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TUESDAY, SEPTEMBER 29, 2015 - - MORNI NG SESS| ON
JUDGE CLIFTON: TH S RECORD | S BEI NG MADE ON SEPTEMBER 29,
2015, IT IS A TUESDAY, IT 1S 9:02 IN THE MORNING VE ARE IN
CLOVIS, CALIFORN A
THS IS DAY SIX OF THE M LK HEARING MY NAME | S
JILL CLIFTON, |I'M THE ADM NI STRATI VE LAW JUDGE WHO | S ASS| GNED
TO TAKE IN THE EVIDENCE IN TH'S HEARING. | DO NOT DECI DE THE
CASE, | HAVE NO I NPUT I NTO THE DECI SION, ALL | DO IS DECI DE
VWHAT EVIDENCE | S ADM TTED. AND THERE ARE TWD KI NDS; TESTI MONY
AND EXHIBITS. AND THEN | CERTIFY WHAT THE EVI DENCE | S THAT WAS
RECEI VED AT THE HEARING SO | | NDI CATE WHAT TRANSCRI PT PAGES
THERE ARE AND VWHAT CORRECTI ONS HAVE BEEN MADE TO THOSE
TRANSCRI PT PAGES. | | NDI CATE WHAT EXHI BI TS WERE ADM TTED | NTO
EVIDENCE. | ALSO I NDI CATE WHETHER ANY EXHI BI TS WERE REJECTED.
THEY REMAIN PART OF THE RECORD, JUST AS THOSE THAT ARE
ADM TTED. THUS FAR, WE HAVE NO REJECTED EXH BI TS.
| WOULD LI KE TO DEAL W TH SOME PRELI M NARY MATTERS, BUT
FIRST, | WOULD LI KE TO TAKE THOSE APPEARANCES OF THOSE
PARTI Cl PATI NG BEG NNI NG W TH MEMBERS | N THE UNI TED STATES
DEPARTMENT OF AGRI CULTURE. | AM SUCH AN EMPLOYEE, AND | WOULD
LI KE THE OTHERS NOW TO LI NE UP AT THE PCDI UM AND ONE BY ONE,
I NTRODUCE YOURSELF, | NCLUDI NG THE SPELLI NG OF YOUR NAME.
MR RICHVOND:. GOOD MORNING YOUR HONOR. |'M
WLLIAM RICHVOND, R-1-CGH MO N D WTH USDA AMS DAl RY
PROGRANS.
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MS. MAY:  GOCD MORNING, LAUREL MAY, L-A-U-RE-L, MA-Y,
USDA AMS DAl RY PROGRAM

MR CARMAN.  GOOD MORNING, CLI FFORD CARMAN, C-A-R-M A-N,
DAl RY PROGRAMS, ASSI STANT TO THE DEPUTY ADM NI STRATOR

MR N ERVAN.  GOOD MORNING ' M JASON NI ERVAN, J-A-S-ON,
N-I-E-R-MA-N |'MTHE ASSI STANT MARKET ADM NI STRATCR FROM
FEDERAL ORDER 5, AND I'M HERE ON DETAIL WTH AM5 DAl RY
PROGRANS.

MR SCHAEFER: HENRY SCHAEFER, HE-N-R-Y, SCGHA-E-F-ER
AGRI CULTURAL ECONOM ST W TH THE UPPER M DWEST M LK MARKETI NG
ORDER, FEDERAL ORDER 30, AND |I'M HERE ON DETAI L FOR AMs DAl RY
PROGRANS.

MS5. BECKER  LAUREN BECKER, L-A-U-R-E-N, B-E-CK-E-R USDA
OFFI CE OF CGENERAL COUNSEL.

MR HLL: I'"MBRIAN HLL, B-RI-A-N HI-L-L, ALSO
APPEARI NG WTH THE OFFI CE OF GENERAL COUNSEL.

JUDGE CLIFTON: | WOULD LI KE NOW TO TAKE THE APPEARANCES OF
OTHER PARTI CI PANTS, BEG NNI NG W TH THOSE WHO ARE ON A TEAM
CONNECTED W TH A PROPCSAL.

MR BESHORE: MARVIN BESHORE, MA-R-V-I-N, B-E-S-H OR-E,
COUNSEL FOR THE PROPONENTS OF PROPOSAL NUMBER 1, CALI FORN A
DAIRIES, INC., LAND O LAKES, INC., AND DAl RY FARMERS CF
AVERI CA, | NC.

MR VLAHOS:  JOHN VLAHGS, J-OHN, V-L-A-HOS. |I'M
CO- COUNSEL FOR THE PROPONENTS OF PROPOSAL NUMBER 1.
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MS. OLI VER- THOWPSON:  GOOD MORNING |'M MEGAN OLI VER
THOWPSON. MEGAN IS ME-GA-N.  |'M ALSO AN ATTORNEY,

CO- COUNSEL W TH THE PROPONENTS FOR PROPOSAL NUMBER 1.

MR SCHAD: GOOD MORNING, DENNIS SCHAD. D-E-N-N-1-S,
SCHAD | WRK FOR LAND O LAKES.

MR VEGNER  THOVAS VEGNER, T-H O-M A-S; WEGNER,

WE-G N E-R DAIRY ECONOM ST FOR LAND O LAKES.

MR ERBA: (GOOD MORNING ERIC ERBA, CALI FORNI A DAI RI ES.
EERI1-C E-RB-A

MR ENGISH GOOD MORNING YOUR HONOR, ON BEHALF OF THE
DAI'RY I NSTI TUTE OF CALI FORNI A, PROPCSAL 2. CHI P ENGLI SH, LAW
FIRM OF DAVI S, WRI GHT, TREMAI NE.

M5. VULIN  ASHLEY VULIN, A-S-HL-EY;, LAST NAME IS V -- AS
IN VICTOR -- U-L-1-N, ALSO CO-COUNSEL FOR THE DAI RY | NSTI TUTE
OF CALI FORNI A

MR SCH EK: GOOD MORNING, W LLIAM SCH EK, S-C H1-E-K,

W TH THE DAI RY I NSTI TUTE OF CALI FORNI A

M5. TAYLOR GOOD MORNING SUE TAYLOR, S-U-E, T-A-Y-L-OR
W TH LEPRI NO FOCDS, L-E-P-R-1-N-O

MR BLAUFUSS: GOOD MORNING ROB BLAUFUSS, B-L-A-U-F-US S,
AND |'M WTH DEAN FOODS COVPANY.

MR DEJONG JAMES DEIJONG J-A-ME-S, DE-J-ONG |I'MA
DAI'RY POLI CY AGRI CULTURAL ECONOM ST W TH HI LMAR CHEESE COVPANY,
VH CH IS A DAIRY FARMER-OMNED CHEESE, WHEY, AND M LK POADER
MANUFACTURER.
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MR VETNE: MY NAME |S JOHN VETNE. |'M A REPRESENTATI VE
FOR H LMAR CHEESE, A FARMER- OANED CHEESE MAKI NG COVPANY. THANK
YQU.

M5. HANCOCK: NI COLE HANCOCK, N-I-CG-OL-E, HA-NCGOGK
['MWTH STCEL RI'VES, AND | REPRESENT THE CALI FORNI A PRODUCER
HANDLERS ASSCCI ATI ON AND PONDERCSA DAl RI ES.

JUDGE CLI FTON:  WOULD YOQU SPELL THE NAME OF YOUR FI RW?

M5. HANCOCK: |' M HAVI NG THE HARDEST TI ME W TH NOT SPELLI NG
IT. ST-OEL; RVESIS RI-V-E-S

JUDGE CLIFTON: | WOULD LI KE NOW TO TAKE APPEARANCES OF
THOSE WHO HAVE BEEN PARTI Cl PATI NG OR EXPECT TO BE PARTI Cl PATI NG
ON A REGULAR BASI S BUT ARE NOT ASSOCI ATED W TH THE PARTI CULAR
PROPCSAL OR AT LEAST NOT PART OF THE TEAM THAT PRESENTED I T.

M5. ACMOODY: GOOD MORNI NG ANNIE ACMOCDY, A-C, MO OD-Y.
['M THE ECONOM ST W TH WESTERN UNI TED DAl RYMEN.

M5. REED: GOOD MORNING KRISTINE REED, K-R-1-S-T-1-NE,
R-E-E-D, COUNSEL FOR SELECT M LK PRODUCERS.

MR MERTENS: CEORGE MERTENS, GE-OR-GE, MERT-EENS
AND |' M GO NG TO BE TESTI FYI NG FOR DFA.

MR TOLLENAAR: SIETSE TOLLENAAR, S-I-E-T-S-E
T-OL-L-E-N-A-A-R, A DAIRY FARVER FROM WHEATLAND, CALI FORNI A

JUDGE CLIFTON:  1'M SORRY, YOQU -- | DON T HAVE YOUR NAME I N
My HEAD YET AND | COULDN T WRI TE FAST ENOQUGH  WOULD YOU AGAI N
SPELL YOUR FI RST AND LAST NAME?

MR TOLLENAAR  S-1-E-T-S-E, AND T-O-L-L-E-N-A-A-R

1106

BARKLEY

TRANSCRIPT OF PROCEEDINGS - VOLUME VI Court Reporters



© o0 ~N oo o b~ w DN P

NN NN R R R R R R R R R
g A W N P O © O N O O M W N B O

JUDGE CLI FTON:  THANK YOU.

MR OLSEN.  PETER OLSEN, P-E-T-EER, O L-S-E-N, AND I'M A
DAl RYMAN, MEMBER OF DAI RY FARMERS AMERI CA.

MR, VANDENHEUVEL: ROB VANDENHEUVEL,
V-A-N-D-E-N-H E-U-V-E-L AND |' M GENERAL MANACGER OF M LK
PRODUCERS COUNSEL. | WLL BE TESTI FYI NG ON BEHALF OF M LK
PRODUCERS COUNSEL.

JUDGE CLI FTON:  NOW LET ME CAPTURE THE RI GHT WAY TO WRI TE
VANDENHEUVEL. SO IS IT ALL ONE WORD?

MR VANDENHEUVEL: YES.

JUDGE CLI FTON:  AND THERE ARE NO SPACES?

MR, VANDENHEUVEL: CORRECT.

JUDGE CLI FTON: OKAY. AND THERE'S ONLY ONE CAPI TAL LETTER,
AND THAT'S THE V AS IN VICTOR I N THE BEG NNI NG?

MR VANDENHEUVEL: CORRECT.

JUDGE CLI FTON:  THANK YQU. | LOOK FORWARD TO THE TESTI MONY
OF THE PECPLE THAT WE HAVE HERE TODAY. |F YOU | NTEND TO
TESTI FY AND YOU HAVE NOT YET COVE FORWARD, PLEASE COVE FORWARD
NOWAND G VE US A PREVI EW OF THE SPELLI NG OF YOUR NAME. ALL
RIGHT. AND VWE MAY HAVE OTHERS THAT ARRI VE LATER TI MES DURI NG
THE DAY. WE WELCOVE THE TESTI MONY OF ALL PECPLE WHO WOULD LI KE
TO BE HEARD HERE.

VE WOULD LI KE TO TAKE YOU ON THE DAY YOU WOULD LI KE TO

TESTI FY, SO SOVE PECPLE LI KE TO COME AND LI STEN FOR A DAY OR
TWO BEFORE THEY BEG N, SO IT'S ENTI RELY UP TO YOQU AS TO WHEN
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YOU WOULD LI KE TO BE WORKED | N.

LET' S CONTI NUE W TH PRELI M NARY MATTERS.

FIRST OF ALL, | WOULD LIKE TO | DENTI FY THE DOCKET
NUVBER BY WHICH THI'S CASE IS KNOMWN | N THE HEARI NG CLERK' S
OFFI CE N THE UNI TED STATES DEPARTMENT OF AGRI CULTURE. | N
BRACKETS, THE CAPI TAL LETTERS [AQ -- THAT STANDS FOR
AGREEMENTS AND ORDERS, IT'S THE TYPE OF CASE. THE DOCKET
NUMBER | TSELF | S DOCKET NUMBER 15-0071.

THE CAPTION IS IN RE: M LK IN CALI FORNI A.

| WOULD ALSO LI KE TO READ A FORVAL STATEMENT ABOUT TH S
HEARI NG

TH'S PUBLI C HEARI NG | S BEI NG HELD TO CONSI DER AND TAKE
EVI DENCE ON THE PROPOSED ESTABLI SHVENT OF A FEDERAL M LK
MARKETI NG ORDER TO REGULATE THE HANDLI NG OF M LK I N CALI FORNI A.
THE PROPOSED MARKETI NG AREA WOULD | NCORPORATE THE ENTI RE STATE
OF CALI FORNIA.  USDA RECEI VED FOUR PROPOSALS FROM | NTERESTED
PARTI ES, SOVE THAT | NCLUDE CERTAIN M LK PRI CI NG AND POCLI NG
PROVI SI ONS NOT' FOUND | N CURRENT FEDERAL M LK ORDERS. THE
PROPOSALS | NCORPORATE THE SAME DAl RY PRCDUCT CLASSI FI CATI ON
SYSTEM USED THROUGHOUT THE FEDERAL M LK MARKETI NG CRDER SYSTEM
ADDI TI ONAL FEATURES WOULD RECOGNI ZE CALI FORNI A QUOTA PREM UM
AND FLU D M LK FORTI FI CATI ON VALUES.

TH' S HEARI NG WLL CONSI DER THE FOUR PROPCSALS AS
CONTAI NED IN THE FEDERAL REG STER HEARI NG NOTI CE PUBLI SHED ON
AUGUST 6TH, 2015. AND IN ADDITIQN, ALTHOUGH I T MAY NOT HAVE
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APPEARED | N THE FEDERAL REG STER HEARI NG NOTI CE, WE ARE
CONSI DERI NG AN ALTERNATE DESCRI PTI ON OF CALCULATI ONS REGARDI NG
VHEY -- WHE-Y -- AND THAT | S BECAUSE OF ACTI ONS THAT WERE
TAKEN HERE AT TH S HEARI NG

ALL RIGHT. NOW | WOULD LI KE OTHERS TO PRESENT TO ME
PRELI M NARY MATTERS AND WELCOM NG AND OTHER REMARKS, BEG NNI NG
W TH THOSE WHO ARE EMPLOYEES OF USDA.

MS. MAY: LAUREL MAY.

SO AS ALWAYS, WELCOVE. WE RE GLAD THAT YOU ARE HERE AT
TH S HEARI NG TODAY WTH US. | F YOU WOULD LI KE TO SPEAK TCDAY,
PLEASE LET MEREDI TH KNOW AND MEREDI TH W LL WRI TE YOUR NAME
DOMN SO THAT -- AND LET THE JUDGE KNOW THAT YOU WOULD LI KE TO
SPEAK.

I'N ADDI TI ON TO COPI ES OF YOUR WRI TTEN STATEMENT, |F YQU
HAVE A BUSI NESS CARD THAT YOU COULD PRESENT TO THE COURT
REPORTER, THAT WOULD BE HELPFUL. THE AUDI ENCE MAY QUESTI ON ANY
WTNESS. |F YOU WOULD LIKE TO DO SO, PLEASE APPROACH THE
M CROPHONE, AND THE JUDGE W LL ACKNOW.EDGE YQU.

VE ARE BROADCASTI NG THI S HEARI NG LI VE AUDI O FEED. WE
ARE NOT RECORDI NG I'T, BUT | F PEOPLE THAT YOU KNOWWOULD LI KE TO
TUNE INTO I T, THEY CAN LI STEN AT TI NYURL. COM CA M LK HEARI NG

THE COURT REPORTER |'S REPORTI NG OFFI Cl AL TRANSCRI PTS OF
TH S HEARING, AND THEY WLL BE AVAI LABLE APPROXI MATELY TWO
VEEKS AFTER THE END OF EACH HEARI NG VEEK.

EXH BI TS THAT ARE ADM TTED | NTO THE RECORD, ARE
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NUMBERED | N ORDER OF THEI R PRESENTATI ON. COPI ES OF THOSE ARE
AVAI LABLE. WE HAVE SOME SPARE COPI ES OVER HERE ON THE TABLE,
THEY WLL ALSO BE PCSTED AFTER TWO WEEKS.

VE HAVE REFRESHMENTS IN THE BACK OF THE ROOM THAT YQU
ARE VWELCOVE TO ENJOY. AND AS FAR AS THE ORDER OF THE DAY GCES,
YESTERDAY WE HAD ENDED WTH MR, HOLLON ON THE STAND. | TH NK
W' RE GO NG TO G VE HM A BREATHER TH S MORNI NG AND MR
BESHORE HAS | NDI CATED THAT HE' S GO NG TO ASK Ms. ACMOCDY TO
COME FI RST, AND THEN WE HAVE SOVE PRCDUCERS TO HEAR, AND SOVE
OTHER TRADE PEOPLE. AND JUST FOR YCOUR | NFORVATI ON, WE W LL BE,
VE PLAN TO ENTER AS AN EXH BI T, THE COVPARI SON CHART THAT
COVPARES CDFA AND FEDERAL M LK MARKETI NG CRDER PRODUCT
CLASSI FI CATI ONS, WH CH WAS ADDED LAST WEEK.

JUDGE CLI FTON:  MS. MAY, WOULD THE PRESENTATI ON OF THE
COVPARI SON OF THE M LK CLASSI FI CATI ONS BE A GOOD THI NG TO BEG N
WTH? NO? YOU WOULD RATHER HEAR THE PEOPLE WHO HAVE COME HERE
TO TESTIFY FIRST? OKAY. AND |'M-- | -- THERE S NO AUDI BLE
RESPONSE, |'M GETTI NG SHAKI NG YES OF HEADS, AND THAT'S WHAT |'M
GO NG ON.  THANK YOU. NOT ONLY BY Ms. MAY, BUT ALSO BY
MR R CHMOND, SO WE HAVE UNANIM TY OVER THERE.

ALL RIGHT. OTHER PRELI M NARY MATTERS.

MR ENGISH CH P ENGLISH AND I THINK | DIDN T SPELL IT
EARLI ER TODAY, BUT IT'S GHI-P, EENGL-1-SH FOR THE DAIRY
I NSTI TUTE OF CALI FORN A.

I JUST WANT TO SORT OF PUT ON THE RECORD SOVE
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DI SCUSSI ONS | HAVE HAD W TH COUNSEL FOR THE COOPERATI VES AND
THE DEPARTMENT. WE CONTI NUED TO TALK ABOUT THE | NFORVATI ON AND
DATA REQUESTED FROM THE CALI FORNI A DEPARTMENT OF FOOD AND
AGRI CULTURE. AND THERE HAVE BEEN ONGO NG DI SCUSSI ONS ABQUT
VWHETHER OR NOT THERE WLL BE A W TNESS AND HOW THAT MATERI AL
WLL BE PRESENTED. AND VHILE IT IS, YOU KNON QOUR STRONG
PREFERENCE TO HAVE I T PUT IN AS AN EXH BIT AS SOON AS PCSSI BLE,
IF ONLY BECAUSE | T WLL ALLOW CRCSS- EXAM NATI ON TO BE MORE
SMOOTH IN TERMS OF ASKI NG QUESTI ONS AS OPPOSED TO
OFFI G ALLY- NOTI CED DOCUMENTS, | UNDERSTAND THE DEPARTMENT | S
STILL WORKING WTH, OR TRYING TO WORK W TH CDFA, AND THEREFORE,
THEY ARE NOT YET READY TO PUT THI S I N.
VWH LE IT IS My PREFERENCE TO HAVE I T I N, THE DEPARTMENT

IS FREE TO SPEAK FOR | TSELF, BUT | T WOULD JUST BE BETTER THE
SOONER VE HAVE THAT IN, EVEN AS WE HAVE THE USDA' S EVI DENCE
LAST WVEEK.

JUDGE CLI FTON:  YOU DON' T HAVE TO RESPOND NOW  YOU ARE
VELCOME TO, BUT YQU DON T HAVE TO.

MR RICHVOND: WLLIAM R CHMOND, USDA. THANK YOU, YOUR
HONOR.

| APPRECI ATE MR ENGLI SH S CONCERNS. WE ARE NOT READY

TO ENTER I NTO THE RECORD ANY OF THE DATA PREPARED BY CFA AT
TH'S TIME. WE WLL UPDATE EVERYONE | F TH S CHANGES THROUGHOUT
THE WEEK, OR PERHAPS NEXT WEEK.

JUDGE CLI FTON: DO YQU THI NK WE' LL STILL BE HERE?
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MR R CHVOND:  YES.
JUDGE CLI FTON: DO WE HAVE OTHER PRELI M NARY NMATTERS BEFORE

WE HAVE TESTI MONY FROM THE W TNESS STAND? ANYONE WHO WANTS TO
RECORD WHAT' S GO NG ON IN HERE IS VELCOVE TO DO SO, AS LONG AS
YOUDONT DOIT INA WAY THAT | S OBTRUSI VE. FOR EXAMPLE, |F
YOU HAVE A RECORDI NG DEVI CE OF SOME KIND THAT YOU CAN USE VWHERE
YOU ARE SITTING THAT WOULD BE | DEAL. THAT' S NOT' OFFI CI AL, BUT
I T MAY BE USEFUL FOR YOUR OMN PREPARATI ON FOR QUESTI ONS THAT
YOU WANT TO ASK, OR AS A REM NDER OF SOVE AREA THAT YOU WANT TO
COVER

COPY MACHI NE THAT IS IN THE BACK | S AVAI LABLE, |F YQU
NEED ADDI TI ONAL COPI ES FOR YOUR PRESENTATI ON.  SOVE W TNESSES
LI KE TO HAVE THEI R NOTES THAT THEY BRI NG TO THE W TNESS STAND,
VH CH IS TO YOUR LEFT, MY RIGHT. THEY LIKE TO HAVE THOSE ONLY
TO PROWT THEM TO REMEMBER WHAT THEY WANTED TO COVER, AND THEY
DO NOT WANT I T TO BE ADM TTED AS AN EXH BI T.  OTHERS HAVE
PREPARED STATEMENTS THAT THEY ARE BASI CALLY READI NG | NTO THE
RECORD, PERHAPS W TH SOVE MCDI FI CATI ON, BUT THEY WANT | T ALSO
AS AN EXHI BIT. SO EACH W TNESS MAY PROCEED AS HE W SHES W TH
REGARD TO WHETHER HE WANTS TO ACCOVPANY ORAL TESTI MONY WTH A
VWRI TTEN EXH BI T.

