | assune that's been -- that wll be
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i ntroduced at sonme point -- which Sun-Mid filed
with the Secretary of Agriculture.

This petition was filed before the
U.S. Suprene Court decision in Horne. This
petition requested the secretary either to hold a
hearing, as is being done today, or, in the
alternative, for the secretary to suspend the
reserve or volune regul ation provisions of the
mar ket i ng order.

The secretary has the legal authority
to make the changes the departnent is now
proposi ng by suspendi ng this | anguage, w t hout
requiring the raisin industry to go through this
heari ng and referendum process. And Sun-Mi d
still believes that this would be a nore
appropri ate procedure.

Sun-Maid's petition is still pending
in the Matter of Sun-Maid G owers of California
v. The United States Departnent of Agriculture,
w th case reference nunber 1:15-cv-00496 KBJ,
United States District Court for the District of

Col unbi a.
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In the al nost 40 years that |'ve been
i nvolved in marketing order and the California
raisin industry, it's very difficult for
petitioners to get the secretary to take action,
even when, in this particular case, the United
States Suprenme Court has directed that the
reserve pool should not be the |aw of the | and.
And, still, the secretary refuses to take action
wi t hout the comm ttee going through this
r ef er endum process.

That indicates also the willingness,
or unwillingness, of the secretary to take action
on ot her things such as hol ding a continuation
referendum The California raisin industry has
not held a continuation referendumever since its
original formation in 1949. And so the
i ndustry's request to add | anguage for a
continuation referendumis that, if it's not
added at this point, since 1949, it'll never be
added agai n.

W haven't had a hearing on a

mar keti ng order since, | believe, 1989. So this
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is why we've worked so closely with the rest of
the industry, to get the |anguage for a
continuance referendum put into the narketing
order. In fact, as nuch as | M. Richard
Sahatjian, he voted in favor of the continuation
| anguage at the April 14th, 2016, RAC neeting, as
it was a unani nous vote.

MR SAHATJIAN: | don't think I was
t here.

THE W TNESS: You were there.

MR SAHATJI AN:  What's the date?

THE WTNESS: April 14th. And |
believe that was item 16 on the record.

JUDGE McCARTNEY: Well, unless we have
an adm ssion against interest, that's extraneous
to --

THE W TNESS: | under st and.

JUDGE McCARTNEY: -- the testinony.

THE WTNESS: But ny only point is
that we in the industry have worked very hard
t hrough t he worki ng group, through the process,

to create a consensus proposal that the industry
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can support.

JUDGE McCARTNEY: So, on that point,
your opinion is very valuable to the Court to
understand the nature of the proposal and why
it's so inportant that it be phrased the way that
it is in the notice of proposed rul emaki ng.

THE WTNESS: Yes. Again, since it
was not built into the original framework in 1949
and, despite the USDA havi ng gui delines on
mar keting orders that were devel oped, | believe,
in what, the Ni xon adm nistration in 1982, there
has been no continuance referendumin the entire
hi story of the raisin order. And, unless it's
i nserted, developed at this point, it's unlikely
it'll be included in the lifetime of anybody in
t he room

JUDGE McCARTNEY: All right. So |et
me just follow up on a question on that.

You were in the hearing room during
t he exam nation and the testinony that was
provi ded by previous wi tnesses on this proposal;

Is that correct?
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THE W TNESS: Yes.

JUDGE McCARTNEY: So do you agree --

THE W TNESS: Sone of them

JUDGE McCARTNEY: All right. Wre you
here for today's testinony?

THE WTNESS: Not all. | arrived
about 2:00.

JUDGE McCARTNEY: Ckay. So do you
agree or disagree with the nmechani smregarding
the inmpact of the two-thirds ngjority as it's
currently stated in the suspension or termnation
| anguage under Proposal 57

THE WTNESS: | agree with the precise
| anguage that is in Proposal 5 yes.

JUDGE McCARTNEY: All right. And why
do you agree with the precise | anguage with
respect to the two-thirds majority?

THE W TNESS: Several reasons for
that, okay. One, it's a standard protocol, as |
understand it, within the department. Nothing
speci al, uni que devel oped by the California

raisin industry. [It's conmmon for marketing
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orders generally.

