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M y name ls John Jennings. I am the plant manager for the Great Lakes Cheese of NY,
lnc. dalry manufactunng plant locatcd at 23 Phelps Street ln Adams, New Yoyk. The
faclllty ls owned and operated by Great Lakes Cbeese Company lnc., headquartered ln
l-liram , Ohlo. 1 have been servlng as the plant manager of the Adams faclllty for the past
fourteen years. I am responsible for the overall operatlons of the facillty and 1 report
dlrectly to the Vlce Presldent of M anufactunng. I am dlrectly lnvolved yn the entlre
process from purchaslng of the raw matelials ttl salcs of the products. Pnor to beconxng
plant manager, 1 held a variety of productjon and supervlsory posltlons ln the Adams
plant, J laave worked at the plant for 31 years, staytmg ln 1976 when lt was owned and
operated by Dmrylea Cooperative; Great Lakes purchased the plant fl'om Dalrylea m

1985.

The Adams facility converts whole nulk lnto Amencan style natural cheese (plimarily
cheddar). Along w1th the cheese products, whole sweet whey powder and whey cream
are also produced as byproduct.s of the operatlon. The plant cmn-ently processes
approxlmately 410 mllhon pounds of milk annually. Thls equates to 41 mllllon pounds
of Amencan style natural cheese, 23 mllhon pounds of whole sweet whey powder and
approxlmately 1 million pounds of whey cream fat annually. All of these products are
sold in bulk form used for fullher processlng o1' as an mgrechent.

M y focus today Is to provlde lnfonnatlon about the cheddar manufactunng and the
byproducts generated that l'rlight be helpful to USDA to make a sound decislon from this
healing. 1 am not a daiyy econonust and do not conslder myself to have speclallzed
expertlse in the regulated mllk pncing system However, 1 have been told a couplo thlngs
about the current Class 11l formulas that concelm me. Speclflcally, 1 have been told that
the exlstlng fonuula assumes that no mllk components are lost ln the manufactunng
pyocess, and that all of the fat recelved at the plant that ls not captured ln the cheddar
cheese has a vtdue equal to the value of fat ln grade AA butter. 1 dlsagree wlth both of
these assumptions and w1l) elaborate fu/her on these lssues.

ln-plant Losses
For the sustalnablllty of processors, it ls lmperatlve that the products accounted for ln the
regulated nulk prking system not exceed what can be produced from the nulk belng
pnced There are mhel'ent component losse,s throughotzt the manufactunng process.
These component losses may come ln the fonn of but not llmlted to mllk, cheese, whey
sollds and whey cream. Two slgmhcant contnbutors to component losses are the
cleanlng and sanlnzing t)f equipment and the desludglng of the whey separator

equzpment.

Typlcally, cheese operatlons will n)n for up to twenty hours of process and w1ll be down
1 four hours te clean and sanltlze. The start-up and shutdown process C
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and the cleanlng prccess lead to component losses. At the front end of the process
, yailk

ls lost at pasteunzer start-up and shutdown. At start-up, the mllk has to push water
through the system and the mllk / water nuxture is nm onto the floor ând dlsposed of as
waste material until lt reaches approxlmately 90% milk concentratlon. At shutdown, the
opposite occurs and water is used to chase the rmlk. Once the water dilutes the rnilk
below 90% mllk concentratlon, the balance of the milk / water nlixture ls nln onto the
floor and dlsposed of as waste matenal. W e have not quantpfled the volume of these
losses but they do exlst throughout the lndustry.

Mllk components that are cllnglng to the lnsldes of the equlpment are also lost (that 1s,
dlsposed of as waste matenal) dunng the cleanlng and sanltataon cycle. Fat ls the most
slgmhcant component that cllngs to the stainless and ls lost duling the dally CP (clean ln
place) cycle through the plplng and equlpment However, whey sohds also bmld up on
the Inslde of the whey dryer and ale lost when that eqm pment ls cleaned every couple
weeks. W e have not quantlfped the volume of these losses.

An area of loss that we have quantlfled ls the whey sollds lost ln the whey separation
process, resulting from the desludging of the whey separators. After the whey ls
removed from the cheese vat, lt Is separated to recover as much of the whey fat as
posslble. Thls ls because fat ln whey cream has a hlgher value that fat in dry whey
products. A1l of the whey generated ls rtm through a separatyon process where the fat ls
removed by means of a centnfuge type machine. Thls ls a ccmtlnucms process and dunng
the operation the m achine will desludge on a tlm ed sequence.