ALL RIGHT. ARE THERE OTHER PRELI M NARY MATTERS? A
PRELI M NARY MATTER M GHT BE A REQUEST, SUCH AS MR ENG.I SH
MADE, IT MGHT BE A QUESTION, IT M GHT BE A STATEMENT.  DCES
ANYBODY HAVE ANYTH NG ELSE BEFCRE WE PROCEED W TH ADDI TI ONAL

1112

BARKLEY

TRANSCRIPT OF PROCEEDINGS - VOLUME VI Court Reporters



© o0 ~N oo o b~ w DN P

NN NN R R R R R R R R R
g A W N P O © O N O O M W N B O

TESTI MONY? ALL RIGHT. THERE S NOTH NG
MR BESHORE, WLL YOU BE -- WLL YQU BE CALLI NG THE
NEXT W TNESS?
MR BESHORE: MR VLAHOS WLL PRESENT THE NEXT W TNESS.
MR VLAHOS:  JOHN VLAHGS, CO- COUNSEL FOR THE PROPONENTS OF
PROPOCSAL NUMBER 1. WE WLL CALL AS OQUR W TNESS, ANNI E ACMOODY.
JUDGE CLIFTON:  ONE THING | FORGOT TO SAY, COULD THERE BE
THREE COPI ES FOR M5. FRISIUS EACH TI ME WVE HAVE A STATEMENT?
TWO OF THOSE WLL BE OFFI Cl AL RECORD COPI ES, AND THE ADDI TI ONAL
ONE | S ALSO HELPFUL FOR KEEPI NG TRACK. ALL RI GHT.
MS. FRISIUS, | BELIEVE |'M MARKING THI S EXHI BI T AS
EXH BIT 21, IS THAT WHAT YQU ARE DO NG?
MR VLAHOS: | HAVE EXH BIT 25, | THOUGHT, YOUR HONOR, BUT
[ MAY BE V\RONG
JUDGE CLIFTON:  OH, WAIT, WAILT, WAIT. YES, THANK YOQU. |
PUT SOVE ON TOP.
M5. FRISIUS: MR VLAHOS IS CORRECT, IT IS 25.
JUDGE CLI FTON:  THANK YOU, MR VLAHCS, AND THANK YQU
M5. FRISIUS, TH S WLL BE EXH BI T 25.
( THEREAFTER, EXH BI T 25 WAS MARKED
FOR | DENTI FI CATI ON.)
JUDGE CLIFTON: SO WE' LL TAKE JUST A M NUTE UNTIL THEY HAVE
BEEN DI STRIBUTED. |F YOU DON' T HAVE A COPY YET, WOULD YQU
RAI SE YOUR RI GHT HAND? ARE THERE ANY OTHERS? WE HAVE ONE MORE
THAT' S NEEDED -- TWO MORE THAT ARE NEEDED, |F YQU HAVE THEM - -
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THREE MORE.
DO YOQU WANT TO MAKE COPI ES AT THE BREAK AND G VE TO
THESE GENTLEMEN, THAT WOULD BE GREAT. THANK YQU.
M. ACMOCDY, | WLL SWEAR YOQU IN IN A SEATED PGSI Tl ON.
IF YOU WLL RAISE YOUR R GHT HAND, PLEASE.
DO YOU SOLEM\LY SWEAR OR AFFIRM UNDER PENALTY OF
PERJURY, THAT THE EVI DENCE YOU W LL PRESENT WLL BE THE TRUTH?
M. ACMOODY: | DO
JUDGE CLI FTON: PLEASE STATE AND SPELL YOUR NAME.
M5. ACMOODY: MY NAME | S ANNI E ACMOODY, A-N-N-1-E, A-C
CAPI TAL MO O D-Y.
JUDGE CLIFTON: MR VLAHGS, YQU NAY PROCEED.
MR VLAHOS: THANK YOU, YOUR HONCR.
DI RECT EXAM NATI ON
BY MR VLAHCS:
Q GOOD MORNI NG Ms. ACMOODY.
GOOD MORNI NG
AGAIN, WOULD YOQU STATE YOUR NAME FOR THE RECORD?
ANNI E- ACMOQDY.
AND WHAT |'S YOUR EMPLOYMENT, Ms. ACMOODY?
I WORK FOR WESTERN UNI TED DAI RYMEN.
AND WHAT 1S YOUR POSI TI ON THERE?

> O >» O » O >

My OFFICIAL TITLE I'S DI RECTCR OF ECONOM C ANALYSI S.
Q AND HAVE YOU PREPARED SOMVE WRI TTEN TESTI MONY FCOR THESE
PROCEEDI NGS?
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| HAVE.
AND THAT IS EXHI BI T 25?
THAT" S CORRECT.

o > O »F

[F I MAY, | WOULD LIKE TO GO THRQUGH SOVE PRELI M NARY
TH NGS. COULD YOU STATE BRI EFLY YOUR EDUCATI ONAL BACKGROUND,
STARTI NG WTH YOUR COLLECE OR UNI VERSI TY?

A. | HAVE A BACHELOR S I N AGRI CULTURAL ECONOM C AND
MANAGEMENT FROM LAVAL UNI VERSITY I N QUEBEC CI TY, CANADA -- THAT
ALSO W LL EXPLAI'N POTENTI AL WORD SCREW UP THAT | MAY DO IN THE
FUTURE, THE FRENCH BACKGROUND THERE. | ALSO HAVE A MASTER S OF
AGRI CULTURAL ECONOM CS FROM PURDUE UNI VERSI TY, THEN | GRADUATED
N 2007.

Q OKAY. AND ALSO COULD YOU TRACE FOR US YOUR EMPLOYMENT
CAREER?

A | WORK FOR THE CALI FORNI A DEPARTMENT OF FOCD AND
AGRI CULTURE' S DAI RY MARKETI NG BRANCH WHEN | GRADUATED FROM MY
MASTER S, SO | WAS THERE FROM 2007 TO 2010 AS AN AGRI CULTURAL
ECONOM ST.  AND | STARTED WORKI NG W TH WESTERN UNI TED DAI RYMEN
N 2010, AND | HAVE BEEN EMPLOYED W TH THEM SI NCE.

Q [I'"MGING TO USE THE I NI TI ALS CDFA TO STAND FOR THE
CALI FORNI A DEPARTMENT OF FOOD AND AGRI CULTURE. WOULD YQU TELL
US BRI EFLY WHAT YOUR DUTI ES AND RESPONSI Bl LI TI ES WERE WHEN YQU
EMPLOYED BY CDFA?

A. | COWI LED ECONOM C DATA ON A REGULAR BASI S, ASSI STED
I N RELEASI NG THE CLASS PRI CES ON A MONTHLY BASI S, ALSO SERVED
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ON PANELS DURI NG PRI CI NG HEARI NGS TO PROVI DE RECOMVENDATI ONS TO
THE SECRETARY OF AGRI CULTURE.

Q AND WHAT IS YOUR EXACT TI TLE WTH WESTERN UNI TED
DAl RYMEN?

A. DI RECTOR OF ECONOM C ANALYSI S.

Q WHAT ARE YOUR RESPONSI BI LI TIES AND DUTI ES | N THAT
POSI Tl ON?

A A LOT OF FUN STUFF. | PRESENT MONTHLY ANALYSIS OF
CURRENT MARKET CONDI TI ONS TO OUR BOARD OF DI RECTORS. | PROVI DE
ECONOM C ANALYSI S OF POTENTI AL EFFECTS OF DI FFERENT PCLI CI ES OR
PRI CI NG | SSUES THAT M GHT ARI SE, DEPENDI NG ON WHAT | S THE TOPI C
OF THE DAY. SERVE ON -- TESTIFY AT PRI CI NG HEARI NGS | N FRONT
OF CDFA, WE HAVE DONE THAT A LOT IN RECENT YEARS. | ALSO WRI TE
A VEEKLY MARKET COMMENTARY FCR OUR NEWSLETTER AND PROVI DE
OUTREACH TO OUR MEMBERSHI P ON DI FFERENT TOPI CS OF | NTEREST.

Q  YQU MENTI ONED HAVI NG TESTI FI ED BEFORE CDFA ON A VARI ETY
OF MATTERS, HAVE THEY | NCLUDED | SSUES CONCERNI NG THE MATTER I N
VH CH WHEY | S VALUED I N THE PRI CI NG FORMULAS?

A YES.

Q CAN YQU ESTI MATE APPROXI MATELY HOW MANY TOTAL HEARI NGS
THAT YOU HAVE TESTI FI ED | N?

A. | PREPARED TESTI MONY FOR S| X HEARI NGS THAT CONTAI NED,

TO SOVE EXTENT, A WHEY | SSUE COVPONENT. TO SOME EXTENT, THOSE
ARE TEMPORARY PRI CI NG CHANGES, SOME OF THEM WERE FULL- ON
CHANGES.
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Q NOW YQU ARE HERE TESTI FYI NG ON BEHALF OF WESTERN
UNI TED DAl RYMEN, AND | KNOW YOUR WRI TTEN TESTI MONY W LL COVER
WHAT WESTERN UNI TED DAI RYMEN IS, BUT COULD YOU JUST BRI EFLY
TELL US ABOUT WESTERN UN TED?

A I T 1S AN ASSCCI ATI ON OF DAIRY FARMERS, SO WE REPRESENT
THE DAIRY FARM FAM LI ES I N THE STATE ON A MULTI TUDE OF | SSUES
THAT | NCLUDE PRI CI NG | SSUES, ENVI RONVENTAL REGULATI ONS, PQOLI CY
| SSUES, LEG SLATIVE, SACRAMENTO AND WASH NGTON DC.

Q OKAY. HAS WESTERN UNI TED TAKEN A POSI TI ON THROUGH | TS
BOARD OF DI RECTCORS, | N SUPPORT OF THE PROPOSAL MADE BY THE
THREE COOPERATI VES HERE | N THESE PROCEEDI NGS?

A YES, THEY HAVE. A UNANI MOUS PCSI TION, | M GHT ADD.
OKAY. AND HOW MANY DI RECTORS ARE THERE?

20.
AND VHERE DO THEY COME FROM VWHAT PARTS OF THE STATE?

> O > O

ALL OVER THE STATE. WE HAVE FROM ALL THE WAY FROM
SOUTHERN CALI FORNI A TO THE NORTHERN PART OF THE STATE.

Q OKAY. YQU HAVE | NDI CATED TO US THAT YOU HAVE PREPARED
WRI TTEN TESTI MONY. | T WOULD BE APPROPRI ATE AT THIS TIME TO
READ YOUR TESTI MONY | NTO THE RECORD.

A OKAY. THANK YQU.

AND | WLL TRY TO GO SLOW SINCE I T SEEMs TO BE THE
THEME THAT | HAVE SEEN.

Q EXCUSE ME, BEFORE | -- BEFORE | ASK YOU TO DO THAT, ONE

MORE QUESTI ON ABOUT YOUR DI RECTORS. YQU | NDI CATED THEY COME
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FROM ALL PARTS OF THE STATE. HOW ARE THEY APPQO NTED?

A

I T"S AN ELECTI ON PROCESS W TH MEMBERSHI P VOTES, SO

DI RECTORS ARE ELECTED FOR A PERI CD OF THREE YEARS.

A
Q

IS IT BY D STRI CT?

YES.

AND SO - -

WE HAVE TWELVE DI STRI CTS.

AND THE FARMERS IN THE TWELVE DI STRI CTS VOTE FOR THE

REPRESENTATI VES AND THAT' S THE BOARD OF DI RECTORS?

A
Q

CORRECT.
OKAY. AND NOW YQU MAY READ THE STATEMENT OF YOUR

VRl TTEN TESTI MONY.

A

CORRECT.
MY NAME | S ANNI E ACMOODY. | AM THE DI RECTOR OF

ECONOM C ANALYSI S FOR WESTERN UNI TED DAl RYMEN -- AND THE

ABBREVI ATI ON FOR THAT IS WUD, AND |'LL REFER TO IT AS WD FCR

SHORTENI NG OF THE LENGTH OF THE NAME.

SO VVE ARE AN ASSCCI ATI ON OF DAl RY FARMERS REPRESENTI NG

CALI FORNI A DAIRY FAM LI ES. WE HAVE MEMBERS LOCATED THROUGHOUT

THE ENTI RE STATE - -

JUDGE CLI FTON: EXCUSE ME, IS TH' S YOUR SLOW SPEED?

M5. ACMOODY: IT IS, | DD WARN YQU. | T S NOT SLOW ENOUGH,

S I1T?

I WAS BUT TRAI NED BY PRODUCERS, THEY LI KE TO CGET THI NGS

DONE QUICK, SO 1 TRY TO -- OKAY. SO | WLL SLOW DOMN.
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MR VLAHOS. HALF SPEED. HALF SPEED.
MB. ACMOCDY: OKAY. HALF SPEED.
WE HAVE MEMBERS LOCATED THROUGHOUT THE ENTI RE STATE, FROM
SAN DI EGO COUNTY, ALL THE WAY THROUGH DEL NORTE COUNTY.
| S THAT BETTER?
JUDGE CLIFTON:  PERFECT.
MB. ACMOCDY: WE ALSO REPRESENT MEMBERS OF ALL S| ZES,
(RANG NG FROM 17 COA8 TO 10, 000 COWS), ORGANI C AND
CONVENT] ONAL.
WESTERN UNI TED DAl RYMEN WAS ESTABLI SHED I N 1985 AS A
RESULT OF THE MERGER BETWEEN TWD ORGANI ZATI ONS W TH ROOTS | N
THE 30'S; UNI TED DAl RYMEN AND WESTERN DAl RYMEN. THROUGH THE
'60' S THE CALI FORNI A DA RY | NDUSTRY PRI CI NG SYSTEM WAS
CHANG NG WESTERN WAS A KEY PLAYER | N THE DEVELOPMENT OF THE
POOLI NG PROGRAM
TODAY, WUD' S MEMBERSHI P BENEFI TS COVER MANY AREAS.
THEY | NCLUDE RESOURCES | N LABOR LAW SAFETY, AN MAL WELFARE,
ENVI RONVENTAL REGULATI ONS, LEG SLATI VE | SSUES, COVMUNI CATI ONS,
MEDI A RELATI ONS, AND PRI CI NG | SSUES. WE ALSO PROVI DE
EDUCATI ONAL RESOURCES, THROUGH SEM NARS, WORKSHOPS, WRI TTEN
MATERI ALS, SOCI AL MEDI A, AND OUR VEBSI TE. SPECI FI CALLY, VE
HAVE FOUR FI ELD REPRESENTATI VES THROUGHOUT THE STATE READY TO
ASSI ST MEMBERS WHEN NEEDED. WE ARE REPRESENTED | N SACRAMENTO
AND WASH NGTON DC TO ENSURE LAWS AND POLI CY POTENTI ALLY
| MPACTI NG OUR MEMBERSHI P ARE MONI TORED AND ACTED UPON PROMPTLY
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AND EFFI CI ENTLY. ON THE ENVI RONMENT FRONT, WJD ADVOCATES FOR
I TS MEMBERS W TH LOCAL, REG ONAL, STATE, AND FEDERAL

ENVI RONMENTAL AGENCI ES, (AR AND WATER QUALITY, CLI MATE CHANGE
| SSUES, ETCETERA), TO ENSURE THAT REGULATI ONS THAT ARE
DEVELOPED BY THESE AGENCI ES TAKE THE CONCERNS OF OUR MEMBERS

| NTO ACCOUNT. WJD ALSO WORKS WTH | TS MEMBERS TO HELP THEM
UNDERSTAND THE REGULATI ONS AND MAKE SURE THEY GET FAIR
TREATMENT BY THE REGULATORS.

VE ARE A GRASS- ROOTS ORGAN ZATI ON AND AN ELECTED BOARD
OF 20 DI RECTORS GOVERNS OUR POLI CY. THEY MEET ONCE A MONTH TO
DI SCUSS | SSUES THAT AFFECT QUR MEMBERSHI P.  SPECI FI CALLY, OUR
M SSI ON STATES: "IN APPRECI ATI ON OF THE TREMENDOUS DEDI CATI ON
OF CAPI TAL, LABOR AND CARE AND CONCERN THAT OUR MEMBERS HAVE
I NVESTED I N THEI R DAIRIES, THE BOARD OF DI RECTOR W LL EARNESTLY
AND CONSCI ENTI QUSLY WORK TO PROMOTE SOUND LEG SLATI VE AND
ADM NI STRATI VE POLI CI ES AND PROGRAMS, FOR THE PROFI TABILITY OF
THE | NDUSTRY, AND THE WELFARE OF THE CONSUMERS, BY STRI VI NG
ALVWAYS TO DEVELCP CONCEPTS FOR THE GENERAL WELFARE AND
LONGEVI TY OF DAIRY PRODUCERS, WHI LE MAI NTAI NI NG THE STRONG
PCSI TI VE, PUBLIC | MAGE OF THE DAIRY FARMERS." THAT WAS A
REALLY LONG SENTENCE, | APOLOA ZE.

VWE ARE HERE TODAY BECAUSE OUR MEMBERS' FARMS ARE
CONFRONTED W TH DI SORDERLY MARKETI NG CONDI TI ONS WH CH THREATENS
THEIR VIABILITY I N THE STATE. SINCE THE GONSALVES M LK POCLI NG
ACT WAS | MPLEMENTED I'N 1969, THE CDFA HAS ADM NI STERED A STATE
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M LK MARKETI NG ORDER AND HAS TRI ED TO STRI VE TO BALANCE
I NDUSTRY | NTERESTS. | N RECENT YEARS HOWNEVER, CALI FORNI A --
JUDGE CLI FTON: EXCUSE ME, LET ME STOP YOU. WOULD SOVEONE
CLOSE THAT BACK DOOR, PLEASE? AND WH LE I HAVE GOT' YQU
STOPPED, WOULD YOU SPELL CONSCI ENTI QUS JUST FOR THE RECORD ON
THE PREVI QUS PAGE? CONSCI ENTI QUSLY.
M5. ACMOODY: YES, GONS-GI-EENT-1-OUSL-Y.
JUDGE CLI FTON:  THANK YQU SO MUCH
M5. ACMOODY: | REALLY COULDN T GET THAT PRONOUNCED
CORRECTLY.
JUDGE CLIFTON: NO | LIKED IT WTH I TS FRENCH FLAVOR
M5. ACMOODY: THANK YOU. SO WHERE WAS |? OKAY.
I N RECENT YEARS, CALIFORNIA'S M NI MUM PRI CES HAVE
FAI LED TO REFLECT NATI ONAL VALUES FOR CLASSI FI ED M LK USES.
TH' S HAS LED TO | NCREASI NGLY DI FFI CULT MARKETI NG CONDI TI ONS FOR
DAI' RY FARMS OPERATI NG I N CALI FORNI A
THE UNITY WE HAVE SEEN | N THE CALI FORNI A PRODUCERS
COMMUNI TY IN THE LAST FEW YEARS, |S TESTI MONY TO THE UNDEN ABLE
DI SRUPTI ON CAUSED TO CALI FORNI A DAI RY FAM LI ES AND THEI R
EMPLOYEES BY THE I NEQUI TY | N CALI FORNITA'S M LK PRI CI NG
COVPARED TO THE PRI CE DI SCOVERY MECHANI SM I N STATES OPERATI NG
UNDER THE FEDERAL SYSTEM
MORE SPECI FI CALLY, WTH THE FI XED WHEY FACTOR
| MPLEMENTED ON DECEMBER 1, 2007, |IT WAS ONLY A MATTER OF TI ME
BEFORE PRI CES WOULD FALL SI GNI FI CANTLY OQUT OF ALI GNMVENT W TH
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THE FEDERAL ORDER PRI CING  THE | SSUE BECAME PARTI CULARLY
APPARENT | N 2011 AS THE VALUE OF DRY WHEY STARTED TO RISE. THE
PRODUCER COVMUNI TY, CONCERNED W TH THE | NEQUI TY, OVERWHELM NGLY
SUPPCORTED SOVE CHANGES. LAND O LAKES SUBM TTED A PETI TI ON ON
MAY 24, 2011, AGREEING THE | SSUE SHOULD BE REVI SI TED.  CDFA
CALLED FOR A HEARI NG ON JUNE 30, 2011. SUPPORT FROM DAl RY
PRODUCER ORGANI ZATI ONS AND COCPERATI VES WAS UNPARALLELED. ALL
SOUGHT CHANGES THAT WOULD BRI NG THE CALI FORNI A 4B PRICE I N
CLOSER ALI GNMENT W TH FEDERAL ORDER PRICES. AS A RESULT OF THE
HEARI NG, CDFA DECI DED TO | MPLEMENT CHANGES ELI M NATI NG THE
FI XED WHEY FACTOR AND REPLACING I T WTH A SLI DI NG SCALE.

THE CHANGES RESULTI NG FROM THE JUNE 30, 2011, HEARI NG
AND | MPLEMENTED ON SEPTEMBER 1, 2011, WERE AN | MPROVEMENT FCR
PRODUCERS. THE WHEY VALUE | S NOWALLOWED TO FLUCTUATE.
HOMNEVER, WH LE WUD APPRECI ATED THE MODI FI CATI ON, WE BELIEVED I T
STILL FELL SHORT OF AN APPROPRI ATE METHCD TO DETERM NE THE WHEY
VALUE I N THE CLASS 4B FORMULA. HENCE, WJD SUBM TTED A PETI TI ON
TO CDFA ON DECEMBER 2ND, 2011, PROPOSI NG TO MADI FY THE CURRENT
SLI DI NG SCALE I N THE CLASS 4B FORMULA TO ALLOW THE WHEY FACTCR
TO MORE CLOSELY REFLECT THE WEI GH VALUE GENERATED BY THE
CURRENT CLASS ||l FORMULA. AT THE TI Mg, THE DI FFERENCE BETWEEN
CALI FORNI A' S WHEY VALUE AND FEDERAL ORDERS, SINCE THE SLI DI NG
SCALE' S | MPLEMENTATI ON, AVERAGED A STAGCGERI NG $1. 88 PER HUNDRED
VEI GHT. CALI FORNI A DAI RY FAM LI ES CLEARLY NEEDED A BETTER WAY
TO CAPTURE THE WHEY VALUE. UNFORTUNATELY, CDFA DECI DED NOT TO
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ACT ON THE MATTER AND DENI ED THE HEARI NG REQUEST.