Secondly, this has been an industry of
consensus-building. If you |look at the history
of the votes at the RAC, in npost cases, they are
virtually unaninmous. Now, it may take us awhile
to get to that point but, generally, we work out
our differences in the working groups, the
subcomm ttees, at the full commttee, even
bringi ng sonmething back to the full commttee,
and a second tine.

The third thing is, 1'll disagree
somewhat with M. Sahatjian's statenent that the
i ndustry is really broken down into three groups
in the terns of independents, Raisin Bargaining
Associ ati on, and Sun- Mai d, because Sun-Mii d, as a
cooperative, we're really half-processor,
handl er, and we're half-grower. W're not 100
percent grower, and we're not 100 percent
handler. | don't own acreage. | nean, | work
for processors, but | -- | nmean, for producers,
but | primarily work for global custoners.

And, as a result, the interests of
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Sun- Mai d on behal f of gl obal raisin custoners,
are essentially affiliated the sane way with the
ot her handl ers, because we sell generally to the
sanme customers. W all want prosperity for

handl ers. W all want prosperity for raisin
growers.

So |l don't -- oftentines, we have an
interest that can go as to | ooking at the
br oadest schenme as to whether it's to the best
i nterest of the producer, best interest of the
handl er, or it's a conprom se position for the
best interest of the total industry.

And | think that is our viewpoint if
and when this referendum continuation | anguage is
adopted. That's the way Sun-Mid, both producers
and as a cooperative, would | ook to the current
state of the industry, whether the marketing
order served the best interest of the totality of
t he industry.

And, lastly, | think the two-thirds is
an appropriate vote. | nean, it's the basic

requi rement for setting the marketing order up in
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the first place. And, if the producers and the
handl ers don't continue to support it to the same
degree every so nmany years, then they've done
sonet hi ng wrong.
| nmean, one of the key things that
we're here today on the Marvin Horne Suprene
Court case, had we been nore responsive to the
needs of producers, the matter woul d have never
made it to the Suprene Court in the first place.
And | believe, had we had a referendum during
that tinme frame, the industry would have been
nore responsive to the needs of small producers.
And | apol ogi ze for getting off-track.
Three, regarding the proposal to
aut hori ze quality regulation, this is primarily a
housekeeping item W believe the current
| anguage of the marketing order was al ways
i ntended to provide for quality regulation. W
do, however, recognize that the meani ng of
guality regulation in 1949, when the marketing
order was established, was nore limting than

today in 2016. For this reason al one, we support
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the addition of specific authority for quality
regul ati on.

Today, the termquality regulation
means any and all regulation that's inportant to
t he custoner, supply chain, end user, or the
public at large. This proposal will add the term
guality to a nunmber of sections to make this
authority clear.

The purpose of this proposal for
gquality standards is to clarify that the
mar keti ng order has an anple range of authority
over both incom ng natural condition raisins and
out goi ng processed raisins. And this may have
been sone confusion in the questioning back and
forth, because it's very nmuch in the growers
i nterest sonetines to | ower the incomng quality
standards, and for customers to want to increase
t he outgoing quality standards.

And us, as processors, we have to deal
with both, | ook at the beneficial interests of
the growers in getting product in, wthout the

need for reconditioning or additional cost and,
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yet, neet the outgoing standards that custoners
want around the worl d.

JUDGE McCARTNEY:  Uh- huh.

THE W TNESS: There could be, in the
future, a need to inplenment regulation to neet
the requirenents of different internationa
mar kets or the donmestic market such as the Food
and Drug CGuidelines for the Food Safety and
Moder ni zati on Act. The purpose of this proposal
is to provide the industry with this tool inits
t ool box if needed.

Since we believe the industry already
has this authority, the expected inpact is
mnimal . Any new regul ati on woul d be devel oped
by the industry, fully discussed, and nost
assuredly only be inplenented if it inproved the
mar ket conditions for California raisins by
addressing a custoner or public interest concern.

As a result, any such use of this
authority would be intended to inprove producer
and handler returns. |If there were additional

i nspection or regulatory cost, this should be
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m nimal and be offset by the marketing advant ages
for small businesses and all stakeholders in the
I ndustry.