Desludglng ls baslcally back washlng the machlne or flushlng out the resldual sollds that
bmld up in the machme dunng the szparatlon process. The lndustry standrd is to
typically run a full dcsludge every hour and a partlal desludge every flfteen lnlnutes.
Dunng the ful) desludge, approxlmately twenty gallons of product ls dlscharged from the
m achlne and during a partlal only about flve gallons of product zs dlscharged. Our
operatlon runs approxlmately nlneteen and a half hours per day, whlch equates to three
hundred ninety gallons of product dunng the full desludge and two hundred and nlnety
gallons of product on the partlal desludge. The whey sollds level for the full desludge are
3% and for tht partlal desludge are 4% . W hen you convert the gallons to pounds and
calculate the dry pounds of sollds lost for both the full and partlal desludpng, lt equates
to approximately 200 pounds of dry whcy sollds per day. The facillty operates at ful!
capaclty for at least 355 days per year. The total whey solyds lost annually ls 71,000
pounds. That 71,000 pounds represents 0.3% of our incomlng raw mllk ffother solyds''
purchased last year. Using the average of the whey mostly central market fcq' 2006 of
$.3348 I lb., the value of the sollds lost would be $23,770. Thls lnformation was
complled by measunng the desludge volumes and ln plant testlng of the product
discharged. The m arket value ls the average value for 2006 ''Central States whey
mostly'' reported ln the USDA/AMS Dall'y M arket News.

W hey Crenm M arke-t Value
The second focus polnt of my testlmony ls the market value of whey cream fat and the
hmlted marketmg options avallable for whey cream fat The Adams facTllty produces
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approxlmately one nulllon pounds of whey cream fat annually. Potential outlets for thls
product are very llmlted not only in the Eastern repon but for the entire country as well.
Tcl my knowledge, there are only two processors pnrchasing whey cream ln the East.
Currently Great Lakes Cheese of NY, Inc, ls sellzng whey cream to a processor in
M assachusetts and it ls sold FOB the Adams plant. The value that Great Lakes Cheese of
NY, lnc, has received for the product basically has been at the AA butter market pnce.
Dtlring our 2006 fiscal year, Great Lakes Cheese t)f NY, Inc. recelved an average pnce of
$1.2425 / pound of fat for the whey cream fat sold. The average C51E AA butter price
welghted by the loads sold each week was $1.2405. So ottr average multlpller over the
coursc of the year was 100.16% of the CM E, grade AA butter market. Coples of actual
lnvoices will be subnutted for the vecord at the hearing.

Table l (attached to my testimony) prcwldes a sunimary of cream sales by month wlth
average involce pnces and bllled amounts. Addltlonally, lt shows the average Class l11
fat pnce for each month and the revenue shortfall from that mimmum fat price. Table 1
shows that, although we received an average pnce of $1.2425 on the fat pounds ln the
whey cream sold during 2006, the average Class I1I mmlmum regulated fat price was
$1.3248 per pound on the fat that was sold. So we received 8.23 cents less per pound fat
than we were charged under the regulated price system. I am mfolnned that the Class II1
price fonzmla was modlhed sllghtly ln Febmary of this year and now detennlnes the
value per pound of butterfat by subtraotlng 12.02 cents from the Grade AA butter price
and multlplylng that amount by 1.2. Based on that fonuula, the avcrage value asclibed to
the fat in the Class lII pnce that we sold as whey cream ln the January through December
2006 tlmeframe was slightly lower at $1,3185. But glven that we ln fact only received
$1.2425 per pound of fat ln the whey cream, we stlll would have lncun'ed a loss on the fat
component of the whey cream of 7.6 cents per pound fat. Thls 7.6 cent loss does not
consider the loss on the plotein and other sollds that are carned in the slum portion of the
whey cream. W c are only pald on the fat component of the whey cream and do not get
pald for the components that are carntd hn the slum .

Great Lakes Cheese Company lnc. also owns and operates Emplre Cheese, another dalry
prccesslng plant located ln Cuba, New York. That facillty produces ltalian cheeses and
also generates whey cream on a dally basis, Due to the fact that the pi-odtlct from thls
facillty doesn't meet the requirements of the whey cream processors ln the East, al1 of the
whey cream ls shlpped and sold ln the nud west. In thls scenano, Empire Cheese is
responsjble for the frelght costs to locatlons ln elther W isconsln or Nebraska. In thjs
case, the value that Emplre recelves fol' the whey cream coupled wlth the frelght costs
result ln a slgnlflcantly lower return than ls achleved at the Adams plant.
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