THE LAST (NON- TEMPORARY) UPDATE TO THE WHEY SCALE
OCCURRED I'N 2012, WHEN CDFA SECRETARY KAREN RCSS | NCREASED THE
UPPER END OF THE SCALE BY 10 CENTS ( EFFECTI VE AUGUST 1.)

FOLLOAN NG TH S DECI SI ON, SHE CREATED THE DAI RY FUTURE TASK
FORCE I N THE HOPES OF FI NDI NG COVMON GRCUND BETWEEN | NDUSTRY
PARTI CI PANTS TO | MPROVE THE CALI FORNI A PRI CI NG SYSTEM  ALMOST
THREE YEARS LATER, NO S| GNI FI CANT CHANGES OCCURRED, AND
PRODUCERS WERE STILL GETTI NG A CLASS 4B PRI CE THAT DOES NOT
TRACK FMMO CLASS 11

N 2013, PRODUCERS SUPPORTED LEG SLATION, (AB 31), THAT
WOULD HAVE Tl ED THE WHEY VALUE | N THE CLASS 4B FORMULA TO THE
WHEY VALUE IN THE CLASS Il FORMULA. THAT LEQ SLATI ON DI D NOT
PASS, DESPI TE STRONG UNI TY I N THE PRODUCER COVMUNI TY.

EVERY PRODUCER GROUP | N THE STATE HAS WORKED HARD ON
CETTING TH S | SSUE RESOLVED. THE LAST HEARI NG JUNE 3, 2015,
WAS CALLED BY SECRETARY ROSS ON HER OAN MOTI ON, TO PROVI DE
TEMPCORARY RELI EF TO PRODUCERS. THE CHANGES RESULTI NG FROM THI S
HEARI NG W LL EXPI RE NEXT SUMMER  WHI LE WE APPRECI ATED THE
SECRETARY' S EFFORTS, THE CHANGES MADE ARE TEMPCRARY.

CALI FORNI A DAI' RY PRODUCERS NEED A PERVANENT SOLUTI ON TO THE
UNFAI R PRI CES THEY ARE RECEIVING TH S IS AT THE ROOT OF WHY
VE ARE HERE TCDAY.

I N PARALLEL TO THE EFFORTS SPENT AT THE STATE, AN

I NTEREST | N EXPLORI NG THE POTENTI AL FOR CALI FORNI A FMMO STARTED
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GRON NG | N THE PRODUCER COVMUNI TY.  MANY | NFORVATI ONAL MATERI AL
WAS SHARED THROUGH NEWSLETTERS AND PRESENTATI ONS WERE DONE
THROUGHOUT THE STATE. SPECI FI CALLY, WJUD HOSTED A PANEL I'N 2012
AND | N 2014, AND A PRESENTATION | N 2015, WHERE USDA AND COCP
STAFF EXPLAI NED TO MEMBERS THE HEARI NG PROCESS AND HOW FMMO S
OPERATE. WJD BOARD MEMBERS SPECI FI CALLY SPENT TI ME TRYI NG TO
UNDERSTAND THE DI FFERENCES BETWEEN FMMO AND THE CALI FORNI A
SYSTEM AT THAT TIME, |IT WAS COVWWON KNOALEDGE THAT COOPS
STARTED TO WORK ON DEVELOPI NG A PROPCSAL FOR CALI FORNI A FMMO S.
UNTI L THAT WAS MADE OFFI CI AL | N CONTENT WAS MADE PUBLI C, WUD
DI D NOT TAKE A POCSI TI ON.

AFTER THE THREE MAJOR COCPS | N THE STATE SUBM TTED A
PROPGCSAL TO USDA I N FEBRUARY CF 2015, THE WJUD BOARD COF
DI RECTORS UNANI MOUSLY VOTED TO SUPPORT | T AT THE FEBRUARY 20,
2015, BOARD MEETING TH S PROPCSAL WAS A CULM NATI ON OF THE
LENGTHY PROCESS AT CDFA WHERE THE | NDUSTRY DETERM NED THAT THE
FMMO WAS NECESSARY TO REMEDY THE AFOREMENTI ONED | NEQUALI TY
CAUSED BY THE CALI FORNI A SYSTEM

I N SHORT, TH S PROPOSAL MEANS TO OUR ORGANI ZATION, A
SOLUTI ON TO A PROBLEM THAT THE CDFA SECRETARY HAS NOT BEEN ABLE
TO FI X,  AS MENTI ONED PREVI QUSLY, |IT IS NO SECRET THAT THE
CURRENT PRCDUCER DI SSATI SFACTI ON STEMS LARGELY FROM THE GROW NG
GAP THAT EXI STS BETWEEN THE CLASS ||| AND CLASS 4B PRICE. THE
PART OF THE CDFA CODE THAT STATE "THE METHODS OR FORMULAS SHALL
BE REASONABLY CALCULATED TO RESULT IN PRI CES THAT ARE I N
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REASONABLE AND SOUND ECONOM C RELATI ONSH P W TH THE NATI ONAL
VALUE OF MANUFACTURED M LK PRODUCTS" ( SECTI ON 62062) HAS BEEN
MENTI ONED COUNTLESS TI MES IN THE LAST Fl VE YEARS.

FOR THE LAST TWELVE MONTHS OF DATA BEFCRE THE LATEST
TEMPCRARY CHANGE CAME | NTO EFFECT, THE CLASS 4B VWHEY VALUE
AVERAGED $1.50 PER HUNDRED WEI GHT, LESS THAN THE FMMO CLASS |11
VALUE. THAT'S FOR THE PERI CD AUGUST 2014 TO JULY 2015.

VHEN COWVMODI TY PRI CES WERE HI GHER, THE DI FFERENCE WAS
EVEN MORE STRI KING W TH CLASS 4B WHEY VALUE BEI NG $2. 03 FOR
HUNDRED WEI GHT LOWER THAN THE CLASS |11 IN 2014. CLASS 4B
REPRESENTS THE LARGEST CLASS OF M LK I N CALI FORNI A BY
UTI LI ZATI ON.  ACCORDI NG TO DATA PUBLI SHED BY CDFA FOR THI S
HEARI NG SUMVARY OF POCL USAGE PERCENTAGE TABLE), CLASS 4B
REPRESENTED AN AVERAGE 42% OF THE SNF POOL USAGE AND 47% OF THE
FAT POOL USAGE IN 2015. LOOKING BACK AT THE LAST TEN YEARS, |IT
REPRESENTED 41% AND 46% ( FOR SNF | N FAT POOL USAGE,

RESPECTI VELY." -- AND SNF STANDS FOR SOLI DS NOT FAT.

THE CLASS PRI CE DI FFERENCE PLACES THE CALI FORNI A DAI RY
OPERATI ONS IN THE MJUCH LESS COWPETI TI VE POSI TI ON THAN THEI R
COUNTERPARTS WHOSE M LK ARE PRI CED BY FMMO REGULATIONS. TH' S
MEANS THE TWO SYSTEMS YI ELD DI FFERENT REGULATED M NI MUM PRI CES
FOR PRODUCT COWVPETI NG I N LI KE MARKETS. THE RESULTI NG
DI FFERENCES | N PRI CES MAY CAUSE MARKET DECI SI ONS THAT ARE BASED
ON REGULATI ONS RATHER THAN MARKET FUNDAMENTALS. THI S IS
CLEARLY A CONCERN AND A SI GN OF DI SORDERLY MARKET CONDI Tl ONS.
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FOR CALI FORNI A DAIRY FAM LI ES TO RECEI VE M LK PRI CES ON PARI TY
W TH THE REST OF THE COUNTRY, THE PROPCSAL SUBM TTED BY THE
THREE COOPS (PROPOSAL 1) IS QUR BEST OPTI ON.
ACCORDI NG TO THE USDA' S PRELI M NARY REGULATORY | MPACT
ANALYSI S OF PROPCSALS TO ESTABLI SH A CALI FORNI A FEDERAL M LK
MARKETI NG ORDER, THE | MPACT ON CALI FORNI A DAI RY PRODUCERS WOULD
BE SI GNI FI CANT. | NDEED, THE ANALYSI S PO NTS TO AVERACE
| NCREASED REVENUES OF $700 M LLI ON PER YEAR FOR THE FI RST SEVEN
YEARS OF | MPLEMENTATION.  ON THE FI RST YEAR ALONE, (2017), USDA
ESTI MATES | NCREASED PRODUCER REVENUES AT $590 M LLI ON.
PRODUCERS | N CALI FORNI A DESERVE TO BE ON THE LEVEL PLAYI NG
FI ELD WTH THEI R COUNTERPARTS IN THE REST OF THE COUNTRY.
MR, VLAHOS: DOES THAT CONCLUDE YQUR WRI TTEN TESTI MONY?
MS. ACMOODY: | T DOCES.
MR VLAHOS: WELL, THANK YQU VERY MJUCH, Ms. ACMOODY, OR
PERHAPS | SHOULD SAY "MERCI BEAU COUP".
AND MAY | ASK, DCES THE COURT REPORTER HAVE A COPY COF
TH S? YES. | WANTED TO MAKE CLEAR THAT WHEN THE W TNESS USED
THE WORD WUD, | T WOULD BE I NI TIALS, ALL CAPS, WU-D. AND VWHEN
SHE REFERRED TO "CLASS 1" IT WAS THE ROVAN NUVERAL 111, AND
WHEN SHE REFERRED TO "4B", | T WAS THE ARABIC 4 AND SMALL LETTER
B.
YOUR HONOR, THAT CONCLUDES OUR TESTI MONY. | WOULD MOVE
FOR ADM SSI ON OF EXHI BI T 25 | NTO EVI DENCE.
JUDGE CLI FTON: DCES ANYONE W SH TO QUESTI ON THE W TNESS
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BEFORE DETERM NI NG WHETHER YOU HAVE ANY OBJECTI ONS TO EXHI BI T
25 BEING ADM TTED? THERE IS NO ONE.
IS THERE ANY OBJECTION TO IT EXH BI' T 25 BEI NG ADM TTED?
THERE ARE NONE. EXHI BIT 25 | S ADM TTED | NTO EVI DENCE.
( THEREAFTER, EXHI BIT 25 WAS
RECEI VED | NTO EVI DENCE.)

MR VLAHOS: THANK YOU, YOUR HONCR.

JUDGE CLIFTON:  AND | THANK YOQU BOTH FOR AN EXCELLENT
PRESENTATI ON.  NOW | WOULD | NVI TE ANYONE WHO HAS QUESTI ONS OF
M. ACMOODY TO COME TO THE M CROPHONE WHERE MR VLAHGOS WAS I N
ORDER TO ASK THOSE QUESTI ONS.

MR ENG.I SH GOOD MORNING, CHI P ENG.ISH  AND WHI LE |
THINK I"M A LITTLE BETTER, YOUR HONOR, | STILL SEEM TO HAVE
VHATEVER I T | S, COLD, ALLERGY, COMBI NATION OF THE TWO. AND
VWHEN THE W TNESS, ONE OF US COMES FROM UPPER CANADA AND THE
OTHER ONE FROM LOWER CANADA, SO WE'LL SEE IF WE CAN FI GURE THI' S
QUT, FOR ACCENT PURPGSES.

CRGOSS- EXAM NATI ON
BY MR ENG.I SH:

Q SO FIRST, AND | ONLY WANT TO ASK QUESTI ONS ABQUT
VWHETHER YOU KNOW COF I T. ARE YOU AWARE THAT THERE WAS A STUDY
DONE BY MARK STEPHENSON AND CHUCK NI CHOLSON REQUESTED BY THE
COOPERATI VES W TH RESPECT TO WHAT LED TO THE SUBM SSI ON FOR A
FEDERAL M LK MARKETI NG ORDER?

A YES, | AM AWARE.
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Q AND HAVE YOU SEEN THAT STUDY?

A. NO | HAVE NOT.

Q ALL RIGHT. AND NOW YQU SAI D THAT YQU HAVE TESTI FI ED,
[ THNK, SIX TIMES AT CDFA HEARI NGS?

A. | PREPARED TESTI MONY. ACTUALLY HAD TO SKIP ONE OR TV,
THEY TEND TO SCHEDULE THOSE HEARI NGS AROUND BABI ES BEI NG
DELI VERED SO | - -

Q ALL RIGHT. THAT'S -- OBVIOQUSLY, WE LL GET TOIT, |
JUST WANT TO UNDERSTAND, WHEN YOU MENTI ONED PREPARI NG
TESTI MONY?

A YES.

Q WAS THAT I N YOUR CAPACI TY AT WESTERN UNI TED SOLELY?

A YES

Q OKAY. DD YOQU EVER PREPARE EVI DENCE FOR SUBM SSI ON AT
A CDFA HEARI NG WHEN YOU WERE AT CDFA?

A. | | NTRODUCED DATA WHEN | WAS AT CDFA.

Q BUT THAT WASN T WHAT YOU REFER -- | JUST WANT THE
RECORD TO BE CLEAR, THAT WASN' T WHAT YOU WERE REFERRI NG TO WHEN
YOU REFERRED TO THE SI X TI MES YOQU PREPARED DATA. YOU PREPARED
DATA SI X TI MES FOR HEARI NGS I N CALI FORNI A AFTER YOQU JO NED
VESTERN UNI TED, WAS I T 20107

A YES, THAT IS CORRECT.

Q OKAY. AND | WANT TO BE VERY CLEAR ABOUT THE NEXT
COUPLE OF QUESTI ONS BECAUSE | UNDERSTAND YOU WERE AT CDFA AT
THE TIME, AND I'M NOT' ASKI NG FOR YOUR TESTI MONY AS A
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REPRESENTATI VE OF WESTERN UNI TED. BUT YOU WERE ON THE HEARI NG
PANEL FOR A DECI SI ON MADE W TH RESPECT TO CLASS 1, 2, AND 3
PRI CI NG | N 2008?

A. | BELIEVE SO, | WOULD HAVE TO GO BACK AND LOXK | F MY
NAME WAS ON THE PANEL REPORT, BUT THAT SOUNDS RI GHT.

Q AND THAT HEARI NG STARTED BY THE REQUEST OF SOVE
PRODUCER ORGANI ZATI ONS LOCOKI NG FOR AN | NCREASE I N CLASS 1, 2
AND 3 PRI CES?

A, THAT SOUNDS FAM LI AR

Q AND DID IT ACTUALLY RESULT I N A DECREASE I N CLASS 1, 2,
AND 3 PRI CES?

A, THAT ALSO SCUNDS FAM LI AR

Q ANDISIT FAIR TO SAY THAT, WOULD YOU RECOLLECT THAT A
REASON G VEN FOR THAT WAS THAT THERE WAS SURPLUS M LK I N
CALI FORNI A?

A, THAT ALSO SCUNDS FAM LI AR

Q THANK YOQU. YQU USED THE TERM AT LEAST A COUPLE TI MES,
DI SORDERLY MARKETI NG CONDI TI ONS.

A YES, | KNOWYQU LI KE THAT TERM

Q VELL, I"MNOT WLL ONLY ONE. DCES CALI FORNI A ACTUALLY
USE THAT TERM I N I TS STATUTE, ORDERLY MARKETI NG CONDI TI ONS?

A YEAH | THINK I, THAT | QUOTED SOVETH NG HERE ON 6062,
THAT' S REASONABLE. THAT' S THE MAIN WORD THEY USE IS REASONABLE
RELATIONSH P.  THAT' S A GOCD QUESTI ON, | COULDN T ATTEST TO
THAT SPECI FI CALLY.
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Q OKAY. SO SINCE YQU USED THE WORD AS OPPCSED TO MY
USING I T, WHAT IS IT THAT YOU MEAN BY DI SORDERLY MARKETI NG
CONDI TI ONS TCDAY FOR THI' S TESTI MONY?

A, WHAT | MEAN BY THAT IS, THE PRODUCERS | N CALI FORNI A ARE
PLACED I N A COWPETI Tl VE DI SADVANTAGE W TH PRODUCERS | N OTHER
FMMO S, AND SO THAT' S DI SORDERLY MARKETI NG CONDI TI ONS.

Q AND WHAT | S THAT COWVPETI Tl VE DI SADVANTAGE,

SPECI FI CALLY?

A, THE FACT THAT THEY ARE FACI NG LONER REGULATED M LK
PRI CES.

Q ARE THERE ANY OTHER DI SORDERLY MARKETI NG CONDI TI ONS | N
YOUR TESTI MONY TODAY?

A THAT IS THE MVAIN ONE WE ARE CONCERNED ABOUT.

Q YOQU JUST SAID MAIN ONE, SO NOWI'M ASKING | S THERE ANY
OTHER THAT YOU ARE CONCERNED ABQUT?

A, NOT RIGHT NOwW

Q HAS THERE IN THE RECENT PAST BEEN ANOTHER THAT YOU HAVE
BEEN CONCERNED ABOUT?

A, THERE MAY HAVE BEEN, BUT NOI' FOR THE PURPCSE OF THE
| SSUE HERE THAT WE' RE CONCERNED ABOUT.

Q THANK YOU. LIKE MR HOLLON AND W TNESSES BEFORE, YQOU
REFERENCED THE FAI LURE FOR CALIFORNTA M NI MUM PRI CES TO REFLECT
NATI ONAL VALUES FOR CLASSI FI ED M LK USES.  WHEN YQU USE THE
TERM NATI ONAL VALUE, ARE YOU REFERRI NG TO REGULATED PRI CE,

M Nl MUM REGULATED PRI CES?
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A YES.

Q AND WHEN WERE THOSE NATI ONAL VALUES ESTABLI SHED?

A. | MEAN, THEY ARE ESTABLI SHED ON A MONTHLY BASI S THROUGH
THE REGULATED PRI CI NG FORMULAS.

Q WHEN DI D USDA ESTABLI SH THOSE FORMULAS?

A, THOSE CHANGED THROUGH THE HEARI NG PROCESS. | BELI EVE
THE PRI CI NG SYSTEM WAS ESTABLI SHED IN THE '30'S, IN THE U. S,
BUT THEY CHANGED OVER TI ME.

Q WHEN WAS THE MOST RECENT TI ME THAT USDA FULLY
ESTABLI SHED THOSE VALUES?

A, VE HAVE TALKED ABOUT FEDERAL ORDER REFORM | THINK I'N
2000 WAS THE MAI N CHANGES THAT HAPPENED RECENTLY.

Q OKAY. NOW AT THAT TIME, |IN 2000, DO YQU KNOW WHAT THE
H GHEST LEVEL OF THE DRY WHEY PRI CE HAD EVER REACHED?

A NO | DONT.

Q OKAY. YQU REFERENCED IN THE MDDLE OF -- PAGE 1 IS
NUMBERED, PAGE 2, SO THE SECOND PAGE OF YOUR TESTI MONY?

A, THAT WAS My EFFORT TO PUT THE PAGE NUMBER, BUT
APPARENTLY I T DIDN T FOLLOW THROUGH.

Q |I'MEQUALLY COWETENT NOW SO IN THE M DDLE OF THE
PAGE, THAT IS THE SECOND PAGE OF YOUR TESTI MONY, YOU STATED,
"THE | SSUE BECAME PARTI CULARLY APPARENT I'N 2011 AS THE VALUE OF
DRY WAY STARTED TO RISE." CORRECT?

A YES.

Q DO YOQU KNOWWHETHER THE VALUE OF DRY WHEY I N 2011 WAS
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H GHER THAN DRY WHEY HAD EVER BEEN BEFORE?

A THAT IS A | THNK | DON T HAVE A DATA SET IN FRONT OF
ME, SO DON T WANT TO SPEAK TO THAT.

Q BUT FEDERAL M LK MARKETI NG ORDERS HAVE NOI' MODI FI ED THE
FORMULAS USED FOR DRY WHEY WHEN PRI CES FOR DRY WHEY HAVE BEEN
AT THE CURRENT LEVELS, CORRECT?

A, CORRECT.

Q ON THE TH RD PAGE OF YOUR TESTI MONY YQU | NDI CATE AT THE
LAST HEARI NG SECRETARY ROSS MADE A MOTI ON TO PROVI DE TEMPORARY
RELI EF TO PRODUCERS. AND YQU DI SCUSSED THE FACT THAT | T WAS
TEMPCRARY, BUT WHAT WAS THE NATURE OF THAT RELI EF, REGARDLESS
OF WHETHER I T WAS TEMPORARY OR NOT? WHAT DID IT PROVI DE AS
RELI EF FOR DAl Rl ES?

A "M NOT REALLY SURE - -

Q WHAT WAS THE NATURE OF THE CHANGE? | UNDERSTAND IT IS
TEMPORARY, BUT YQU DON T PROVI DE FOR THE RECORD WHAT THE CHANGE
WAS.

A OH | SEE, RIGHT. SO THE WAY -- WA-Y -- THE WHEY --
WHEY -- | S CALCULATED, WAS MXDI FI ED, AND SO A NEW SLI DI NG
SCALE WAS | MPLEMENTED SO THAT THE DRY WHEY VALUE COULD GENERATE
A H GHER RETURN FOR THE CLASS 4B PRI CE.

Q AND WHAT WAS THE LEVEL THAT IT COULD GENERATE FOR THE
CLASS 4B PRI CE THAT WAS HI GHER?

A, SO THE SCALE WAS CHANGED. | T USED TO RANGE BETWEEN 25
CENTS AND 75 CENTS, AND I T WAS CHANGED TO RANGE BETWEEN ZERO
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AND $2, $2.005 TO BE MORE SPECI FI C.

JUDGE CLIFTON: TELL ME -- TELL ME AGAI N?