As this proposed authority goes hand
in hand with the authority to establish different
out goi ng standards for different narkets, there
shoul d be the nost deliberate and cost-effective
use of this quality authority. |If there's not a
val ue for regulation in a particular market, the
i ndustry could differentiate market by market to
keep costs of inplenmentation at a m ni mum

Four, regarding the authority for
establishing different regulations for different
mar ket destinations, this is a reality of the
gl obal food business within private enterprise.
Most custoners around the gl obe establish their
own individual specifications and define their
own key attributes of quality. This authority
woul d al l ow t he marketing order quality
requi renents to be nore selective and precise for
i ndi vi dual mar ket s.

Currently, the marketing order does
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not allow for different standards for different
countries, and this would solve this deficiency.
The industry exports to over 50 countries.
Different markets have different criteria which
are now addressed handl er by handler. This
authority would allow the industry to devel op
differentiated standards if it determ nes there's
a marketing value to do so.

Unl ess the industry determ nes there
woul d be value to do so, the authority does not
add any further cost or regulation on the
i ndustry or small businesses.

| f approved, the commttee could
devel op new quality proposals by different nmarket
desti nation, have these di scussed within the
i ndustry, published for public comrent, and be
fully reviewed by the departnment and any ot her
necessary governmental authority before
i npl enentation. Only then would there be
conpl i ance i npact upon inplenentation.

Lastly, | would like to refer to

Exhibit 35 and, in particular table 1, which
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shows the varying acres of California raisin
variety grapes. And, from 2006, which is table
1, raisin variety bearing acres was 234, 000 and,
as last reported in 2015, it was 190,000. And we
believe that this, again, denonstrates the shift
of economi c factors since the marketing order was
formed in 1949, when we had very | arge surpl uses.

And now we have an industry that is
very much responding to world econom c
conditions, and we expect that, in the future,
supply will remain in better bal ance with demand
and, therefore, as a result, you don't need the
reserve pool and some of the provisions that the
secretary is proposing to be elim nated.

And there's many other statistics
t hrough here but | think, for the record, this is
a good foundation to show the years that we had a
reserve pool, and the years beginning in 2010
when we have not had a reserve pool.

And that conpl etes ny prepared and
unpr epar ed renmarKks.

JUDGE McCARTNEY: Are there any
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guestions for this wtness?

MS. SCHVAEDI CK: Melissa Schmaedi ck,

USDA.
BY M5. SCHMAEDI CK:
Q Thank you, M. Kriebel, for your
testinmony. | have a couple of questions for you.

So, with regard to the continuance
ref erendum | anguage, so, in the notice of
heari ng, we have a proposal fromthe RAC t hat
proposes having the first continuance referendum
within two years, and then the second and
subsequent between five and six.

Earlier today -- and | believe you
were not here when this witness gave their
testinmony. But M. Debbie Powel|l gave testinony
with regard to nodified | anguage, proposal to
nodi fy the | anguage so that the first year would
be at five years, and subsequent years woul d be
between five and six. And that is captured in
Exhibit No. 9.

Are you famliar with that

nodi fication?

Neal R. Gross and Co., Inc.

303

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

A Yes. And | took the previous question
to me as to the nmechanics of the two-thirds vote
and that, rather than the actual date of the
hearing itself.

Q Ckay.

A kay. Because, yes, and the proposal
that the acting president of the RAC testified to
was voted on at the April 14th RAC neeting
unani nously, and is the one that | support
verbati mtoday, and is the one that was reached
after a lot of debate and di scussion within the
i ndustry, and | think denonstrates the
wi | lingness of the industry to work together to
come up with an approach that's for the best
interest of the entire industry and for future
generation of raisin growers and handl ers.

JUDGE McCARTNEY: So, with reference
to Exhibit 9, you are famliar with that exhibit?
That's the statenment that was provided by Ms.
Debbi e Powel I .

THE W TNESS: Yes.

JUDGE McCARTNEY: And you are in
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agreenent, and you endorse her testinony with
respect to the issue?

THE WTNESS: Correct.

BY M5. SCHMAEDI CK:

Q Thank you. Now, M. Kriebel, were you
i nvol ved with the work group that devel oped at
t he RAC proposal s?

A Yes. | believe | attended every
neeting of the work group. | nay have m ssed
one, but | don't renenber nm ssing any.

Q Okay. Thank you. And | was wonderi ng
i f you could describe to us sort of the process
of what happened. [If | understood previous
testi nony, there was an original proposal by the
wor k group for five years. And then, at the RAC
vote, it was switched to two years with regard to
the first vote. And then it was swi tched back to
five.

Can you tell ne why -- first of all,
why did it go to two and then why did it go back
to five? And why is five better than two?

A Well, | believe that whol e di scussion

Neal R. Gross and Co., Inc.

305

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

306

just shows the openness and the diversity of

opi nion at the RAC. There were people who wanted
five. Sone people wanted eight. Sone people who
wanted two. As Richard said, maybe sone people
want ed not hing, right.

And so the January neeting where it
was noved to two, that was probably the first
opportunity for a very deep discussion at the
RAC. And there were people then who were -- who,
| think, somewhat m sunderstood the nmeani ng of
that. And | don't knowif it's in your -- Ms.
Powel|'s testinony, that | believe the m nutes of
t he January neeting even reflected that, had the
continuation referendumissue conme up at the end
of the nmeeting rather than at the begi nning of
the neeting, it was very likely that the vote
woul d have been different.

But that's just the way the RAC
operates. W have differences of opinions. W
have full and open debate. And peopl e change
their mnd, and we try to build for a consensus.

| bet sonme of the political candi dates today have
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changed their mnd. So it's government in
process.

Q So, in your statenment that, if the
subj ect had been brought up earlier in the
neeting, the result m ght have been different.

Is that an indication that there wasn't enough
time to fully vet the five-year versus two-year?

A No. | think the neeting had a nunber
of issues that were new to the group. Again,
like | said, the idea of a continuance referendum
we' ve never had since 1949, okay. So it's new.

It may seem unnerving to sone because it's new.
But we have continuance referenduns in other
California raisin industries, nmarketing orders.
W just have one in the state order.
| don't know if that result was put on the
record. They were put on the record? And they
were just -- they were overwhel m ngly passed,
even despite the fact that we haven't been able
to collect any assessnents in the state marketing
order because of litigation going on in that. W

still have overwhel m ng support for continuance
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of the state nmarketing order.

That would tell you, to ne, that the
i ndustry is very thoughtful when it votes, and it
does value the tools in the tool box because it
understands how hard it is to rebuild these in
case you ever do |ose them

But the debate was a joint work group,
wasn't it, and a full RAC. And so we don't
al ways hold themthat way. |'m not the chairman.
The chairnman gets to design the protocol for the
neeti ngs, okay. And it may be we shoul d have had
the full subcommttee first before we went into
that. But | think the final result that came out
by the April 14th neeting was a very sound, sound
result for the entire industry.

Q In your opinion, would waiting five
years for that first continuance referendum all ow
the industry nore time to ascertain whether or
not any proposals that m ght be inplenented have
had the intended benefits? And would the five-
year period allow for a better assessnent than

per haps a two-year period, which would be

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

relatively shorter?

A Yes.

Q Thank you. |1'd like to ask sone
guesti ons about the proposal to add quality
authority, quality regulation authority. As
you' ve heard earlier today, we have had ot her
W t nesses speak to this issue, but | wanted to
hear from you

In your opinion, what is the
di fference between quality and grade? Your
statenment says, the termquality regulation neans
any and all regulation that is inportant to the
cust omer, supply chain, end user, or public at
|l arge. In sone ways, grade mght find its way
into that definition as well.

So, for you, what is the difference

bet ween grade and quality?

A Vell, for me, grade is within quality.
Q Ckay.
A And quality is broad enough to include

grade. But, for other people, it nmeans sonething

different. Sone people use them synonynously.
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O her people use themto nean different things.

Q Uh- huh.

A And you ask a raisin grower, grade
means one thing. You ask a raisin buyer, grade
means sonet hing el se. And what, again, is a
little confusing is because we have incom ng
standards that are very inportant to the grower,
and we have outgoing standards that are very
i mportant to the custoner. So these words nean a
little bit different things to different people.
They probably have 10 different neanings to the
same person

But, in each case, they really nmean
speci fic standards or rules that the USDA, either
Processed Products Branch, or the USDA has
devel oped. And the |ast outbound standards that
| believe that the industry devel oped were | ast
devel oped in 1979. And so part of this is, okay,
if we were to go back and review the whol e
out bound st andards, okay, how would we | ook at
those in today's environnent? And let's nake

sure we can have as many tools in the tool box to
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define those.