M. ACMOODY: SO IT I'S NOT $2 FLAT, IT IS $2 DOLLARS AND A
HALF A CENT, SO THAT'S 2. 005.

JUDGE CLIFTON: OKAY. HOW PECULI AR OKAY.

MR ENGLISH  JUST ONE FINAL CLARI FI CATI ON QUESTI ON.
BY MR ENGLI SH

Q |F SOVEONE WERE TO GO BACK AND LOOK AT THE CDFA HEARI NG
PANEL DECI SI ON, YOUR NAME WAS DI FFERENT, CORRECT?

A. N 2008?

Q VES.
A.  THAT |'S CORRECT.
Q AND YOUR NAME, JUST SO FOR CLARI TY FOR THE RECORD, |F
SOMVEBODY |'S LOOKI NG LATER AND THEY SAY, WE DON' T SEE AND
ACMOCDY, VHAT WAS YOUR NAME AT THE TI ME?

A. PELLETIER |IT S SPELLED, P-E-L-L-E-T-1-E-R

Q THANK YOU VERY MUCH FOR YOUR TESTI MONY.

| HAVE NO FURTHER QUESTI ONS.
MR VETNE: JOHN VETNE FOR HI LMAR CHEESE COVPANY.
CROSS- EXAM NATI ON

BY MR VETNE:

Q THANK YOU FOR APPEARI NG TODAY. MR ENGLI SH ASKED YOU
SOME QUESTI ONS ABOUT YOUR USE OF WORDS. | WANT TO EXPAND ON
THAT.

NEXT TO THE LAST PARAGRAPH YOU USED A WORD COMBI NATI ON,
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"MARKET FUNDAMENTALS." YOU ARE AN ECONOM ST, CORRECT?
APPEARI NG AS AN ECONOM ST?

A.  CORRECT.

Q OKAY. DOES THE TERM MARKET FUNDANMENTALS HAVE MEANI NG
IN THE DI SCI PLI NE OF ECONOM CS?

A. IT'S KIND OF A BROAD QUESTION, SO IF I T HAS A MEANI NG?

Q A MEANING I N THE ACADEM C STUDY CALLED ECONOM CS, DCES
| T HAVE A MEANI NG?

A. | SUPPCSE I T DCES.

Q VELL, IF IT DOES, WHAT IS YOUR UNDERSTANDI NG OF THAT
TERM AS USED | N THE Di SCI PLI NE OF ECONOM CS?

A. | WOULD HAVE TO GO BACK TO MY ECON 101 BOOK AND LOOK AT
THE OFFI CI AL DEFI NI TION, BUT YOU JUST WANT A BROAD - -

Q  PARDON?

A, YOU JUST WANT A BROAD EXPLANATI ON OF WHAT?

Q VELL, THEN LET ME ASK YOU, RATHER THAN GO NG BACK TO
ECON 101, HOW YOU MEAN TH'S TERM I N YOUR TESTI MONY?

A. OKAY. THAT'S A -- | SHOULD BE ABLE TO ANSWER THAT ONE.
SO THE SENTENCE YOU ARE REFERRI NG TO HERE |'S THE ONE, "THE
RESULTI NG DI FFERENCES OF PRI CES MAY CAUSE MARKET DECI SI ONS THAT
ARE BASED ON REGULATI ONS RATHER THAN MARKET FUNDAMENTALS." AND
VHAT | MEAN BY THAT |'S THAT | F PRODUCERS | N CALI FORNI A VERE
FACED W TH THE SAME MARKET FUNDAMENTALS AS THE REST OF THE
COUNTRY, WH CH MEANS THEY WERE FACED W TH THE SAVE REGULATED
M NI MUM PRI CES, THEN THEY, THE MARKET DECI SI ONS THEY WOULD BE
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ABLE TO MAKE ON THEI R OPERATI ONS WOULD BE DI FFERENT.

AND SO IT -- IT'S REALLY A LITTLE BI T DI FFERENT THAN
YOUR BASI C MARKET FUNDAMENTALS IN ECONOM CS | N THAT WE ARE
OPERATI NG IN THE REGULATED ENVI RONMVENT, SO I'T I'S NOT
NECESSARI LY YOUR -- THERE ARE OTHER THI NGS THAT | MPACT YOUR
FREE- MARKET ECONOM CS THAT YOU WOULD EXPECT.

Q LET ME SEE | F | UNDERSTAND CORRECTLY. WHEN YQU USED
THE TERM MARKET FUNDAMENTALS I N TH' S PARAGRAPH IN THI S
SENTENCE, YOU ARE REFERRI NG TO A SET OF PUBLI SHED REGULATED
M N MUM PRI CES, CORRECT?

A YES, THAT'S WHAT THE WORLD WE ARE OPERATI NG I N.

Q DCES THAT TESTI MONY THEN, | NCLUDE SOVETH NG BEYOND
REGULATED M NI MUM PRI CES TO BEHAVI OR OF MARKET PARTI CI PANTS I N
TRANSACTI ONS I N A SYSTEM THAT HAS BOTH REGULATED PRI CES AND
COVPETI Tl VE PRI CES?

A1 DONT THINK I'T I NCLUDES ANYTH NG BEYOND THAT.

Q DCESN T I T I NCLUDE BEHAVI OR, JUST YQU ARE LOOKI NG AT
PRI CES, PER OD?

A, THAT' S WHAT WE' RE CONCERNED ABOUT.

Q OKAY. AND PREVI QUSLY IN THE SAME SENTENCE YQU SAI D,

"Dl FFERENCES IN PRI CES MAY CAUSE MARKET DECI SIONS." FI RST WORD
I WOULD LI KE YOU TO DEFINE I N CONTEXT OF YOUR TESTI MONY | S THE
WORD MARKET.

A, IN THAT SAME SENTENCE, "THE RESULTI NG DI FFERENCE OF

PRI CE MAY CAUSE MARKET DECI SI ONS?"
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Q VES.

A. SO THE MARKET -- THE MARKETPLACE HERE, WOULD BE THE
DAl RY | NDUSTRY | N CALI FORNIA. SO AN EXAVPLE OF A MARKET
DECI SI ON COULD BE FOR A DAIRY TO SELL OUT AND PLANT TREES
| NSTEAD OF REMAI NI NG | N BUSI NESS. SO THE MARKET |'S THE DAl RY
| NDUSTRY HERE | N CALI FORNI A.

Q OKAY. SO-- OKAY. SO THE MARKET YOU ARE REFERRI NG TO
|'S THE MARKET FOR M LK W THI N CALI FORNI A?

A YES.

Q AND THE DECI SIONS THAT YOU ARE REFERRI NG TO ARE THOSE
THAT MAY OR MAY NOT BE MADE BY PRODUCERS DAl RY FARMERS WHO SEEK
TO SELL THEIR M LK I N CALI FORNI A?

A.  THAT WOULD BE ONE, YES.

Q ARE THERE OTHERS?

A.  CAN YOU REPEAT EXACTLY WHAT YOU SAID, TO MAKE SURE?

Q THE DECI SI ONS TO WH CH YOU ARE REFERRI NG ARE DECI S| ONS
MADE BY DAl RY FARMERS TO SELLERS WHO NEED TO SELL THEIR M LK IN
CALI FORNI A?

A.  YEAH, THE DECI SI ONS MADE BY THOSE FARMERS, CORRECT.

Q YOU ARE TALKI NG ABOUT FARMER DECI S| ONS HERE WHEN YOU
USE THE TERM MARKET DECI S| ONS?

A.  THAT |'S WHAT WE ARE CONCERNED ABOUT.

Q OKAY. THAT' S WHAT YOU ARE CONCERNED ABOUT. ARE THERE
ALSO MARKET DEC! SI ONS ENCOVPASSED | N YOUR TESTI MONY MADE BY
THOSE THAT BUY M LK PRODUCED W THI N CALI FORNI A?
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THEY CERTAINLY WOULD BE RELATED.
'S THAT ENCOVPASSED I N YOUR TESTI MONY?
YES, THEY ARE PART OF THE SAME MARKETPLACE.

o > O »F

OKAY. WHAT -- AND I N THAT CASE, | F MARKET DECI SI ONS
I NCLUDES DECI SI ONS BY OTHER THAN DAI RY FARMERS, TO WHAT KIND - -
VHAT KIND OF DECI SI ONS ARE YQU REFERRI NG TO?

A, THE DECI SI ON TO MAKE SPECI FI C PRODUCTS OR PURCHASE M LK
FROM SPECI FI C ENTI TI ES OR VARI QUS ENTI Tl ES.

Q OKAY. AND WTH RESPECT TO THOSE DECI SI ONS, ARE THERE
DECI SI ONS WH CH BUYERS THAT YOU BELI EVE ARE | NTERFERI NG W TH
SOUND ECONOM C, ElI THER PROCUREMENT, TRANSPORTATI ON, OR
DI STRI BUTI ON OF M LK AND DAI RY PRCDUCTS?

A I"M NOT SURE | UNDERSTAND YOUR QUESTION. THAT ARE
| NTERFERI NG?

Q THAT ARE INTERFERING  NOT MY -- My DESCRI PTI ON OF
DI SORDERLY MARKETI NG.  ARE THERE DECI SI ONS MADE BY BUYERS
W TH N CALI FORNI A THAT YQU CAN | LLUSTRATE ARE A FORM COF
MARKETI NG DI SOCRDER W THI N CALI FORNI A?

A I'"M-- NO |'MNOT TESTI FYI NG TO THAT TCDAY. WHAT |'M
CONCERNED ABQUT |'S THE I NEQUALI TY I N THE PRI CE DI FFERENCE
BETWEEN THE REGULATED SYSTEM AND THE FMMO PRI CES.

Q OKAY. |'MLOOKING AT THE FI RST, SECOND, TH RD, FOURTH
FULL PARAGRAPH ON PAGE TWO OF YOUR PREPARED TESTI MONY. A
LITTLE BIT BELON THE M DDLE OF THAT PARAGRAPH. YOU ARE
REFERRI NG TO WHAT HAPPENED I N DECEMBER OF 2011, ALLOW NG YOUR
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VHEY FACTOR TO MORE CLOSELY AFFECT THE WHEY VALUE GENERATED BY
THE CURRENT CLASS ||| FORMULA.

BY CURRENT CLASS |11 FORMJLA, YOQU ARE -- THI S | S 2015,
THE SAME FEDERAL CLASS |l FORMULA WAS | N EFFECT I'N 2011,
CORRECT?

A YES, | DON T SEE WHERE YOU ARE REFERRI NG TO, BUT, YES,
THAT' S THE SAME FORMULA AS | T | S TODAY.

Q OKAY. DO YOU SEE THE SENTENCE BEG NNI NG "AT THE TI ME,
THE DI FFERENCE BETWEEN CALI FORNI A'S WHEY VALUE, " ABOUT SEVEN
LI NES UP FROM THE BOTTOM OF THE SECOND PAGE?

A, SEVEN FROM THE BOTTOM  YES. "AT THE TIMg, THE
DI FFERENCE BETWEEN CALI FORNI A' S WHEY VALUE AND FEDERAL ORDERS
SINCE THE SLI DI NG SCALE' S | MPLEMENTATI ON AVERAGED $1.88. "

IS THAT WHAT YOU ARE REFERRI NG TO?

Q YOU ARE REFERRI NG WHEN YOU SAY " FEDERAL ORDERS' THERE,
YOU MEANT TO I NCLUDE OR MEANT TO REFER TO THE FEDERAL ORDER
VHEY VALUE?

A, THAT IS CORRECT, THAT'S WHAT IT IS MEANT TO REFER TO

Q NOI' THE FEDERAL ORDER. FEDERAL CRDER S MORE CENERI C?

A, THAT' S RI GHT.

Q AND THE SAME WOULD BE TRUE I N THE LAST PAGE OF YOUR
TESTI MONY, THE SECOND LINE, "W TH CLASS 4B WHEY VALUE BEI NG AN

AVERAGE OF $2. 03 PER HUNDREDWEI GHT LOMER THAN CLASS |11 IN
2014." YQU --
A CLASS |11, YES, WOULD BE THE WHEY VALUE.
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Q THE WHEY VALUE IN CLASS I117?

A, CORRECT.

Q OKAY. AND ON THE TOP OF THE THI RD PACGE OR YOUR
PREPARED TESTI MONY, REFERRI NG TO "NO S| GNI FI CANT CHANGES
OCCURRED, AND PRODUCERS WERE STILL GETTING A CLASS 4B PRI CE
THAT DCES NOT TRACK FMMO CLASS [IT."

ACTUALLY, YOU ARE REFERRI NG TO SOVETH NG THAT HAPPENED
N 2012, SO THAT WOULD BE DI D NOI' TRACK AT THE TI ME, CORRECT?

A CORRECT.

Q OKAY. AND BY "DID NOI' TRACK FMMO CLASS 111," YOU ARE
AGAI'N REFERRI NG TO THE WHEY VALUE IN CLASS II17?

A | TH NK THE SPECI FI C STATEMENT HERE WAS PERTAI NI NG TO
THE CLASS 4B, AND THE ACTUAL CLASS 4B AND THE ROVAN NUMERAL
CLASS |I'l, BUT THE FACT THAT I T DID NOT CORRELATE ON THE WHEY
PORTION |'S | NCLUDED | N THAT STATEMENT.

Q OKAY. AND BY, "DID NOT TRACK CLASS I'I'l," WAS I T YOUR
I NTENTI ON TO | NSTRUCT THAT THE CALI FORNI A CLASS 4B PRICE DID
NOT MOVE I N SYNC WTH THE FEDERAL CLASS ||| PRI CE?

A, THAT IS WHAT THAT SENTENCE -- YEAH -- SAYS.

Q ANDIT HAD -- I T HAD MOVED MORE I N SYNC I N THE PAST,
CORRECT?

A. I T HAD, IN THE PAST.

Q OKAY. AND THAT' S WHAT YOU ARE REFERRI NG TO THE PAST I N
SYNC VERSUS 2012 AND MORE RECENTLY NOT I N SYNC, CORRECT?

A YES
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Q OKAY. AND IN THE PAST, WHEN STATE CLASS 4B WAS BETTER
N SYNC WTH FEDERAL CLASS III, IT MOVED TO ADD A LEVEL THAT
WAS BELOW FEDERAL CLASS ||, CORRECT?

A YES, |F VWE WANTED TO LOOX AT THE SPECI FI C DATA, |'M
PRETTY SURE THAT MR HOLLON | NTRODUCED A W DE RANGE OF
COVPARI SON BETWEEN THE CLASS 4B AND THE CLASS |11, AND | DON T
HAVE THE SPECI FI C AVERACGES I N FRONT OF ME.

Q BUT THE STATE CLASS 4B PRI CE | NCLUDES MATHENMATI CAL
COVPONENTS?

A YES.

Q A REFERENCE PRI CE FOR THE COMWODI TY YOU ARE LOCKI NG TG,
CORRECT?

A YES

Q AN ALLOMNCE FOR THE PROCESSOR TO CONVERT RAWM LK TO
THAT PRODUCT, CORRECT?

A RIGHT.

Q AND A MARKET ADJUSTMENT TO ADJUST FOR THE VALUE OF THAT
PRODUCT | N CALI FORNI A VERSUS | NDUSTRY MARKETS WHERE A LOT OF I T
IS MARKETED, CORRECT?

A, THEY JUST HAVE THE FORMULA AS CONSTRUCTED, YES.

Q AND THAT HAS BEEN CONSTRUCTED W THI N THE CDFA PROCESS
I N RESPONSE TO THE LEQ SLATI VE DI RECTI VE THAT YOU REFERRED TO
N THE BOTTOM OF PAGE 3, "A REASONABLE AND SOUND ECONOM C
RELATI ONSH P W TH THE NATI ONAL VALUE OF MANUFACTURED M LK
PRODUCTS, " CORRECT?
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MR VLAHOS: EXCUSE ME, YOUR HONOR. MAY | HAVE THE
QUESTI ON REPEATED, YOUR HONOR? BECAUSE | TH NK THE QUESTI ON
MAY BE DI RECTED TO THE W TNESS TO TRY TO SPECULATE WHAT WAS I N
THE SECRETARY'S M ND, SO | WOULD LI KE THE QUESTI ON REPEATED,
PLEASE.

JUDGE CLIFTON:  ALL RIGHT. MR VLAHOS | F YOU WOULD REMAI N
NEAR THE M CROPHONE. NO, | DON T MEAN RIGHT TH 'S M NUTE, |
MEAN, DON T GO BACK TO YOUR CHAI R
BY MR VETNE:

Q OKAY. IT S YOUR UNDERSTANDING IS IT NOI, THAT THE
LOCATI ON VALUE SUBTRACTED, BUILT I NTO THE CALI FORNI A HI STORI CAL
CLASS 4B PRI CE --

A 1"M SORRY, WHEN YQU SAY LOCATI ON VALUE, ARE YQU
REFERRI NG TO THE FOB ADJUSTER?

Q THE MARKET ADJUSTMENT, YES.

A | DONT THINK IT'S REFERRED TO AS A LOCATI ON.

Q OKAY. THAT -- |'LL USE YOUR TERM IT IS A PART OF THE
FORMULA THAT IS SUBTRACTED TO ACCOUNT FOR VALUE OF M LK | MPACT
N CALI FORNI A, CORRECT?

A, THE FOB ADJUSTER IS PART OF THE FORMULA, BUT |'M NOT
REALLY SURE WHAT -- |I'M NOT SURE | CAN AGREE W TH HOW YOU ARE
STATING I'T.

Q OKAY. DESCRIBE TO ME THE FUNCTI ONS OF THE FOB ADJUSTER
IN THE CALI FORNIA M LK PRI CI NG SYSTEM?

A | DON T HAVE THE OFFI CI AL CDFA DEFI NI TION I N FRONT COF
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ME, BUT TYPI CALLY IT | S DEVELOPED THROUGH THE -- | T IS ADJUSTED
THROUGH THE HEARI NG PROCESS WHEN | N THE | NDUSTRY PARTI Cl PANTS
CAN LOCK AT THE DI FFERENCE BETWEEN THE CME PRI CES AND PRI CES
FOR DAl RY PRODUCTS SOLD I'N CALI FORNI A
MR VLAHOS: EXCUSE ME, MR VETNE.
YOUR HONOR, MAY | SIT DOMW? BECAUSE THE QUESTI ON THAT
MR. VETNE ASKED AFTER | MADE My OBJECTI ON, WAS SOVEWHAT
DI FFERENT THAN THE ONE | OBJECTED TO. SO | CAN SIT DOAN NOWP
JUDGE CLI FTON:  YQU MAY, THANK YQU.
MR VLAHOS: THANK YOU, YOUR HONCR
BY MR VETNE:
Q AND DI D YOQU SERVE ON HEARI NG PANELS WHERE THAT
ADJUSTMENT WAS CONSI DERED?
A. | CAN T RECALL SPECI FI CALLY. PERHAPS. | WOULD HAVE TO
GO LOOK BACK.
Q AND THERE |'S SUCH AN ADJUSTMENT IN THE THE CALCULATI ON
OF -- THERE IS, AND HAS BEEN, SUCH AN ADJUSTMENT | N THE
CALCULATI ONS OF M NI MUM CALI FORNI A REGULATED PRI CES FOR CHEESE,
AS VELL AS BUTTER, AS WELL AS FOR NONFAT DRY M LK, CORRECT?
A, NOT FOR THE NONFAT DRY M LK
PARDON?
THERE' S NOT FOR NONFAT DRY M LK
FOR BUTTER AND CHEESE, CORRECT?

> O > O

YES.
JUDGE CLI FTON:  AND WHAT ARE THE CMVE PRICES, |F YOU WLL
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REM ND ME?

M5. ACMOODY: THE CME STANDS FOR CHI CAGO MERCANTI LE
EXCHANGE.
BY MR VETNE:

Q SO LET ME TAX MY MEMCRY. |IN THE PAST, | N STRUCTURI NG
THE FORMULA FOR THE REGULATED PRI CE IN CALI FORNIA OR M LK USED
TO PRODUCE CHEESE, CALI FORNI A HAS LOOKED TO THE VALUE OF
MANUFACTURED PRODUCTS AS REFLECTED IN THE CMVE PRI CE, CORRECT?

A.  THE CME PRI CES ARE WHAT | S USED TO CALCULATE THE
CLASS 4B PRI CE I N CALI FORNI A.

Q SO THE ANSWER | S YES, CALI FORNI A HAS LOOKED TO THAT AS
A REFLECTI ON OF THE MARKET VALUE THE MANUFACTURED PRODUCT?

A VELL, IT DOESN T REALLY LOOX TO IT, IT ACTUALLY USES
IT.

Q I T ACTUALLY USES I T, OKAY.

A, SAME DI FFERENCE.

Q OKAY. | DIDN T INTEND THERE TO BE THE DI FFERENCE | N
ACTUAL USE OF M LK. AND APPLI ED AN ADJUSTER, IS THAT CH CAGO
PRI CE?

A, THE FOB ADJUSTER IS WHAT | REFERRED TO EARLI ER,
CORRECT.

Q HAS THAT ADJUSTER BEEN MODI FI ED DURI NG THE TI ME THAT
YOU HAVE BEEN WORKI NG AS AN ECONOM ST, EI THER FOR CDFA OR FCR
YOUR ORGANI ZATI ON?

A | WOULD HAVE TO GO BACK FOR THE SPECI FICS. | BELIEVE
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IT HAS, BUT | COULDN T RECALL THE SPECI FI C NUMBERS OR DETAI LS.
I WOULD HAVE TO GO BACK AND LOCK AT THE RECORD.

Q PERHAPS | M SHEARD. | RECALL HEARI NG I N RESPONSE TO A
QUESTI ON PUT TO YQU BY CH P ENGLI SH, THAT YOUR USE OF THE TERM
NATI ONAL VALUE OF MANUFACTURED M LK PRI CES, IN YOUR M ND,
REFERRED TO THE CLASS |11, FEDERAL CLASS Il PRI CE

A VELL, THEY ARE THE REGULATED CLASS PRI CES, NOT JUST
CLASS I11.