But, in each case, there are a
speci fic set of pronul gated standards or rules
that there's been anple debate, public comments,
st andardi zati on, review, and there's an offi ci al
docunent that is used within the departnent and
t he industry.

Q So, if understand correctly, what
you're saying is the quality authority woul d
allow you to create standards that woul d exi st
out si de of the 1970 --

A Ni ne.

Q -- nine USDA grades and standards that
currently exist. So it would allow you to go
above and beyond that?

A Ri ght.

Q Right. OCkay. | want to ask your
opi ni on on anot her understandi ng of m ne, based
on testinony. |'mwondering, would it be
accurate to say that grade is typically
associated with a visual attribute that's

constant, it doesn't change, whereas quality
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m ght be associated with an attributed that's not
necessarily visible, for exanple, a contam nant
or a residue for an herbicide or fungicide or

sonething like that? |Is that a --

A Vell, I'"'mnot going to agree with you
on that.

Q Ckay.

A The fundanental difference within

raisins is flavor, and you can't see flavor.

Q Is that part of the grade standard?

A That's a standard.

Q Ckay.

A | mean, as to the difference
between -- as to you can be caranelized, right.

That's a defect, right. Too nuch cooking in the
field is a defect. That's an incom ng defect.
Did you know t hat ?

JUDGE McCARTNEY: | did.

THE WTNESS: Right. And so, | nean -
- so I'mjust -- and so, once you get -- just
with that, right, there are -- there can be

subj ective differences. There can be ones that
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and people in the room have custoners,
enbedded stens.

Enbedded stens. Can't see

an x-ray. Many people in the industry

sorters.

different, you know -- sorry to --

BY Ms. SCHVAEDI CK:

Q No.

and you want fewer and fewer cap stens,

Neal R. Gross and Co., Inc.
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you'd like to visualize. But we have custoners,

f or

an enbedded

definition of it. | nean, so how do you see it,
right. You try to have -- you can't see by the
visual eye, so you're trying to devel op | aser

standards that may be nechanical can see it, or

use X-ray

So that's not visual. So there's

A But there's -- the whole breadth
of -- and you're probably -- in the old, old
days, when people were referring to grade
standards, they were probably referring to things
they could see -- color, nunber of stens, nunber

of cap stens. But, as you get snaller and small er

f ewer and

www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

fewer stens, you know, it's becones virtually
i npossi ble for the eye to actually see it.

Q | see. Thank you. What I'mtrying to
understand is the intent behind quality
regul ati on and how that authority is to be
interpreted at a future date when that authority
is used to create a set of standards. So that's
why |I'm al ways asking this question, what is the
di fference between quality and grade. What do
you nmean by quality?

A Wll, and just it's a poor conparison,
but the framers of the Constitution had certain
meani ngs when it was formed. 200 years later, it

was interpreted to nean sonething else. The sane

thing with the word grade. |If the creators of
the marketing order were still here from 1949 and
had |ived through all of these things, |I'm

confident that their definition of grade would
have kept up with what our customers are.

But we don't have anything necessarily
in the record that shows that, that shows that.

So | think us in the industry, we use them
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synonynously, oftentines grade and quality. But
that's what the purpose of this amendnent is, to
make sure that we have the breadth of scope to
define them any way that makes sense from a

mar ket i ng and processing side for our custoners
anywhere in the world.

M5. SCHMAEDI CK:  Ckay. Thank you.
Those are all of the questions that | have.
Thank you.

JUDGE McCARTNEY: Any further
guestions for this wtness?

MS. CHI LUKURI: Yes.

JUDGE McCARTNEY: Go ahead.

MR, McFETRI DGE: Rupa, you can go.
That's fine.

JUDGE McCARTNEY: But we al ways save
you for last. This is confusing. Thank you for
trying to be a gentleman, but we have a process.

MR. McFETRI DGE: Marc MFetridge,
USDA. Just a couple of quick questions.

BY MR- MFETRI DGE

Q In your testinony, you stated that a
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majority of the growers that supplied Sun-Mid
woul d be considered small growers; is that
correct?

A | think I was very careful to not use
the termnmajority.

Q Ckay.

A kay. | said a nunber of our --

Q A nunber.