Q REGUATED PRICE. THERE IS, I N FACT, NO REGULATED PRI CE
FOR MANUFACTURED M LK PRODUCTS, | S THERE?

A I"MNOT SURE | CGET YOUR QUESTI ON.

Q PRODUCT IS CHEESE, PRODUCT IS BUTTER, PRCDUCT | S NONFAT
DRY M LK, PRODUCT IS YOGURT. THERE IS NO REGULATED PRI CE FOR

THE PRODUCT?
A.  FOR THE COWODI Tl ES THEMSELVES?
Q YES.
A THAT |'S CORRECT.

Q THAT IS CORRECT. SO WHAT YOUR | NTENTI ON WAS TO REFER
TO I N YOUR ANSVER TO M LK USED TO PRODUCE THOSE PRODUCTS.

A, RIGHT. TO THE REGULATED CLASS PRI CES, YES.

Q ARE YOQU FAM LI AR WTH THE ECONOM C CONCEPT OF SUPPLY
AND DENMAND?

A. | HAVE HEARD OF IT.

Q AND IN A BROAD SENSE, LAWS OF SUPPLY AND DEMAND | S
SOMVETH NG THAT CDFA HAS ATTEMPTED TO APPLY TO I TS M LK PRI CI NG
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SCHEME?

A, THAT |'S SOVETH NG THAT THEY LOOK AT WHEN PROVI DI NG
RECOVMVENDATI ONS TO THE SECRETARY.

Q AND THAT, IN FACT, WAS WHAT DROVE THE DECI SI ON TO
REDUCE CLASS || PRICES IN YOUR DI ALOGUE WTH MR ENGLI SH,
CORRECT?

A, THAT WAS PART OF THE | SSUE THAT | THI NK MR ENGLI SH
MENTI ONED | N THE 2008 DECI S| ON THAT | WOULD HAVE TO GO BACK AND
LOOK AT THE PANEL REPORT TO SEE ALL THE SPECI FICS, BUT | TH NK
THAT' S WHAT MR ENGLI SH MENTI ONED WAS PART OF IT, SO I'LL TRUST
THAT HE DIDN T JUST MAKE I T UP.

Q OKAY. [|N YOUR TESTI MONY, AND CORRECT ME | F |' M READI NG
| T WRONG, YOU REFER TO HI STORY OF CALI FORNI A 4B REGULATI ON AND
WHEY, TRACKI NG THE FEDERAL CLASS |11 PRI CE IN VAR QUS PLACES,
AND YOU AND | HAVE DI SCUSSED MOVING I N SYNC W TH BOTH, PERHAPS
NOT EQUAL TO, CORRECT?

A TRACKING |'M NOT REAL SURE WHAT YOU ARE REFERRI NG TO
IN THE I N SYNC THERE.

Q PRIOR TO 2005, MOVING UP AND DOWN AT ABOUT THE SAMVE
TIME, ABOUT THE SAVE AMOUNT AS THE FEDERAL SYSTEM MOVING I N
SYNC?

A, PRICES IN THE CALI FORNIA -- THE CALI FORNI A CLASS 4B
PRI CE USED TO TRACK A LI TTLE CLOSER TO THE FEDERAL ORDER
CLASS |11, PRIOR TO THE CHANGE MADE BY CDFA I N 2007.

Q 2007. OKAY. THAT'S THE YEAR VE SHOULD LOXK TO
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OKAY. JUST SO | UNDERSTAND. TRACK MEANI NG MOVE UP AND
DOMN AT ABOUT THE SAME RATE, ABQUT THE SAME TI ME?
THAT' S PRETTY RELATIVE. AND THAT MOVE ALONG CLOSELY.
OKAY. AND THAT CHANGED I N 20077

> O >

N 2007, THE RELATI ONSH P WAS CHANGED DRAMATI CALLY.

Q OKAY. AND IN THE NEXT TO THE LAST PARAGRAPH | N YOUR
STATEMENT, YQU | NTRODUCE FOR THE FIRST TIME, | TH NK, I N YOUR
STATEMENT -- CORRECT ME I F |'" M VWRONG -- CONCEPT NOT OF TRACKI NG
OR SYNCI NG W TH THE FEDERAL SYSTEM PRI CE, BUT EQUALI NG THE
FEDERAL SYSTEM PRI CE.

AM | CORRECT I N My READI NG THAT'S THE FI RST TI ME?

A, WHERE ARE YOU REFERRI NG TO?

Q "THE CLASS PRI CE DI FFERENCES, " SECOND TO THE LAST
PARAGRAPH | N YOUR TESTI MONY.  LAST PAGE.

A I'"MSORRY, | DON'T SEE WHERE. THE SECOND TO THE LAST
PARAGRAPH | N THE TESTI MONY?

Q BEGNS WTH THE WORDS "THE CLASS PRI CE DI FFERENCES" ?

A YES, | SEE THAT.

Q THAT'S -- THAT'S THE FI RST PLACE IN YOUR TESTI MONY
VHERE YOU | NCORPORATE A CONCEPT NOT MERELY MOVING I N SYNC W TH,
BUT EQUALI NG THE NUMBER. AM | CORRECT?

MR VLAHOS: OBJECTION, | WOULD LIKE MR VETNE --

JUDGE CLI FTON:  NAME, PLEASE?

MR VLAHOS: EXCUSE ME, YOUR HONOR | WOULD LI KE MR VETNE
TO SPECI FY THE LANGUAGE THAT | NTRODUCES A CONCEPT.
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JUDGE CLIFTON: MR VETNE, | DON' T SEE THE WORD EQUAL. YQU
MAY NEED TO ASK YOUR QUESTI ON DI FFERENTLY, | DON T KNOW
MR VETNE: OKAY. |'LL BE HAPPY TO ASK MY QUESTI ON
DI FFERENTLY. THE | MPORTANCE | S WHETHER THE W TNESS UNDERSTANDS
I T, NOT WHETHER COUNSEL DCES.
JUDGE CLIFTON:  OH | THINK WE ALL NEED TO UNDERSTAND WHAT
YOU ARE ASKI NG AND WHAT THE W TNESS IS SAYI NG I N RESPONSE.
BY MR VETNE:
Q IN THE NEXT TO THE LAST PARAGRAPH YOU ARE TALKI NG ABOUT
CLASS PRI CE DI FFERENCES, CORRECT?
A, THAT'S HOW THE FI RST SENTENCE STARTS, YES. "CLASS
PRI CE DI FFERENCE PLACE THE CALIFORNIA " SO ON, SO FORTH, YEAH.
Q AND AT THI'S PO NT, YOU ARE TALKI NG ABQUT THE LEVEL OF
THE RESULTING CLASS Il PRICE I N CALI FORNI A, VERSUS THE LEVEL
OF THE RESULTI NG CLASS 4B, |I'M SORRY, THE LEVEL OF THE FEDERAL
CLASS I'I'l PRICE, VERSUS THE LEVEL OF THE STATE CLASS 4B PRI CE,
CORRECT?
YOU ARE TALKI NG ABQUT CLASS PRI CE DI FFERENCES. | S THAT
A CORRECT DESCRI PTI ON OF WHAT YOU ARE REFERRI NG TO AT TH' S
PO NT I N YOUR TESTI MONY?
A, THE CLASS PRI CE DI FFERENCE, YEAH. | TH NK THAT
SENTENCE SAYS, "THE CLASS PRI CE DI FFERENCE PLACES THE
CALI FORNI A DAI RY OPERATIONS IN A MJCH LESS COWPETI TI VE PGCsI Tl ON
THAN THEI R COUNTERPARTS, WHOSE M LK ARE PRI CED BY FMMO
REGULATIONS. " THE CLASS PRI CE DI FFERENCE | S WHAT WE' RE LOCKI NG
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AT.

Q CORRECT. PREVIQUSLY IN YOUR TESTIMONY -- | DON T KNOW
IF MR VLAHOS NEEDS TO STAND NEXT TO ME THROUGHOUT MY
CROSS- EXAM NATI ON° ANYMORE.

JUDGE CLIFTON: |'LL TELL YOU WHAT, LET'S TAKE 15 M NUTES.
PLEASE BE BACK AND READY TO GO AT 10: 33.
(WHEREUPON, A BREAK WAS TAKEN.)
JUDGE CLI FTON: WE ARE BACK ON RECORD AT 10: 34.
MR VETNE, YQU MAY COVE BACK TO THE PCDI UM
BY MR VETNE:

Q M5 ACMOODY, WE WERE TALKI NG ABQUT USE OF THE TERM
CLASS PRI CE DI FFERENCES I N THE NEXT TO THE LAST PARAGRAPH OF
YOUR STATEMENT. CORRECT?

A YES, CLASS PRI CE DI FFERENCE. YEAH.

Q OKAY. |'VE BEEN THI NKI NG ABOUT My QUESTION, | WANT TO
START FROM SCRATCH HERE A LITTLE BIT.

AS | UNDERSTAND YOUR TESTIMONY, |T IS ESSENTI ALLY THAT
THI NGS IN CALI FORNI A BECAME I N A BIT OF DI SARRAY STARTI NG
PARTI CULARLY | N 2007, WHEN THE CALI FORNI A CLASS 4B PRI CE DI D
NOT TRACK OR MOVE IN SYNC CLOSELY W TH THE FEDERAL CLASS I
PRI CE, | S THAT CORRECT?

A, COULD YOU REPEAT THAT, PLEASE?

Q OKAY. TRYING TO UNDERSTAND YOUR TESTI MONY.  YOUR
TESTIMONY |'S THAT THI NGS | N CALI FORNI A, OR CALI FORNI A DAl RYMEN,
BECAME IN A BIT OF DI SARRAY STARTI NG | N ABOUT 2007, WHEN THE
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CALI FORNI A CLASS 4B PRI CE DI D NOT TRACK OR MOVE I N SYNC W TH
THE FEDERAL CLASS |11 PRI CE?

A. | TH NK THE DAl RY PRODUCERS' COWMUNI TY FRUSTRATI ON
STARTED AROUND THAT TI ME WHEN THE PRI CES STARTED TO MOVE
FURTHER APART.

Q OKAY. AND YOUR PROPOSED SOLUTI ON TO THE PROBLEM THAT
YOU JUST | DENTI FI ED IN 2015, |'S NOT TO HAVE THE PRI CES MOVE I N
SYNC LI KE THEY DI D BEFORE, BUT TO MAKE THEM THE SAVE, CORRECT?

A. |F | UNDERSTAND CORRECTLY, | BELIEVE THAT'S WHAT THE
COOPS PROPCSAL | S,

Q OKAY. NOW--

JUDGE CLIFTON: |'M SORRY, | DIDN T HEAR ALL YOUR QUESTI ON,
AND | DIDN T HEAR YOUR ANSWER. | HATE TO HAVE YOU DO I T AGAI N,
BUT | F YOU WOULD.

MR VETNE: VYES, MA' AM
BY MR VETNE:

Q YOUR PROPOSED SOLUTI ON TO THE PROBLEM THAT YOU
| DENTI FI ED AS OCCURRI NG SI NCE 2007, |'S NOT TO RECREATE THE SYNC
THAT PREVI QUSLY APPLIED, BUT TO ADOPT THE SAME PRICE. THAT WAS
MY QUESTI ON. YOUR ANSVEER WAS?

A. MY ANSWER WAS THAT THE COOPS PROPOSAL SUGGESTS TO MAKE
ALL THE CLASS PRI CES EQUAL.

Q OKAY. CAN YOU DO TH'S AS AN ECONOM ST, PROVI DE A
SUPPLY AND DEMAND MARKETPLACE EXPLANATI ON FOR THE SAME
MANUFACTURI NG CLASS PRI CES | N CALI FORNI A, WHERE MOST OF THE
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PRODUCT | S MANUFACTURED A SUPPLY I N THE EAST? CAN YQU PROVI DE
A SUPPLY AND DEVAND EXPLANATI ON?

A, A SUPPLY AND DEMAND EXPLANATI ON TO WHAT?

Q FOR APPLYI NG THE SAME PRI CE I N CALI FORNI A AS ELSEWHERE,
RATHER THAN HAVE AN FOB ADJUSTER OR SOVE OTHER REFERENCE TO THE
VALUE OF M LK USED TO PRODUCE PRODUCTS | N CALI FORNI A?

A 1"M NOT REALLY SURE | UNDERSTAND HOW | CAN ANSWER THAT.
I MEAN, WHAT -- WE' RE ASKING FOR PRI CES THAT ARE EQUAL TO A
FEDERAL M LK CLASS PRI CE.

Q | UNDERSTAND THAT.

A OKAY.

Q CAN YQU CONNECT THAT REQUEST W TH RATI ONAL ECONOM C
ANALYSI S BASED ON SUPPLY AND DENMAND?

A, THE FMMO CLASS PRI CES ARE USED COWODI TY PRI CES ACROSS
THE U. S., WH CH THOSE PRI CES ARE DETERM NED THROUGH WHAT
PROCESSOR S SELLI NG THEI R PRODUCTS FOR. | WOULD ASSUME THAT
PROCESSORS ARE SELLI NG AT A PRICE THAT THEY FIND | S AN
EQUI LI BRIUM | N THE MARKETPLACE, WHERE SUPPLY EQUALS DEMAND.

Q  YOUR ANSVWER WAS A SUPPLY AND DEMAND ANSWER BASED ON
NATI ONAL MARKET BEHAVIOR. AM | CORRECT?

A 1T 1S A NATI ONAL MARKET BEHAVI OR, AND CALIFORNIA IS
PART OF THE UNI TED STATES.

Q CAN YQU PROVI DED AN ANSVWER TO MY QUESTI ON BASED ON
SUPPLY AND DEMAND FOR M LK AND M LK PRODUCTS W THI N CALI FORNI A?

A, THE SAME ANSWER WOULD APPLY | F CALI FORNI A WAS PART CF
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THAT NATI ONAL SYSTEM

Q ARE YQU SAYI NG THAT CDFA HAS DONE I T WRONG FOR ABQUT 50
YEARS?

A | DON T WANT TO PLACE JUDGVENT ON CDFA.

JUDGE CLI FTON:  YOU DON T HAVE TO ANSVWER THAT QUESTI ON,
THAT DCESN' T FOLLON GO AHEAD AND ASK A DI FFERENT QUESTI QN,
MR VETNE.

BY MR VETNE:

Q CDFA HAS, AS LONG AS THERE HAVE BEEN PRI CES, 4B, 4A
PRI CES OFF OF COWODI TY, THERE'S ALWAYS APPLI ED AN FOB ADJUSTER
OR A DI FFERENT PRI CE TO THE VALUE OF M LK PRODUCED I N
CALI FORNI A TO MAKE PRODUCTS MANUFACTURED I'N CALI FORN A,
CORRECT?

A. | DO NOT KNOWWHEN THE FOB ADJUSTER WAS | NTRODUCED | N
THE CALI FORNI A COST PRI CE FORMULAS.

Q IS IT YOUR TESTI MONY AS AN ECONOM ST THAT THE FOB
ADJUSTER | S ECONOM CALLY | RRATI ONAL AND WRONG?

A | DONT TH NK I HAVE MADE THAT STATEMENT.

Q BUT YOU WOULD -- WOULD YOU ADCPT COR REJECT THAT
STATEMENT WHETHER YOU MADE I T OR NOT?

A CAN YOU REPEAT I T?

Q WOULD YOU ADOPT THE STATEMENT THAT APPLYI NG AN FOB
ADJUSTER FOR THE PRICE OF M LK USED TO PRCDUCE MANUFACTURED
PRODUCT | S ECONOM CALLY | RRATI ONAL OR WRONG? WOULD YOU ADOPT
THAT?
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A | DON' T REALLY WANT TO SUPPCRT THAT STATEMENT.

THAT'S -- | DON' T REALLY KNOW HOW TO ANSWER THAT, |'M SORRY.

Q OKAY. [|'M G NG TO GO TO A WVHOLE NEW TCPI C NOW

A SOUNDS GREAT.

Q IN THE NEXT TO THE LAST PAGE OF YOUR TESTI MONY, THE
SECOND FULL PARAGRAPH, YOU TALK ABQUT A HEARI NG ON JUNE 3,
2015.

A. | REALLY SHOULD HAVE NUMBERED THESE PAGES.

Q THE NEXT TO THE LAST PAGE?

A YEP.

Q | DONT TH NK THE RECORD SHONS MUCH ABOUT THE
CALI FORNI A HEARI NG PROCESS, SO | WANT TO ASK YQU ABOUT THAT.

I N CALI FORNI A, LI KE THE FEDERAL SYSTEM THE AGENCY,
CDFA I N THI S CASE, RECElI VES PROPCSALS, CORRECT?

A. | F INTERESTED PARTI ES WANT TO MAKE A CHANCGE TO THE
PRI CI NG SYSTEM I N CALI FORNI A, YQU CAN PETI TI ON CDFA OR THE
SECRETARY CAN CALL A HEARI NG ON THEI R OMN MOTI ON.

Q OKAY. AND IN RESPONSE TO THAT REQUEST, |IF THERE IS
ONE, RATHER THAN OMN MOTI ON, THE SECRETARY MAY DECI DE TO CALL A
HEARI NG, CORRECT?

A THAT IS CORRECT, THEY CAN GRANT OR DENY THE REQUEST.

Q ANDIF THE DECSION IS TO CALL A HEARING A NOTICE | S
| SSUED TO ALERT | NTERESTED PARTI ES, WE' RE GO NG TO DI SCUSS THI S
AT A PARTI CULAR TI ME AND PLACE, CORRECT?

A YES, THEY ALWAYS | SSUE A HEARI NG NOTI CE.
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Q AND THEN | NTERESTED PERSONS GATHER AT A PLACE TO
DI SCUSS THAT. BUT UNLI KE THE FEDERAL COURT OR PROCESS,
| NTERESTED PERSONS ARE NOT ALLONED TO ASK QUESTIONS; 1S THAT
CORRECT?

A, THAT IS CORRECT. ONLY THE CDFA PANEL CAN QUESTI ON THE
W TNESSES.

Q OKAY. SO THERE'S A HEARI NG PANEL -- LET ME SEE | F |
GOT TH' S CORRECT. PARTI ES WHO HAVE A PROPCSAL W LL APPEAR
BEFORE A PANEL AND PRESENT THEI R CASE AND ANSVER QUESTI ONS THAT
THE CDFA PANEL HAS ABOUT THEI R PROPOSAL, CORRECT?

A, THAT IS CORRECT, TO MY KNOW.EDCE.

Q AND THE PROCESS TAKES WHAT, A COUPLE DAYS? TWO, THREE
DAYS?

A. | CAN T SPEAK TO ANY, TO ALL OF THE CDFA HEARI NGS THAT
HAVE OCCURRED, BUT IN THE LAST FEW YEARS, THE ONES | HAVE
ATTENDED, BETWEEN ONE AND TWO DAYS SEEMs TO BE FAIRLY COMMON.

Q AND THE SAME WOULD BE TRUE FOR THE ONES THAT YOU WERE
AWARE OF WH LE YOU WERE EMPLOYED BY CDFA, CORRECT?

A YES.

Q OKAY. AND THEN FOLLON NG THAT ONE OR TWO- DAY PROCESS,
PARTI ES CAN SUBM T POST- HEARI NG BRI EFS, CORRECT?

A | F THEY ASK THE HEARI NG OFFI CER FOR THE OPPORTUNI TY TO
FILE A POST- HEARI NG BRI EF, THEN THE PANEL MAY GRANT THEM THAT
OPPORTUNI TY.

Q SO IN ORDER TO FI LE A POST-HEARI NG BRI EF, YOU MUST ASK
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LEAVE OF THE PANEL FIRST, CORRECT?

A, TECHNI CALLY, | BELIEVE SO

Q AND THEN WTH N WHAT, |'S THERE A STATUTCRY FI XED PERI OD
OF TIME THE SECRETARY MAKES A DECI S| ON?

A. | DO NOT KNOWIF THERE' S A STATUTORY SPECI FI C AUTHORI TY
ON THE LENGTH, BUT ON AVERAGE, THE LAST FEW YEARS | THI NK THEY
G VE BETVEEN FI VE AND TVELVE DAYS.

Q TO FILE BRI EFS?

A, TO FILE BRI EFS.

Q TO FILE BRIEFS. AFTER THAT, HOW LONG DCES | T TAKE
ORDI NARI LY TO MAKE A DECI SI ON, ABOUT A MONTH OR LESS?

A |F THERE' S GO NG TO BE A CHANGE, | T HAS TO BE
| MPLEMENTED W THI N 62 DAYS OF THE DATE OF THE HEARI NG

Q NOW YOU REFERRED TO -- YOU REFERRED TO WHAT HAPPENED
IN JUNE 2015 WHEN A TEMPORARY CHANGE, A CHANGE FOR WH CH YOUR
MEMBERS ARE GRATEFUL, CORRECT?

A YES.

Q OKAY.

A, WELL, MOST OF THEM | CAN T SPEAK FOR ALL OF THEM BUT
WE APPRECI ATED THE EFFORT ON --

Q ALL RIGHT. ARE YOU AWARE THAT THE AGRI CULTURAL
ADJUSTMENT ACT OF 1933, WHI CH WAS THE BASIS FOR, IN '35, FOR
WHY WE' RE HERE, WAS ENACTED AS AN EMERGENCY TEMPORARY CHANGE BY
U S. CONGRESS? THAT WAS TONGUE- | N- CHEEK.

MY QUESTI ON |'S, TEMPORARY THI NGS SOVETI MES LAST A LONG
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TI ME.

A OKAY.

Q CORRECT?

A VELL, ITIS --

JUDGE CLIFTON: |'M SORRY, LET ME STOP. LET'S BE A LITTLE
MORE | NCI SIVE, A LITTLE MORE SUCCINCT. LET'S MOVE IT A LITTLE
MORE QUI CKLY.

BY MR VETNE:

Q LIKE, WERE YOU HERE EARLI ER FOR SOME QUESTI ONS OF
MR. HOLLON REGARDI NG A TEMPORARY CHANGE THAT WAS MADE TO
SOUTHEAST CLASS | PRICES? DO YOU RECALL? WERE YOU HERE?

A | WAS HERE, BUT | DO NOT RECALL THAT SPECI FI C PART OF
THE DI SCUSSI ON.

Q AND ONE LAST QUESTION, THE CHANGE THAT WAS MADE I N
JUNE OF 2015, CAN BE EASILY AND FAIRLY QUI CKLY EXTENDED OR MADE
PERVANENT BY CDFA USI NG THE PROCESS YOU AND | HAVE DI SCUSSED,
CORRECT?

A | DONT THINK EASILY IS A GOOD CHO CE OF WORDS.

Q WHY WOULD YOU SAY NOT EASILY? WE TALKED ABOUT HEARI NG
NOTI CE, HEARI NG, 60 DAYS DECI SION. WHAT WOULD | MPEDE THAT? |F
YOU SAY I T I'S NOT EASY, WHAT |'S THE | MPEDI MENT?

A | THNK YOU ARE USI NG EASY AS | N A STRAI GHTFORWARD
PROCESS, AND I T |I'S FAIRLY STRAI GHTFORWARD, BUT | T DOES NOT MEAN
THAT THE SECRETARY WOULD AUTOMATI CALLY EXTEND A TEMPORARY PRI CE
INCREASE. | THINK SHE' S BEEN PRETTY CLEAR IN MAKI NG THI S
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TEMPCRARY | N HER LETTER TO THE | NDUSTRY.
Q OKAY. AND THE FI NAL SERI ES OF QUESTI ONS.
N THE SAMVE PAGE, PARAGRAPH BELOW THAT. "WESTERN
UNI TED DAl RYMEN HOSTED A PANEL N 2012 AND 2014 CONCERNI NG A
PCSSI BLE MOVE TO THE FEDERAL SYSTEM " | S THAT CORRECT?
A OH | SEE HERE. YES. WE -- YEAH, WVE DID HOST SOVE
PRESENTATI ONS.
Q OKAY. DID ANY OF THE PROPONENTS, COCPERATIVES OF THE
PROPOSAL NUMBER 1, MAKE PRESENTATIONS I'N 2012 AND/ OR 20147
THEY WERE PART OF THE PANEL.
PART OF THE PANEL THAT PRESENTED TO YOUR MEMBERSHI P?
THEY DI SCUSSED THE TOPI C AND ANSWERED QUESTI ONS.

AB AND SUMVARI ZE THE STATEMENTS I MPLICIT IN THE STUDY?

A
Q

A

Q AND IN 2014, DI D PROPONENT MEMBERS OF THE PANEL TALK
ouT

A. | DON T RECALL THE SPECI FI CS OF THE PRESENTATI ON. |
DON T TH NK SO, BUT | COULDN T SAY FOR CERTAI N.

Q DID THEY MAKE REPRESENTATI ONS TO THE PARTI Cl PANTS AT
THOSE PANELS ON WHAT WOULD BE THE | MPACT | F THE FEDERAL ORDER
WERE ADOPTED?

A |F THEY MADE -- |'M SORRY, COULD YOU REPEAT THE
QUESTI ON?

Q DID THEY MAKE REPRESENTATI ONS EXPLAI N NG WHAT THEY
BEL| EVED WOULD BE THE | MPACT ON DAl RY FARMERS | F A FEDERAL
ORDER V\ERE ADCPTED?

A, THOSE WERE MAI NLY EDUCATI ONAL PRESENTATI ONS. | BELIEVE
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THEY SPCKE TO DETAI LS OF WHAT FMMOS ARE LI KE, BUT AT THE TI Mg,
BEI NG THAT THERE WAS NO PROPCSAL THAT WAS, THAT HAD BEEN PUT
FORTH, | T WAS PROBABLY PRETTY HARD TO SPEAK TO THE SPECI FI C
| MPACTS, BUT | CAN T RECALL THE EXACT PRESENTATI ONS.
MR VETNE: THAT'S ALL | HAVE. THANK YQU.
JUDGE CLI FTON:  THANK YOU, MR VETNE.
VWHO WOULD NEXT QUESTI ON MS. ACMOODY?
CROSS- EXAM NATI ON

BY MR DEJONG

Q JAMES DEJONG H LMAR CHEESE COVPANY.

[ JUST WANTED TO PI GGYBACK ON SOVETH NG MR, VETNE HAD

ASKED ABOUT REGARDI NG FOB ADJUSTERS. | BELI EVE YOU CORRECTLY
STATED THAT THERE' S NO FOB ADJUSTER FOR NONFAT DRY M LK. COULD
YOU DESCRI BE TO ME WHAT NONFAT DRY MLK PRICE IS USED I N THE
4A AND 4B MODEL?

A 1T IS A CALI FORNI A- VEI GHTED AVERAGE PRI CE THAT IS
COLLECTED BY CDFA. I T IS THE PRICES OF NONFAT DRY M LK
REALI ZED BY PLANTS I N CALI FORNI A.

Q OKAY. WOULD YOQU DESCRI BE THAT PRI CE AS H GHER OR LOVER
THAN THE NONFAT DRY M LK PRI CE USED I N CLASS 47

A WTHOUT LOCKI NG AT THE DATA SET, | CAN T SPEAK TO THE
SPECI FI CS.

Q WHY DO YQU BELI EVE CDFA USES THE CALI FORNI A- WEI GHTED
AVERAGE PRI CE?

A | DON T REALLY WANT TO G VE AN OPINTON.  COULD YQU - -
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Q I N YOUR PROFESSI ONAL CAREER, YQU ARE AN ECONOM ST W TH
CDFA?

A YES

Q YOU PROBABLY HAVE SOVE KNOWLEDGE AS TO HOW THAT PRI CE
WAS USED, WHY THEY USED I T. DO YOU HAVE AN CPINION, I N YOUR
PROFESSI ONAL CAPACI TY, OF WHY THAT WAS DONE?

A THEY -- WHEN | STARTED AT CDFA, THEY WERE ALREADY USI NG
THAT DATA SET, SO I CAN T REALLY SPEAK TO HOW THAT CAME ABQUT.
THAT' S WHAT THEY WERE USI NG

Q SO YOU DON' T KNOW WHY THEY ARE USING IT OR HOWI T
REFERENCES VERSUS THE ADPSR PRI CE?

A | DON T WANT TO SPECULATE WHY THEY DECI DED TO PUT THAT
I'N.

Q BUT TO REITERATE, YOU DON' T KNOWIF IT'S H GHER OR
LONER, YOU HAVE NEVER DONE THAT TYPE OF ANALYSI S?

A WTHOUT LOCKI NG AT THE SPECI FI C DATA SET, | WOULD
RATHER NOT ANSWER OFF THE TCP OF MY HEAD.

Q OKAY. NO FURTHER QUESTI ONS.

JUDGE CLI FTON:  THANK YOU, MR DEJONG
VWHO NEXT WLL QUESTION Ms. ACMOCDY?
CROSS- EXAM NATI ON
BY MR R CHVOND:

Q BlILL RICHMOND, USDA.

THANK YQU, Ms. ACMOADY, FOR YOUR TESTI MONY. WE
APPRECI ATE I T. JUST A COUPLE OF CLAR FYI NG QUESTI ONS.
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DO YOU KNOW THE APPROXI MATE NUMBER OF MEMBERS OF
WESTERN UNI TED?

A, WVE REPRESENT APPROXI MATELY HALF OF THE DAIRIES IN
CALI FORNI A.

Q ANY | DEA ON THE NUMBER?

A IT S HARD TO COME UP WTH A SPECI FI C NUMBER, BECAUSE W\E
HAVE MEMBERS THAT HAVE MULTI PLE DAIRIES, SO Ve KIND OF GO FOR
ABOQUT HALF.

Q OKAY. ARE ALL THE MEMBERS LOCATED W THI N THE STATE OF
CALI FORNI A?

A YES.

Q OKAY. DO YOU HAVE ANY | DEA OF THE APPROXI MATE NUMBER
OF DAI RY MEMBERS THAT MAYBE CONSI DERED TO BE SMALL BUSI NESSES?

A THAT IS A THAT IS A VERY HARD QUESTI ON. WE DON T HAVE
STATS ON SI ZE OF THE HERDS FOR EACH MEMBER, BECAUSE THEY ALL
CGET THE SAME TREATMENT REGARDLESS OF WHETHER THEY ARE SMALL OR
LARGE, SO | DON T HAVE A SPECI FI C ANSVEER

Q OKAY. AND AS | UNDERSTAND, WESTERN UNI TED FULLY
SUPPORTS THE ENTI RE PROPOSAL AS SUBM TTED BY THE THREE COOPS,
CORRECT?

A, THAT IS CORRECT.

Q AND THAT | NCLUDES THI NGS LI KE THE MAI NTENANCE OF THE
QUOTA PROGRAM AS PROPCSED, AND SUPPORTS THE CONCEPT OF, WE HAVE
BEEN REFERRI NG TO AS THE | NCLUSI VE POOLI NG CONCEPT?

A YES
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OKAY. THAT' S ALL WE HAVE. APPRECIATE IT. THANK YQU.
A THANK YQU.
CROSS- EXAM NATI ON
BY M5. REED:
Q GOOD MORNING.  KRI STINE REED, SELECT M LK PRODUCERS.
I HAVE JUST A COUPLE OF QUESTIONS. FIRST, A FOLLOW UP
OF MR RICHVOND S QUESTI ON.
DO YOU HAVE AN | DEA OF THE PERCENTAGE OF YOUR
MEMBERSHI P THAT ALSO HAS DAI RI ES OUTSI DE OF CALI FORNI A?
A NO | DON T HAVE THAT | NFORVATI ON.
Q OKAY. ARE YOU AWARE THAT SOVE OF YOUR MEMBERSHI P DOES
HAVE DAl RI ES QUTSI DE OF THE STATE, THOUGH?
A, REPRESENT THE | NTEREST OF CALI FORNI A DAI RY PRODUCERS
ON THAT, AND NO, | WOULDN' T KNOW
Q OKAY. LET ME TAKE YOQU BACK TO SOVE QUESTI ONS THAT
MR. VETNE ASKED YOU, AND DRAW YCQUR ATTENTI ON TO PAGE 3 I N YOUR
VRI TTEN TESTI MONY, THE SECOND FULL PARAGRAPH.
YOU HAD A DI SCUSSI ON W TH MR VETNE ABOUT THE RECENT
ACTI ONS OF CDFA THAT BECAME EFFECTI VE TH S PAST SUMVER
CORRECT?
A YES | DD
Q OKAY. THAT MOST RECENT CHANGE TO THE WEI GH SCALE THAT
YOU DESCRI BED, | F THAT HAD BEEN A PERVANENT CHANGE AND NOT A
TEMPCRARY CHANGE, WOULD WUD STI LL BE SUPPORTI NG THE COOPERATI VE
PROPCSAL FOR AN FMMO I N CALI FORNI A?
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MR VLAHOS: OBJECTION, TH S W TNESS CANNOT ANSVER VHAT THE
BOARD OF DI RECTORS AT WUD WOULD DO BASED ON A HYPOTHETI CAL SET
OF FACTS.

JUDGE CLIFTON:  AND YOUR NAME?

MR VLAHOS: [|'M SORRY, JOHN VLAHCS.

MS. REED: |'M HAPPY TO ASK THE QUESTI ON SLI GHTLY
DI FFERENTLY AND SEE | F THAT SATI SFI ES MR VLAHCS.

BY M5. REED:

Q IS THE QUESTION THAT | JUST GAVE YQU, |S THAT SOMVETHI NG
THAT WAS DI SCUSSED BY YOUR BOARD?

A. NOT THE SPECI FI C HYPOTHESI S THAT YOU JUST GAVE.

Q OKAY. |IF THS -- TH' S RULE- MAKI NG HEARI NG DOES NOT
RESULT IN THE | MPLEMENTATI ON OF AN FMMO | N CALI FORNI A, | S THERE
ANYTHI NG THAT WOULD PREVENT WUD OR ANY OTHER CALI FORNI A
PRODUCERS FROM SEEKI NG AN ADJUSTMENT TO THE WHEY FACTOR IN
CALI FORNI A THROUGH CDFA?

A, SO YOU ARE SAYING WJID -- CAN YOU REPEAT THE QUESTI ON?

Q SURE. [IF TH' S PROCEEDI NG DOESN T RESULT I N A FEDERAL
ORDER | N CALI FORNI A, OKAY? | S THERE ANYTHI NG THAT PREVENTS YQU
OR A DI FFERENT PRODUCER GROUP FROM GO NG BACK TO CDFA TO SEEK
ADDI TI ONAL RELI EF THERE?

A 1"MNOT AWARE OF ANY CDFA STATUTE THAT WOULD PREVENT US
FROM DO NG THAT.

Q SIMLARLY, |IF UNDER THAT SAME HYPOTHETI CAL WHERE
THERE' S NO FEDERAL ORDER | MPLEMENTATI ON FOR A FEDERAL ORDER | N
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CALI FORNI A, COULD YQU SEEK LEG SLATI VE RELI EF | N CALI FORNI A?

A | DON' T TH NK THERE WOULD BE ANYTHI NG SPECI FI C
PREVENTI NG US FROM DO NG THAT.

Q DCES WESTERN UNI TED DAI RYMEN ROUTI NELY LOBBY | TS
LEG SLATURE ON DAIRY | SSUES | N CALI FORNI A?

A YES. THAT WAS TOO STRAI GHTFORWARD A QUESTI ON.

Q THANK YQU -- | TH NK  CKAY.

AND THEN ONE LAST QUESTION. |F I T WERE TO HAPPEN THAT
THE TEMPORARY ADJUSTMENT THAT WAS RECENTLY MADE | N CDFA WOULD
EXPI RE BEFORE WE CGET A FINAL DECI SION I N TH S PROCEEDI NG DO
YOU HAVE AN OPI NI ON ABOUT, OR VWHAT WOULD YQU ANTI Cl PATE THE
CALI FORNI A PRCDUCER REACTI ON TO BE?

A | DON T WANT TO SPECULATE ON THAT. | TH NK WE RE GO NG
TO HAVE TO CROSS THAT BRI DGE WHEN WE GET THERE, |F | T HAPPENS.
Q IS THAT SOMETHI NG THAT YOUR BOARD HAS CONSI DERED AT

TH'S PONT I'N TI ME?

A, THAT -- CAN YQU REPEAT I T? WHAT --

Q YES. IS THAT SOVETH NG | S THAT A PGSSI Bl LI TY,
SOVETH NG THAT YOUR BOARD HAS DI SCUSSED?

A WHAT IS A PGSSIBILITY, I'MSORRY? COULD YOU GO BACK
TO --

Q YEAH THAT TH S HEARI NG, THAT THE TEMPCORARY ADJUSTMENT,
THE WHEY PRI CI NG I N CALI FORNI A EXPI RES BEFORE WE GET A FI NAL
DECI SION I N TH S HEARI NG

A THAT IS A PCSSIBILITY THAT THE CDFA DECI SION W LL
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EXPl RE BEFORE THESE PROCEEDI NGS ARE DONE.
Q YEAH, SO MY QUESTION IS, |'S THAT SOVETHI NG YOUR BOARD
HAS DI SCUSSED ALREADY?
A. THAT IT IS A POSSIBILITY THAT I T WLL EXPIRE, YES, VE
TALKED ABOUT THAT.
Q OKAY. THANKS.
JUDGE CLIFTON: THE QUESTI ONS WERE ALL EXCELLENT, THE
ANSVERS ARE | MPOSSI BLE, ARE THEY NOT? AT TH' S STAGE?
M5. ACMOODY: YES. A LOT OF SPECULATI ON.
JUDGE CLIFTON: RIGHT. \HO ELSE WOULD LI KE TO ASK
MS. ACMOCDY QUESTIONS? |'S THERE ANYTHI NG YOU WOULD LI KE TO
ADD?
MR HILL: YOUR HONOR | THINK | WOULD LIKE TO ASK A
QUESTI O\,
JUDGE CLIFTON: |'M SORRY, MR HILL, GO AHEAD AND STATE
YOUR NAME.
CROSS- EXAM NATI ON
BY MR H LL:
Q BRIAN HILL.
MR. ENGLISH, IN H S OPENI NG STATEMENT, MENTI ONED THAT
HE BELI EVES THAT THE QUOTA SYSTEM MAY BE | LLEGAL.
JUDGE CLIFTON: | NEED A LITTLE MORE VOLUME ON HI'S M C,
PLEASE.
BY MR H LL:
Q THAT THERE WAS A TREE BARRI ER | SSUE W TH THE QUOTA

1163

BARKLEY

TRANSCRIPT OF PROCEEDINGS - VOLUME VI Court Reporters



© o0 ~N oo o b~ w DN P

NN NN R R R R R R R R R
g A W N P O © O N O O M W N B O

SYSTEM |F THAT IS TRUE, |'M NOT SAYING I T IS TRUE, BUT |I'M
ARGUING -- | F THAT |'S TRUE, WOULD YOUR MEMBERS -- WOULD YOUR
MEMBERS BE OKAY W TH A CHANGE | N THAT SYSTEM THAT QUOTA
SYSTEM AS PROPOSED BY THE COOPS OR WOULD THAT BE THE DEATH OF
TH S FEDERAL M LK MARKETI NG ORDER?
A.  THAT IS A PRETTY STRONG QUESTI ON,
MR VLAHOS: EXCUSE ME. EXCUSE ME. JOHN VLAHCS.

| DON'T EVEN KNOWIF I T |'S NECESSARY TO STATE A GROUNDS
FOR THE OBJECTI ON, BUT | OBJECT TO THAT QUESTI ON AS ASKI NG FOR
SPECULATI ON, ASKI NG FOR OPI NI ON THAT THI'S W TNESS |'S NOT ABLE
TO GIVE, AND | SUGGEST, | RESPECTFULLY REQUEST THAT THE
OBJECTI ON BE SUSTAI NED.

MR HILL: WELL, |I'M ASKI NG ABOUT HER MEMBERS THAT SHE' S
REPRESENTI NG.

MR VLAHOS: PARDON? | M SSED THAT. |'M SORRY, MR HILL,
| DIDN T CATCH YOU.

MR HILL: | WAS ASKI NG | F THE MEMBERS THAT SHE' S
REPRESENTI NG HERE, HOW THEY FEEL AS A GROUP. MAYBE SHE KNOWS,
MAYBE SHE DOESN T KNOW |' M NOT SURE, THAT'S WHY |' M ASKI NG THE
QUESTI O\,

MR ENGLISH CH P ENGLI SH.

| TH NK WE SHOULD RESOLVE TH'S EARLI ER RATHER THAN
LATER | THI NK THE QUESTION |'S ENTI RELY APPROPRI ATE BECAUSE
THE DEPARTMENT, OF COURSE, HAS TO LOOK AT ALL PROPCSALS. AND
AS YOUR HONOR NOTED LAST FRI DAY, WE' RE HAVI NG A W DE- OPEN
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PROCEEDI NG TO CONSI DER THE MOST DI RECT PGSSI BLE ORDER, AND |
THINK -- THE DEPARTMENT | SN T SAYING | DI D NOT HEAR THAT
QUESTI ON, THE DEPARTMENT | S AGREEING WTH ME, AND MAY HAVE
STATED IT A LITTLE DI FFERENTLY THAN | STATED I N MY OPENI NG
STATEMENT. BUT | TH NK WHAT THE DEPARTMENT |'S ASKING QUI TE
PROPERLY, IS, |F A CERTAIN LEGAL ARGUMENT TURNS OUT TO BE
CORRECT, WOULD YOUR MEMBERS SUPPORT A CHANGE, OR MEANI NG THAT
THEY DON T WANT A FEDERAL ORDER -- AS | HEARD THE QUESTI ON.
AND | THI NK THAT I'S AN ENTI RELY APPROPRI ATE QUESTI ON.

MR HLL:  THAT IS MY QUESTI ON.

MR VLAHOS: AND I THINK IT IS AN ENTI RELY | NAPPROPRI ATE
QUESTI ON BECAUSE SHE CANNOT SPEAK FOR WHAT HER MEMBERS MNAY
THINK I N TH S HYPOTHETI CAL S| TUATI ON.

MR BESHORE: [|F I MAY JUST JON MR VLAHOS COWMMENT - -
OBJECTION. THE DI FFI CULTY | HAVE WTH IT | S THAT -- THAT
WE' RE, THE ANSWER WOULD | MPLY SOVE PRECI SI ON ABOUT WHAT WOULD
SPECULATI VELY BE ON THE TABLE. WE DON T HAVE, | MEAN, |
UNDERSTAND MR, HILL'S, YOU KNOW | NTEREST IN THE | NQUI RY, BUT
W THOUT HAVI NG SOMVETHI NG PRECI SE TO SPECULATE ABOUT, THE ANSWER
CAN' T EVEN BE GOOD SPECULATI ON.

JUDGE CLI FTON:  THE THI NG | HAVE LOVED ABOUT THI S,

M5. ACMOODY, 1S, FOR SOME REASON YOU HAVE DRAWN ALL THESE
EXTREMELY | MPORTANT QUESTI ONS TO WHI CH THERE ARE NO ANSWERS.
YOU KNOW SO THS IS GOOD.  TH S FOCUSES OUR ATTENTI ON.

MR HLL?
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MR HLL: | WLL PO NT QUT THAT |I'"M NOT' ASKI NG FOR ANY
SPECI FI C PROPCSAL, |'MJUST ASKING IF IT'S EITHER TH S OR
NOTHI NG ELSE.

JUDGE CLIFTON:  AND I'M NOT' GO NG TO PERM T YOU TO ANSVER,
BECAUSE YOU HAVE NO | DEA HOW YOUR MEMBERS ARE GO NG TO VOTE,
BUT | REALLY APPRECI ATE THE QUESTION, AND IT IS REALLY
| MPORTANT TO THOSE DRAFTI NG A RECOMVENDATI ON TO THE SECRETARY,
TO HAVE ALL OF THE | NFORVATI ON THEY CAN HAVE ON WHETHER THERE
'S SOME SORT OF RESTRAINT OF TRADE OR OTHER | MPEDI MENT TO
MAI NTAI NI NG THE QUOTA SYSTEM TO NMAI NTAI NI NG THE EXEMPT QUOTA,
ALL OF THAT, THAT IS EXTREMELY | MPORTANT TO COVER.  BUT | DON T
THINK M5, ACMOCDY HAS TO DO | T BY HERSELF.