A -- growers would be classified as
smal | busi nesses.

Q Ckay.

A And | avoi ded that question
particularly because it kind of follows the 80/20
rul e, not exactly, but, say, 70/30. W get 70
percent of our tonnage fromthe |argest growers
and 30 percent of our tonnage fromthe snall est
growers. So we have a lot of small growers, but
they don't deliver the vast majority of tonnage.

Q Thank you for that clarification.
Based on being president of Sun-Miid, would you
sai d, based on the Small Busi ness Adm ni stration

definition of having annual receipts fromselling
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rai sins of greater than $7.5 mllion, would you

say that Sun-Maid would be a large or a snall

A | arge handl er.

MR. MFETRIDGE: All right. Thank
think that's all | have for now

M5. CHI LUKURI: Rupa Chil ukuri, USDA

BY M5. CHI LUKURI :

M. Kriebel, 1'd like to ask you a

guesti on about Proposal Nunber 4, the
establ i shnent of different regul ations for
different markets. And I'd Iike you to take a

| ook at Exhibit 1, the notice of hearing.

JUDGE McCARTNEY: Do you have it in

front of you? Let's nake sure the witness has a

copy of that docunent.

BY M5. CHI LUKURI :

And, if you could, turn to page 23653.
Ckay.

And that's Proposal Nunber 4.

Ri ght.

kay. So, if you could, read into the

Neal R. Gross and Co., Inc.
Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

record 989.59. |If you could read into the record
(a) Regulation, and then (1) and (2). And I'd

| i ke to ask you a question about that after

you' ve done that.

A It begins, (a) Regulation. Unless
ot herwi se provided in this part, no handl er shall
(1) ship or otherw se nmake final disposition of
natural condition raisins unless they at | east
neet the effective and applicabl e m ni num grade
guality and condition standards for natura
condition raisins; or (2) ship or otherw se make
final disposition of packed raisins unless they
at | east neet such m ninmum grade quality and
condition standards established by the conmittee
with the approval of the secretary in applicable
rul es and regul ations, or as |ater changed or
prescri bed pursuant to the provisions of
par agraph (b) of this section.

Provi ded that nothing contained in
t hi s paragraph shall prohibit the shipnment or
final disposition of any raisins of a particular

varietal type for which mninmum standards are not

Neal R. Gross and Co., Inc.

318

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

319

applicable or then in effect pursuant to this
part. And provided further that a handl er may
grind raisins which do not neet the mninmum grade
guality and condition standards for packed
rai si ns because of mechani cal danmage or sugar in
the raisin paste, the conmttee may establish,
with the approval of the secretary, different
grade quality and condition regul ations for

di fferent markets.

Q kay. And, based on your readi ng of
that provision, is it your understanding that
different regulations for different market
destinations can be bel ow applicable m ni num
grade quality or condition standards? And take
your tinme to review, if you'd like.

A Vell, | hate to say bel ow because they
may just be different, right. They may be
different. They may be -- sonebody nay consi der
t hem bel ow, but --

JUDGE McCARTNEY: Well, would the
different be such that they would not have been

approved under Grade B as currently defined in

Neal R. Gross and Co., Inc.
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the regs? Let's use different in that way.

BY M5. CHI LUKURI :

Q Wul d di fferent nean bel ow t he
applicabl e m ni mum standards as set out per
(a) -- 989.59(a)(1) and (a)(2)?

A Well, in each case, | could see the
situation where you had different standards for
different attributes. So, for exanple, cap
stens, we've tal ked about cap stens a lot, right?
Actually, in the old days, people ate cap stens.

JUDGE McCARTNEY: Good fiber, as one
of the wi tnesses pointed out.

THE WTNESS: And they really are.

W' ve done nutrient analysis on cap stens. And
there's nore nutrients in cap stens per gramthan
in the raisins thensel ves.

JUDGE McCARTNEY: But they nust not
taste as good because you rem nded us that flavor
is the governing characteristic that people are
interested in; is that correct?

THE WTNESS: Well, a few cap stens

don't really interfere with the flavor, you know.
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JUDGE McCARTNEY:  Uh- huh.

THE WTNESS: A |ot of cap stens
really do, you know. So, in that case, we have
custonmers in the industry who want virtually no
cap stenms. And we've argued with themthat
you' re actually destroying sone of the nutrient
val ue of the raisins in the first place.