MR HLL: FAIR ENOUGH, YOUR HONCR

JUDGE CLI FTON: SO YOUR OBJECTI ON |'S SUSTAI NED.

MR VLAHOS: THANK YOU, YOUR HONCR

JUDGE CLI FTON:  YQU RE VELCOMVE.

YES, THESE QUESTI ONS THAT YOU HAVE BEEN ASKED, ARE A
GOOD PLACE TO LOOK | N THE TRANSCRI PT FOR THESE WEI GHTY | SSUES.
NOW |'S THERE ANYTHI NG YOU WOULD LI KE TO ADD?

M5. ACMOODY: NO, THANK YOQU.

JUDGE CLI FTON:  YOU RE WELCOVE. YOU NAY STEP DOWN.

MR BESHORE: MARVIN BESHORE. AT TH S TIME WE CALL AS OUR
NEXT W TNESS, GEORGE MERTENS. WE DO HAVE A WRI TTEN STATEMENT
MR MERTENS | S GO NG TO READ, AND I T WLL BE DI STRIBUTED -- I N
THE PROCESS COF BEING DI STRIBUTED. WOULD THIS BE EXH BI T 26,
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YOUR HONOR?

JUDGE CLIFTON: I T WLL. AND DOES Ms. FRI SIUS HAVE THREE?

M5. FRISIUS: | DO

JUDGE CLIFTON: GOCD. AND DOES EVERYONE ELSE WHO WANTS A
COPY -- OH, THEY ARE STILL BEING DI STRIBUTED. LET'S WAI'T JUST
A M NUTE WH LE THOSE ARE DI STRI BUTED.

MR BESHORE: | WOULD JUST NOTE THAT EXH BI T 26 HAD BEEN
PRE- MARKED, | T'S ALSO I DENTIFIED IN THE LOAER RI GHT, THE FI RST
PAGE AS COCPERATI VE EXH BI T 2 AND CONSI STS OF 6 PAGES, AND WE
VERE SUCCESSFUL | N NUMBERI NG THEM

JUDGE CLI FTON: PLEASE RAI SE YOUR HAND | F YOU WANT A COPY
AND DON' T HAVE ONE YET.

AND NOW PLEASE RAI SE YOUR HAND AND | F YOU WANT A COPY
AND DON' T HAVE ONE YET.

MR MERTENS, | WLL SWEAR YOQU IN I N A SEATED PGSI TI ON.
RAI' SE YOUR RI GHT HAND, PLEASE.

DO YOQU SOLEM\LY SVEAR OR AFFI RM UNDER PENALTY OF
PERJURY, THAT THE EVI DENCE YOU W LL PRESENT W LL BE THE TRUTH?

MR MERTENS: | DO

JUDGE CLI FTON:  THANK YOU. PLEASE STATE AND SPELL YOUR
NAME.

MR MERTENS: GEORGE, GE-OR GE MRTENS, ME-R-T-E-NS.

JUDGE CLI FTON:  THANK YOU. AND DO YOQU HAVE | N FRONT OF YQU
A COPY OF THS EXH BIT 26?

MR MERTENS: YES.
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JUDGE CLIFTON: | KNOWYOURS | SN' T MARKED, BUT WE HAVE HAD
A CHANCE TO MARK QURS. |IT WLL BE KNOWN AS EXH BI T 26.
( THEREAFTER, EXH BIT 26 WAS MARKED
FOR | DENTI FI CATI ON.)
JUDGE CLI FTON: MR BESHORE, YOU MAY PROCEED.
DI RECT EXAM NATI ON
BY MR BESHORE:

Q THANK YOU. MR MERTENS, WOULD YQU PROCEED TO READ FROM
YOUR STATEMENT, VWHI CH IS MARKED IN EXHI BI T 26, BEG NNI NG W TH
THE TEXT ON PAGE 27

A OKAY.

GOOD DAY, JUDGE CLI FTON.
JUDGE CLI FTON: GOCD DAY
MR MERTENS: My NAME | S GECRCE MERTENS. M ADDRESS | S
1100 BONNEAU ROAD, SONOVA, CALIFORNI A, 95476. | APPRECI ATE THE
OPPORTUNI TY TO TESTI FY AT TH' S HEARING AND THANK THE UNI TED
STATES DEPARTMENT OF AGRI CULTURE, AND THE UNI TED STATES
DEPARTMVENT OF DAI RY PROGRAM DI VI SI ON FOR CALLING OF TH S
HEARI NG AT THE REQUEST OF THE OVERWHELM NG MAJORI TY OF DAI RY
FARMER FAM LI ES I N CALI FORNI A.
| AM A DAIRY PRODUCER |, AND WY WFE, AND TWO OF WY
FI VE SONS, OPERATE MERTENS DAIRY IN SONOVA. OUR FARM HAS BEEN
OPERATI ONAL FOR 50 YEARS. OUR HERD HAS 900 M LKI NG COA5 AND
HEI FERS, AND M LK FROM OUR FARM SERVES MARKET | N THE NORTH BAY
AREA OF CALI FORNI A EVERYDAY.
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VWE ARE MEMBERS OF THE DAl RY FARMERS OF AMERI CA, I NC.,
(DFA). DFA MANAGES | TS DAY- TO- DAY OPERATI ONS I N SEVEN
MULTI - STATE GEOGRAPHI CAL UNI TS, AND OQUR FARM | S PART OF THE
WESTERN AREA COVPOSED OF APPROXI MATELY 300 MEMBERS, W TH
I NVESTMENT | N SI X PLANTS | N CALI FORNI A AND NEVADA.

| HAVE BEEN PERSONALLY ACTI VE IN MY LOCAL DAI RY
COOPERATI VE, AS WELL AS OTHER AGRI CULTURAL GROUPS, MY ENTI RE
LIFE. | HAVE BEEN | NVOLVED AS A PARTI Cl PANT | N THE LEADERSH P
N FARM ORGANI ZATI ONS, TRADE ORGANI ZATI ONS, AND GOVERNMENTAL
COWM SSIONS.  IN ADDITION, | HAVE SERVED ON SEVERAL CURRENT AND
ONGO NG CALI FORNI A REGULATORY ADVI SCRY GROUPS AS A DAI RY FARMVER
PARTI CI PANT.

Q LET ME INTERRUPT YOU AT THAT PO NT, MR MERTENS. NOW
YOU HAVEN T ENUMERATED YOUR MANY | NDUSTRY | NVOLVEMENTS | N THE
TEXT HERE, BUT | WOULD LI KE EVERYONE TO KNOW AND THE RECORD TO
REFLECT, SOVE OF THE CAPACI TIES IN WH CH YOU HAVE SERVED THE
I NDUSTRY OVER THE YEARS. SO COULD YQU JUST GO BACK AND PERHAPS
STARTING IN THE PERI CD OF TI ME WHEN YOUR, YOQU KNOW I N THE SAY
1980' S, AND RELATE SOVE OF THE POSI TI ONS AND ORGANI ZATI ONS AND
BOARDS THAT YQU HAVE REPRESENTED THE | NDUSTRY?

A VELL, ONE OF THE FIRST BOARDS IN THE ' 70" S THAT |
REPRESENTED, | WAS | NVOLVED W TH ASSCOCI ATED DAI RYMEN COF LCDI.
T WAS THE FORERUNNER TO THE NEGOTI ATI ONS TO FORM WESTERN
UNI TED IN THE EARLY, IN THE M D-70"S, WH CH WAS FI NALLY
CULM NATED I'N THE -- VELL, IT WAS THE EARLY ' 80" S WHEN WESTERN
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UNI TED WAS FI NALLY FORMED W TH TWO OTHER ORGANI ZATI ONS, ONE WAS
CONSCLI DATED M LK PRODUCERS OF CALI FORNI A, AND THE OTHER ONE
WAS VEESTERN.

Q WHAT CAPACITY DI D YOU SERVE ASSCCI ATED DAl RYMEN?

A INTHE TIME WE HAD TERM LIM TS, AND I N THE SI X YEARS,
THE LAST TWO YEARS, | WAS CHAI RVAN OF THE BOARD ON THAT, OF
THAT ORGANI ZATI ON. THEN AFTER THAT, | WAS THE SONOVA COUNTY
FARM BUREAU PRESI DENT FOR THREE YEARS. AFTER THAT, IN ANY
SIGNIFI CANCE, LET'S SEE, IN 1986 | WAS APPO NTED BY SECRETARY
OF AGRI CULTURE RI CHARD LANE.

Q THAT' S U. S. SECRETARY OF AGRI CULTURE?

A U S, SECRETARY OF AGRI CULTURE, RICHARD LANE, TO A
COW SSION ON DAIRY POLI CY, THAT RAN FOR, LET'S SEE, WE GAVE
THAT REPORT | N 1989.

BETWEEN 1983 AND 1991 | WAS A PLANNI NG COW SSI ONER FCR
THE COUNTY OF SONOVA, AND DEALT WTH AGRI CULTURE -- | WAS THEIR
AGRI CULTURAL REPRESENTATI VE THERE.

VHAT HAPPENED AFTER THAT? OH, AFTER THAT, | HAD, | WAS
A LITTLE, TOOK A LITTLE BREATHER AND I T WAS IN 1993 | HELPED
FORM CALI FORNI A DAI RY CAMPAI GN W TH A COQUPLE OF OTHER DAI RYMEN
FROM THE CENTRAL VALLEY DOWN HERE.

N 2001 | WAS ELECTED TO THE COUNCI L OF DAl RY FARMERS

OF AMERICA. AND I N 2008 | WAS ELECTED CHAI RMAN, WH CH | SERVED
UNTIL NON AND AS CHAI RVAN, | ALSO SERVED ON THE NATI ONAL M LK
PRODUCERS FEDERATI ON, AT NATI ONAL M LK, WHI CH IS A NATI ONAL
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ORGANI ZATI ON.

Q  OKAY. WHAT -- VELL, IT IS IN YOUR TEXT, | WON T ASK
THAT AS YOU GO ON. THANK YOQU FOR, FOR THAT SERVI CE AND FOR
RELATI NG | T HERE.

A COKAY.

Q AND COULD YOU, THEN, CONTINUE W TH YOUR STATEMENT?

A | MSSED ONE. THE FIRST ONE WAS, | WAS PRESI DENT,

FI NALLY WAS PRESI DENT OF THE PETALUMA BOYS CLUB. AND AFTER

LI STENI NG TO THE DI STI NGUI SHED COUNSEL, CHI P ENGLI SH AND ALVI N
HOLLON GO NG ALONG YESTERDAY, | THOUGHT | WAS BACK | N BOYS
CLUB.

JUDGE CLI FTON: LET ME ASK, MR MERTENS, WH LE WE HAVE GOT
YQU | NTERRUPTED, AT THE TOP OF YOUR STATEMENT YQU G VE AN
ADDRESS. |S THAT A BUSI NESS ADDRESS?

MR MERTENS: YES, THAT'S WHERE THE DAIRY IS. THAT'S THE
DAl RY ADDRESS.

JUDGE CLIFTON: @GOCD. WE CAN PUT -- WE CAN KEEP BUSI NESS
ADDRESSES | N ALL OUR DOCUMENTS, WE DON T LIKE TO KEEP PECPLE' S
PERSONAL ADDRESSES, BECAUSE | T'S KNOAWN AS PERSONALLY
[ DENTI FYI NG | NFORVATI ON, SO OR PERSONALLY | DENTI FI ABLE
[ NFORVATION. SO I'M GLAD TO KNOW I T' S A BUSI NESS ADDRESS.

ALL RIGHT. YQU MAY PICK UP WHERE YQU LEFT OFF.

MR MERTENS: VWHERE DI D | LEAVE OFF? OKAY.

MR BESHORE: BOTTOM OF PAGE 2.

MR MERTENS: | AM AN ACTI VE MEMBER OF DFA AND SERVE OUR
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MEMBERS AS THE DFA AREA COUNCI L, AS WELL AS DFA BOARD CF
DIRECTORS. | AM I N CONSTANT CONTACT W TH DFA MEMBERS COF
CALI FORNI A AND THE REST OF THE UNI TED STATES. THEY ARE ALL
VERY | NTERESTED IN TH S HEARI NG

DFA MEMBERSHI P AND LEADERS HAVE PARTI CI PATED | N
NUMEROUS | NFORVATI ONAL SESSI ONS ABOUT THE PROPCSAL, AND ASK NOT
ONLY OUR STAFF, BUT ALSO USDA AND THE CDFA STAFF MANY QUESTI ONS
ABQUT SPECI FI C PO NTS OF THE PROPCSAL AND THE PROCESS FCR
ESTABLI SH NG A FEDERAL M LK MARKETI NG ORDER.

| EXPECT YOU WLL HEAR FROM MORE DFA MEMBERS OVER THE
NEXT SEVERAL WEEKS. THE WESTERN AREA COUNCI L, WORKI NG I'N
CONJUNCTI ON W TH FARVER LEADERSHI P OF CALI FORNI A DAl RI ES,
NC., AND LAND O LAKES, INC., HAS FULLY AND FORVALLY ENDORSED
PURSU NG AND PARTI Cl PATI NG I N THE HEARI NG TO BRI NG A FEDERAL
M LK MARKETI NG ORDER TO CALI FORNI A.

MEMBERS ARE CONCERNED ABOUT THEI R FARMS AND THE
I NVESTMENT | N THEI R COOPERATI VE BUSI NESS. WE ALSO REALI ZE WE
MUST HAVE VI ABLE SUCCESSFUL CUSTOMERS | N ORDER FOR QUR FARM
I NVESTMENT TO SUCCEED AND BE PROFI TABLE. BUT W THOUT A VI ABLE
M LK SUPPLY, THOSE, AND OUR BUSI NESS | NVESTMENTS W LL FAIL.

| SPEAK REGULARLY W TH DFA MEMBERS AND OTHER DAl RYMEN
ACROSS THE U.S. IT IS CLEAR TO CALI FORNI A DAI RY FARMERS THAT
THEIR MLK PRICE | S NOT ON PAR WTH THE REST OF THE COUNTRY.
VH LE I AM NOT' A STUDENT OF THE DETAILS OF M LK PRI Cl NG
FORMULAS, | DO UNDERSTAND THAT M LK USED TO MAKE CHEESE AND
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VHEY | N THE FEDERAL ORDER, |S VALUED ABOVE M LK USED TO NAKE
THE SAME PRODUCTS I'N CALI FORNI A

OVER THE PAST FEW YEARS, THAT DI FFERENCE HAS, AT TI MES,
BEEN MORE THAN $3 PER HUNDREDWEI GHT. DFA MAKES CHEESE AND WHEY
PRODUCTS | N PLANTS THAT WVE OMN DI RECTLY OR JO NTLY W TH OTHER
PARTNERS AROCUND THE COUNTRY. OUR PLANTS SELL THOSE PRCDUCTS | N
COVPETI TI ON W TH CALI FORNI A- BASED PLANTS ALL OVER THE U.S. AND
THE WORLD. I T I'S DI FFI CULT TO UNDERSTAND WHY THE CALI FORNI A
4B MLK PRICE | S SO MJICH LOAER THAN THE FEDERAL ORDER
CLASS |I'l PRICE, BUT NOI TOO HARD TO FEEL SOVE OF THE | MPACT.

CALI FORNI A DAI RY FARMERS, LIKE MANY IN THE U.S., HAVE
FACED | NCREASES | N OUR OPERATI NG COSTS.  TWO RECENT SI TUATI ONS
THAT ARE SOVEWHAT UNI QUE AND VERY | MPACTFUL TO THE CALI FORNI A
DAI' RY | NDUSTRY, ARE THE SEVERE DROUGHT- CAUSI NG RESTRI CTI ONS | N
WATER USE (WHI CH | S FORCI NG DAl RYMEN TO DRI LL VELLS AND DEEPER
AND MORE EXPENSI VE WELLS) AND THE | NCREASI NG CONVERSI ON OF LAND
USED AWAY FROM DAI RY FEED STUFFS, TO TREE NUTS AND BUYI NG
PRODUCTI ON. W DON' T EXPECT THE DROUGHT TO LAST FOREVER, BUT
AT PRESENT, IT IS A SIGNIFI CANT COST FACTCOR

THE LAND CONVERTED FROM FEED PRCDUCTI ON TO TREE NUT AND
VI NE PRODUCTI ON, IS LIKELY | RREVERSI BLE. TH S FACT PUSHES UP
THE COST OF ACQUI RING FEED, AS THEY MJUST BE SOURCED FROM LONGER
DI STANCES AND | N COVPETI TI ON W TH DAI RY AND BEEF | NTERESTS I N
OTHER REG ONS OF THE COUNTRY. THESE TWO FACTORS ARE DI FFI CULT
TO | SOLATE AND CATEGCORI ZE | N THE PUBLI SHED STUDI ES ON THE COST
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OF M LK PRODUCTI ON, BUT ARE, IN FACT, VERY REAL. IT IS
DI FFI CULT TO COVPETE FOR M LK PRCDUCTI ON | NPUTS W TH OTHER
DAIRIES I N OTHER REG ON OF THE COUNTRY, WHEN OUR PRI CES ARE NOT
N A REASONABLE RELATI ONSHI P W TH THEI RS.

VE NOTE THAT WHEN CALI FORNI A SECRETARY OF AGRI CULTURE
ROSS ANNOUNCED THE MOST RECENT CHANGE | N THE CLASS 4B PRI CE
FORMULA EFFECTI VE FOR ONE YEAR AND BEG NNI NG ON AUGUST 1ST,
EVEN SHE REMARKED: "THE CHANGES ARE NECESSARY TO ASSI ST
PRODUCERS | N DEALI NG W TH | NCREASED COSTS OF PRODUCTI ON AND
EFFECT OF THE ONGO NG DROUGHT, BUT THESE CDF CHANGES ARE
TEMPCRARY. "

CALI FORNI A HAS OPERATED | TS STATE M LK MARKETI NG SYSTEM
FOR MANY YEARS. | WAS INVOLVED IN A DAIRY, AS A DAIRY FARM
PARTI Cl PANT | N THE PROCESS WHEN I T WAS PUT IN PLACE I N THE
"'60"S. | HAVE ATTENDED -- | HAVE ATTENDED NMANY HEARI NGS,
COW TTEE AND WORKI NG GROUPS, W TH THE CALI FORNI A DEPARTMENT OF
FOOD AND AGRI CULTURE SINCE THEN. FOR MANY YEARS, THE STATE
ORDER HAS OFFERED A REASONABLE BALANCE BETWEEN PRCDUCER
I NTEREST AND PROCESSOR | NTEREST, AND | UNDERSTAND THE
MAI NTAI NI NG THE BALANCE | S NOT ALWAYS EASY.

OUR THREE COCPERATI VES AND THE THREE STATE PRCDUCER
STATE TRADE ASSOCI ATI ON HAVE MADE MULTI PLE REQUESTS AT THE
STATE ORDER, THROUGH THE HEARI NG PROCESS TO BETTER ALI GN
CALI FORNIA M LK PRI CES WTH THOSE OF THE REST OF THE COUNTRY.
HONEVER, THOSE REQUESTS HAVE NOT' RESULTED IN M LK PRI CES THAT
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SEEM I N A FAI R RELATI ONSHI P TO PRI CES PRESENT | N THE FEDERAL
ORDER

DFA MEMBERS, AND THE MEMBERS OF OTHER COOPERATI VES
ASKI NG FOR THESE HEARI NGS, ARE APPRECI ATI VE OF THE RECENT
TEMPORARY CHANGE MADE IN CALI FORNIA'S CLASS 4B M LK PRI CE
FORMULA, WE, NEVERTHELESS, FEEL THAT NOWIS THE TI ME FOR THE
CALI FORNI A I NDUSTRY TO JO N THE NATI ONAL SYSTEM

| WLL BE GLAD TO ANSVER ANY QUESTI ONS | CAN, BUT MAY
HAVE TO DI RECT SOME OF THEM TO OUR LATER STAFF W TNESSES.

THANK YOU FOR HOLDI NG THE HEARI NG AND ALLON NG ME TO
PARTI Cl PATE. THANK YQU.

Q THANK YOQU, MR MERTENS, AND HE'S AVAI LABLE FOR

QUESTI ONS FROM OTHER PERSONS.

JUDGE CLIFTON:  THANK YOU. MR MERTENS, ARE SOME OF THE
STAFF W TNESSES THAT YOU REFERRED TO HERE TODAY?

MR MERTENS: YES.

JUDGE CLIFTON: ALL RIGHT. SO IF YOU ARE ASKED A QUESTI O\,
VWHETHER OR NOT' YOU PROVI DE SOME ANSWER TO IT, IF THERE IS
SOVEONE ELSE IN THE ROOM THAT YOU BELI EVE | S KNOALEDGEABLE ON
THAT TOPIC, WOULD YOU MENTI ON THAT PERSON BY NAME FOR US?

MR MERTENS: | WLL.

JUDGE CLI FTON: OKAY. @GOOD. ALL RIGHT. WHO WOULD LIKE TO
BEG N THE QUESTI ONI NG OF MR MERTENS?

CRGOSS- EXAM NATI ON
BY MR ENG.I SH:
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Q CH P ENGLI SH.

AND NOT TO TAKE YOU DOMN TO THE BOYS CLUB, BUT WHEN
YOU TALK ABQUT THE YEARS YOU HAVE BEEN M LKING AND GO NG BACK
TO MY CONVERSATIONS WTH MR HOLLON, YOU WERE A MEMBER OF
ANCTHER COOPERATI VE THAT MERGED | NTO DAl RY FARMERS OF AMERI CA,
CORRECT?

A RIGHT.

Q WOULD THAT BE CALI FORNI A GOLD?

A YES.

Q AND | THI NK I ASKED SOMVE QUESTI ONS, AND MR HOLLON
WASN' T ENTI RELY CLEAR, THERE WAS -- WHAT WAS THE PLANT I N
PETALUVA THAT CALI FORNI A GOLD HAD?