JUDGE McCARTNEY: Pardon ne. Counsel,
is it your -- are you -- is this in response to
your question, or is this unresponsive to your
guestion? |I'm confused now. Wat was the
guesti on?

M5. CHILUKURI: | was saying, based on
his reading of that provision, does he think that
different market regulations -- different
regul ations for different markets can be bel ow
t he m ni mum standards that are in the order.

THE WTNESS: Well, we woul d change
the regulations in the order. It's not to avoid
the order. It's that, if we -- we used to have
Grade C, right? W used to have Grade C, so that

was in the order. Maybe we want to bring Grade C

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

322

back.

M5. CHILUKURI: Okay. Thank you for
that clarification.

JUDGE McCARTNEY: But it would be in
t he order.

THE WTNESS: It would be in the order.

JUDGE McCARTNEY:  Publ i shed pursuant
to rul emaki ng, notice, and conmment.

THE WTNESS: Correct.

M5. CHI LUKURI: Thank you for that
clarification. That is ny only question.

JUDGE McCARTNEY: All right. Are
there any further questions for this wtness?

MR. SAHATJI AN | just want to nmake a
conment because --

JUDGE McCARTNEY: Well, first -- all
right. Before we take conments, are there any
objections to the adm ssibility of Exhibits 33,
34, and 35?

(No audi bl e response.)

JUDGE McCARTNEY: No objections, they

are hereby adm tted.

Neal R. Gross and Co., Inc.
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(Wher eupon, the above-referred to
docunents were received into evidence as Exhibit
Nos. 33, 34, and 35.)

JUDGE McCARTNEY: | f you do not have
a question for the witness and you nerely wish to
opi ne, then we need to adjourn this witness. Do
you have a question for hinf

MR. SAHATJI AN: | do have a question.

JUDGE McCARTNEY: All right. You may
proceed.

BY MR SAHATJI AN:

Q M. Kriebel, you were at the January
27, 2016, RAC neeting --

A Yes.

Q -- I"'massum ng. And do you recal
the vote on the anendment, the continuation
r ef er endunf?

A Sonme of the votes, because there were
mul ti pl e votes.

Q Okay. Well, | have on record just
one, and it's regarding the continuation

referendum And | don't know if you recall, but
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there was a vote. Do you renenber what the
results of that vote were for inserting the
| anguage into the proposal of no |less than two
years and no later than three year of the
effective date that we'd have a referendunf

A |'ve got the mnutes and --

Q It's on page 7.

JUDGE McCARTNEY: Are you referring to
an exhibit that's been admtted into the record?
And what's the exhibit nunber? 15, page 7?

(OFf mc coment)

JUDGE McCARTNEY: Al right.

THE W TNESS: That was a vote, and
then there's another vote on page 8.

BY MR SAHATJI AN:

Q kay. |'mnot sure what the
di fference was, but they both say the sane
| anguage. Two years, no |later than three years.
| don't know.

But, regardl ess, that was not a
unani nous vote. | voted against that. And, if

you recall, that was a notion to include in the

Neal R. Gross and Co., Inc.
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proposal s here, that there would be a
continuation referendum And that was a split
vote, so | just want -- | just want you to
confirmthat you recall that this was not a
unani nous deci si on.

A My recol lection, and | believe the
m nutes state that there was a split vote on
January the 27th, and there was a unani nbus vote
on April the 14th at a neeting that you attended.

MR. SAHATJIAN: | guess I'll just wait
for the coments section. Al right. | don't
have any questi ons.

JUDGE McCARTNEY: Anything further for
this w tness?

(No audi bl e response.)

JUDGE McCARTNEY: All right. You're
excused, sir. Thank you for your testinony and
for attending.

Al right. So we're at 4:30. Let's
go of f the record.

(Wher eupon, the above-entitled matter

went off the record at 4:26 p.m)
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CERTIFICATE

This is to certify that the foregoing transcript

In the matter of: amendments to the Marketing Order
Regulating Raisins

Before: ynited States Department of Agriculture

Date: (05-03-16

Place: (ilovis, California

was duly recorded and accurately transcribed under
my direction; further, that said transcript is a

true and accurate record of the proceedings.

Court Reporter
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