A PARDON ME?

Q WHAT WAS THE PLANT THAT CALI FORNIA GOLD HAD IN
PETALUMA?  WHAT PRODUCTS DID I T MAKE?

A I T WAS BLOCK CHEESE IN PETALUMA, BUT WE ALSO HAD A
PLANT | N TRACY. THE CHEESE PLANT THAT LEPRI NO OANS NOWIN
TRACY WAS QURS. WE BUILT IT IN1972. WE BOUGHT THE FOREMOST
PLANT I N HUGHSON, AND | CAN T REMEMBER VWHEN WE BOUGHT THAT, AND
VE BOUGHT THE TURLOCK PLANT IN, OH, | DON T KNON THAT WAS
PROBABLY 1989, '90, SOVEWHERE IN THERE. | WASN T ON THE BQOARD,
I WAS JUST A MEMBER

Q | WAS ACTUALLY REFERRI NG TO CAL GOLD?

A, YEAH CALI FORNI A GOLD COOPERATI VE CREAMERY OMNED THAT.

Q THEY OMED THOSE PLANTS AS WELL?
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A, ALL OF THOSE PLANTS, YES.

Q BY THE TIME THE MERGER W TH DAl RY FARVERS OF AMERI CA,
HONEVER, THEY HAD SOLD OFF THOSE PLANTS, OR NOT?

A NO

Q NOT?

A, THEY WENT WHEN WE MERGED W TH CALI FORNI A GOLD, AND THEY
SOLD OFF THE PLANTS.

JUDGE CLIFTON: YOU LOST ME. SO VI LE YOU WERE W TH
CALI FORNI A GOLD, DID I T OAN THE BLOCK CHEESE PLANT | N PETALUVA?

MR MERTENS:  YES.

JUDGE CLIFTON:  AND THE ONE IN, THE PLANT | N TRACY?

MR MERTENS:  YES.

JUDGE CLIFTON: NOW WHEN YOU MENTI ONED FOREMOST, ARE YOU
TALKI NG ABOUT HUGHSON, THE CALI FORNI A LOCATI ON?

MR MERTENS: YEAH, FOREMOST, AS FAR AS | KNOW | THINK
THEY WERE, THEY HAD | T BEFORE VE DID. FOREMOST, WE BOUGHT IT
FROM FOREMOST, KNUDSEN WHI CH MERGED TOGETHER | MEAN, THI'S
TH NG WAS ALL CONSOLI DATED OVER TI MES, GUYS.

JUDGE CLIFTON: AND HOW DI D YOU SPELL HUGHSON?

MR. MERTENS: HU-- IT' S HUGHSON, HU G HS-O N.

MR ENGLISH YES. | THINK THAT'S HOWIT WAS SPELLED BY
MR. HOLLON YESTERDAY.

JUDGE CLIFTON: AND THEN, STILL TALKI NG ABOUT CALI FORNI A
GOLD, DID I T ALSO OAN THE TURLOCK PLANT?

MR MERTENS: Rl GHT.
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JUDGE CLIFTON: AND WHEN DID -- |F ANY OF THOSE PLANTS ARE
NO LONGER OMED BY COOP THAT YOU ARE IN, TELL ME WHAT YOU KNOW
ABOUT \HAT HAPPENED.
MR MERTENS: OKAY. PETALUMA WAS, THE CHEESE PLANT IS
OWKNED BY LARRY PETER, WE SOLD THAT.
IN THE MERGER W TH DFA, DFA SUBSEQUENTLY SOLD THE TRACY
PLANT TO LEPRINO, WHO HAD BEEN LEASING I T.
VE STILL OMN THE HUGHSON, WHI CH I'S A BUTTER POWDER
PLANT, AND THE TURLOCK PLANT, WH CH WE BOUGHT IN THE LATE
'80'S, EARLY '90'S, VE STILL OMN. DFA STILL OMS THAT. AND
THAT' S A MOZZARELLA PLANT.
BY MR ENGLI SH
Q NOW AS AN ACTI VE MEMBER OF DFA WESTERN AREA COUNCI L,
AS VELL AS DFA' S BOARD OF DI RECTORS, ARE YOU AWARE OF A STUDY
THAT THE COOPS REQUESTED OF MARK STEPHENSON AND CHUCK NI CHOLSON
W TH RESPECT TO THE FEDERAL RULES OF CALI FORNI A?
A YES.
Q MR BESHORE, |'M MERELY LAYI NG A FOUNDATI ON, |'M NOT
GO NG TO ASK H'M TO TELL ME ANYTH NG ABOUT I T.
MR BESHORE: | WANT TO BE NEAR TO SAVE TI ME.
BY MR ENGLI SH
Q HAVE YOU SEEN THAT STUDY?
A NO
Q ALL RIGHT.
JUDGE CLIFTON: | LIKE PROVPT OBJECTIONS, | HAVE NO -- AND
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I THINK HE HAS A CERTAI N AFFECT JUST BY APPROACH NG YQU,
MR ENGLI SH.

MR ENG.ISH | HAVE NEVER STRAYED ACROSS THAT LINE | SAID
I WOULDN T STRAY ACROSS. WHEN WE GET TO THI' S | SSUE, WE' LL CET
TO TH S I SSUE. WE RE MERELY LAYI NG A FOUNDATI QN, YOUR HONOR
BY MR ENG.I SH:

Q SO YQU HAVE | NDI CATED YOU ARE NOT' A STUDENT OF THE
DETAILS OF M LK PRI CING AND NONETHELESS YOU HAVE MADE A
COVPARI SON OF FEDERAL M LK ORDER PRI CES AND CALI FORNI A PRI CES,
CORRECT?

A RIGHT.

Q AND YQU HAVE MENTI ONED PLANTS THAT DFA MAKES CHEESE AND
VWHEY AROUND THE COUNTRY, CORRECT?

A YES.

Q AND YOQU WERE HERE YESTERDAY FOR THE TESTI MONY OF
MR HOLLON, WHI CH YOU JUST TOLD US THAT YOU WERE, ESPECI ALLY
FOR MY QUESTI ONING OF HM CORRECT?

A YES.

Q AND DO YOU UNDERSTAND THAT FOR PURPOSES OF FEDERAL M LK
MARKETI NG ORDERS, THAT M LK USED TO PRCDUCE PRODUCTS,
MANUFACTURED PRODUCTS, |S VOLUNTARILY POOLED? | T IS NOT
REQUI RED TO BE POOLED? DO YOU UNDERSTAND THAT FROM WHAT YQU
HAVE HEARD?

A NO | DON T UNDERSTAND WHAT YOU ARE TALKI NG ABOUT.

Q ON PAGE 5 IN YOUR TESTI MONY, YOU REFERRED TO M LK
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PRI CES THAT, THOSE, THE REQUESTS FOR CALI FORNI A, HAVE NOT
RESULTED I N M LK PRI CES THAT SEEM IN A FAI R RELATIONSHI P TO
PRI CES PRESENT | N THE FEDERAL ORDERS.

A RIGHT.

Q NOW YQU HAVE JUST TOLD ME YOU DON' T KNOW SOVETHI NG
ABQUT VOLUNTARY POCLI NG, CORRECT?

A RIGHT.

Q SO WHAT IS YOUR DEFI NI TION OF A FAI R RELATI ONSH P USED
ON PAGE 57

A VWHEN |I'M COWARI NG THE CALI FORNI A 4B PRI CE TO THE
FEDERAL ORDER CLASS |11 PRICE. PERI OD.

Q OKAY. AND YOU UNDERSTAND THAT SOVE OF THOSE
COVPETI TORS QUTSI DE OF CALI FORNI A DO NOTI' HAVE TO PAY A M NI MUM
REGULATED CLASS B PRI CE?

A VELL, THAT'S TRUE I N CALI FORNI A, TOO.

Q WOULD IT BE TRUE UNDER THE PROPOSED ORDER THAT YOU ARE
SUPPORTI NG FOR COGPERATI VES PROPOSAL?

A. | WAS UNDER THE | MPRESSI ON THAT | T COOPERATI VE COULD
PAY THEI R MEMBERS JUST -- THEY HAVE TO PAY THE REGULATED PRI CE.

Q BUT DO YOU UNDERSTAND - -

A LIKE | SAID, I'"MNOTI A STUDENT IN TH' S STUFF.

Q VELL, | UNDERSTAND THAT, BUT YOU HAVE MADE A
COVPARI SON, SO |I'M TRYI NG TO UNDERSTAND HOW - -

A, THAT WAS STRI CTLY ON THE PUBLI SHED TH NG  HOW THEY GOT
TO THOSE FI GURES, | HAVE NO | DEA
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Q AND YOU DON T KNOW WHETHER THOSE NUMBERS ARE
COVPARABLE?

A NO

Q OKAY. NOW FOR THE NEXT SET OF QUESTIONS |'M GO NG TO
BE DELI BERATELY SOVEWHAT NOT SPECI FI C, BOTH FOR THE PURPOSES OF
DAI'RY FARMERS OF AMERI CA AND FOR A CUSTOMER OF YOURS.

BUT MR HOLLON HAS DONE A TABLE W TH RESPECT TO
COVPARI SON OF 4B TO CLASS |11 PRICES INH S EXHBIT. WERE YOQU
HERE TO SEE H S EXH BI T? DO YOU HAVE A COPY OF THAT EXHI BI T?

A | LOOKED THROUGH I'T, YEAH | COULDN T SEE IT, IT WAS
PRI NTED TOO SMALL.

Q MAYBE | SHOULD HAVE OBJECTED TO ADM TTING I T BECAUSE | T
WAS TOO SMALL, YOUR HONCR.

JUDGE CLI FTON:  FOR THE PURPGSE OF EXAM NI NG THI S W TNESS,
I DO HAVE A MAGNI FYI NG GLASS HERE | F YOU WANT TO GO TO I T.

MR ENGISH WVELL, | THINK I'M GING TO TRY TO KEEP I T A
LI TTLE SHORTER THAN THAT, YOUR HONOR

JUDGE CLI FTON:  OKAY.
BY MR ENG.I SH:

Q JUST ACCEPT WTH ME FOR A MOVENT THAT ON EXH BI'T 20, IN
TABLE 1F5, MR HCOLLON DI D SOVE VAR OUS AVERACGES. AND ONE OF
THEM WAS AN AVERAGE OF AUGUST 2012 THROUGH JULY COF 2015.

ARE YOU AWARE THAT A SI GNI FI CANT CUSTOVER OF DFA DURI NG
THAT TI MEFRAME VOLUNTARI LY OR CONTRACTUALLY W TH DFA, PAID A
PREM UM BASED UPON THE VALUE OF WHEY?
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MR BESHORE: | RECOGNI ZE THAT A NAME WAS NOT PROVI DED IN
THE QUESTI ON, | APPRECI ATE THAT. BUT | DO OGBJECT TO H' S
I NQUI RY | NTO THE DOLLAR FI GURES I N PRI VATE TRANSACTI ONS BETWEEN
THE COOPERATI VE AND | NDI VI DUAL CUSTOMERS, WH CH IS | NFORVATI ON
THAT DCES NOT NEED TO BE DI SCLOSED.

JUDGE CLIFTON:  ALL RIGHT. THANK YOU.

MR ENG.I SH: | DELI BERATELY NOT DI D ASK A DOLLAR FI GURE.

JUDGE CLIFTON: | KNOW HE' S WARNI NG YOU.

MR ENGISH HE DIDN T HAVE TO WARN ME, YOUR HONOR,
BECAUSE | SPECI FI CALLY SAID I' M NOT GO NG TO GET | NTO THOSE
| SSUES. AND NONETHELESS -- LOCK, SOVE OF THESE OBJECTI ONS,
YOUR HONCR, ARE SPEAKI NG OBJECTIONS.  AND -- AND A WARNI NG
| SN T NECESSARY.

JUDGE CLI FTON:  WELL --

MR ENGI SH  ESPECI ALLY WHEN | SAY |' M LAYI NG A
FOUNDATION. 1" M NOT GO NG TO SPECI FI C NUMBERS.

JUDGE CLIFTON: -- DON T BE SO CONFI DENT THAT YOU DON T
ALLOW PARTI CI PATI ON OF THE REST OF US.

MR ENGISH  AND |I'M NOT EXPRESSI NG THAT. | TH NK
HOMNEVER, MR BESHORE SOVETI MES JUWMPS UP TO | NTERRUPT THE FLOW
OF THE EXAM AND THAT' S | NAPPROPRI ATE, YOUR HONOR.

JUDGE CLIFTON:  NO, HE DOES NOI.  HE'S VERY PATIENT. |
APPRECI ATE, AS | HAVE SAI D BEFCRE, | LIKE OBJECTIONS EARLY. SO
VHAT MR BESHORE DI D WAS ENTI RELY APPROPRI ATE. AND | F YQU
WOULD, |F YOU WOULD LI KE MR MERTENS TO LOOK AT TABLE 1F5 WTH
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A MAGNI FYI NG GLASS SO THAT HE SEES WHAT YOU ARE TALKI NG ABQUT,
YOU MAY. | UNDERSTAND THAT YOU ARE NOT GO NG TO ASK H M
SPECI FI CS ABQUT WHO THE CUSTOMER IS, OR ANY PRI CES.
YOUR QUESTION IS, IS HE AWARE THAT A CUSTOMER CF DFA

PAID A PREM UM AND THEN | T WAS SOVETH NG ABOUT BASED ON WHEY.
AND THE W TNESS MAY ANSVER THAT QUESTION. | DON T KNOW WHETHER
YOU WANT H'M TO LOOK AT THE TABLE WHI LE HE' S FORMULATI NG H' S
ANSVEER.

MR ENGISH WH LE HE'S CERTAINLY WELCOME TO, | DON T
BELIEVE I T | S NECESSARY AS A PREDI CATE.

MR MERTENS: NEITHER DO I.

MR ENG.ISH BUT HE'S ENTI TLED TO LOOK AT I T, AND | HAVE
NO PROBLEM W TH HI M LOCKI NG AT I T.

JUDGE CLIFTON: MR MERTENS, |F YOU DON' T NEED I'T, THEN YQU
MAY RESPOND TO THE QUESTI ON, WHICH | S JUST WHETHER YOU ARE
AVWARE.

MR MERTENS: | AM VERY AWARE THAT WE GET A PREM UM FROM
ALL OQUR CHEESE -- FROM ALL QOUR CLI ENTS, WHENEVER WE SELL M LK.
BY MR ENG.I SH:

Q ISNTIT THE CASE, W THOUT NAM NG THE CUSTOVER CR THE
LEVEL, THAT SPECI FI CALLY DURI NG THAT TI ME PERI OD, THERE WAS A
SPECIFIC PREM UM A WHEY PREM UM THAT WAS PAI D AND THAT' S THE
ONLY QUESTI ON.

MR BESHORE: | WLL OBJECT TO THE QUESTI ON AND | NSTRUCT
MR. MERTENS NOT TO ANSWER, BECAUSE | T | S REACH NG A PO NT COF
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SPECI FI CI TY, WHI CH | NEVI TABLY PROBES | NTO THE | DENTITY OF
CUSTOMERS. MR MERTENS SHOULD NOT ANSWER THE QUESTI ON.

JUDGE CLIFTON: | DON' T AGREE. | F THERE'S SOME KIND OF

DI STORTI ON I N THE SUMVARY FI GURES BECAUSE OF A ONE-TI ME

CONDI TI ON, OR ONE-TI ME TRANSACTION, | -- | THNK IT'S PROPER

FOR US TO BE MADE AWARE OF I T. SO | DON T HONOR THAT
OBJECTI ON.

MR MERTENS, YOU MAY ANSWER. AND DO YQU REMEMBER THE

QUESTI ON?

MR MERTENS:  YES.

JUDGE CLIFTON:  YOU MAY RESPOND, W THOUT SPECI FI CS.

MR MERTENS: W THOUT SPECI FICS, AND | DON T KNOW ALL
THE UNI TED STATES WHETHER VE GET A WHEY PREM UM LIKE HE
STATED, RIGHT? |S THAT WHAT YOU ARE ASKI NG?

OVER

MR ENG&ISH |'MASKING IN CALI FORNIA. I N CALI FORNI A.

MR MERTENS: OH NOWIT IS JUST CALI FORN A

MR ENGISH |'M SORRY, | APOLCOA ZE.

MR MERTENS: YES.

MR ENG&ISH | APOLOG ZE

MR MERTENS: YES.

MR ENG.ISH AND THE ANSWER IS YES. THANK YOQU. THAT' S
ALL | HAVE.

JUDGE CLIFTON: IS THAT THE KIND OF BOYS CLUB STUFF YQU

MEANT?
MR MERTENS: YEAH
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JUDGE CLIFTON: OKAY. WHO WLL NEXT ASK QUESTI ONS OF
MR. MERTENS?

M. HANCOCK: NI COLE HANCOCK FOR THE CALI FORNI A PRODUCER
HANDLERS ASSOCI AT ON.

CROSS- EXAM NATI ON

BY MS. HANCOCK:

Q GOOD MORNING MR MERTENS,
GOOD MORNI NG
| PROM SE TO BE A LI TTLE BI T EASI ER
THAT WAS EASY.

o > O »F

N YOUR STATEMENT ON EXH BI T 26, YOU SAY | N HERE THAT
YOU WERE | NVOLVED AS A DAI RY FARMER PARTI CI PANT I N THE 1960' S
VWHEN THE POOLI NG ACT WAS PUT I N PLACE?
A YES.
Q CAN YQU TELL ME HOW YOU WERE A PARTI Cl PANT?
A VELL, IF YOU WANT TO HEAR | T, OKAY.
MY FIRST BRUSH WTH I T WAS WHEN | WAS ACTUALLY I N,
STI LL BREEDI NG CON5, VWHI CH | WAS AN ARTI FI Cl AL | NSEM NATOR, AND
I WAS A VERY GOOD FRI END OF THE PERSON WHO ORI G NALLY WROTE THE
GONZALVES ACT, THAT EVENTUALLY BECAME THE GONZALVES ACT, AND
THAT WAS IN 1961 AND H S NAME WAS RAY GAMBONI NI .
| VENT ALL THROUGH SCHOCOL WTH H' S SON DI CK, AND SO |
KNEW RAY VERY VELL, AND HE -- | WALKED | N THE BARN ONE DAY AND
HE SAYS, HE HANDED ME A YELLOW PAPER PAD, LEGAL PAD, W TH
PENCI L WRI TTEN ALL QUT, IN ABQUT 40 PAGES OF IT. AND HE SAYS,
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"HERE, GEORCE, READ THI S. SEE WHAT YOU THHNK OF IT." AND |
WASN T THAT | NTERESTED AT THAT AGE. BUT | READ THROUGH A
LITTLE BIT OF IT, AND I GOT A LITTLE G ST OF I T, AND THAT WAS
MY FI RST BRUSH WTH I T.
AS FAR AS, | JUST HEARD STORI ES BACK FROM RAY AND OTHER

PEOPLE OF WHAT THEY WENT THROUGH TO GET | T PASSED AND
EVERYTH NG ELSE.

Q DD YQU EVER TESTI FY?

A NO

Q DD YQU ATTEND ANY OF THE LEG SLATI VE SESSI ONS?

A NO

Q DD YQU PARTI G PATE AT ALL I N ANY DI SCUSSI ONS OR
MEETI NGS?

A | JUST HEARD A LOT OF ABQUT IT AND I T WOULD BE
SECONDHAND SAYI NG, SO | DON T WANT TO SAY TOO MUCH ABOUT | T.

Q WERE YQU SUPPORTI VE OF THE POCLI NG ACT BEI NG ENACTED I N
19697

A OH YEAH, WE HAD ALMOST DEREGULATI ON BEFORE THAT, AND I T
WASN' T PRETTY. THE PROCESSORS FAIRLY WELL CONTROLLED I'T, AND I
CAN G VE YOQU SOVE PERSONAL STORIES ON THAT, BECAUSE WHEN | WVAENT
N THE DAI RY BUSI NESS, IN CRDER TO GET I N THE DAI RY BUSI NESS,
BECAUSE | F YOU WEREN' T I N CAHOOTS W TH THE PROCESSOR, YQU
DIDN' T GET I N THE DAI RY BUSI NESS BECAUSE YOU DI DN T HAVE A
PLACE TO SH P YOUR M LK, OIHER THAN THE COOPS. AND THE COOPS
VEREN T TAKI NG ON ANYBODY. SO I, WHEN | FINALLY GOT IN THE

1186

BARKLEY

TRANSCRIPT OF PROCEEDINGS - VOLUME VI Court Reporters



© o0 ~N oo o b~ w DN P

NN NN R R R R R R R R R
g A W N P O © O N O O M W N B O

DAI'RY BUSI NESS | VENT TO A FOREMOST PRODUCER, AND WE HAD I T
PRETTY WELL SET UP TO BUY IT. BUT WHEN HE MENTIONED I T, JUST
MENTIONED I T TO H'S FI ELDVAN, HE SAYS, |F YOU EVER MENTI ON THAT
AGAIN, YOU GOT 30 DAYS AND YQU ARE QUT OF HERE.

Q  MENTI ONI NG THE POCOLI NG ACT?

A NO NO SELLING THE BUSI NESS TO ME. THE POCLI NG ACT
HAD NOTH NG TO DO WTH IT. SO WHEN | FI NALLY VEENT AND BOUGHT A
SAFEVWAY CONTRACT, | PAID $40,000 UNDER THE TABLE, NOBODY KNEW
ABQUT I'T, I'T WAS NOT MENTI ONED IN THE Bl LL OF SALE OR ANYTHI NG
T WAS JUST A G FT TO HM TO GET THAT TRANSFERRED.

AND THEN ONCE WE GOT THE POOLING ACT IN, |T GAVE THE
DAl RYMEN, THE | NDI VI DUAL DAI RYMEN, SOVE DIGNITY IN THE
[ NDUSTRY, | N MY ESTI MATI ON.

Q AND HOWDI D -- WHAT ABOUT THE POOLI NG ACT GAVE THEM THE
DIGNITY THAT YOU WERE JUST TALKI NG ABQUT?

A, BECAUSE THEN WE OMED WHAT VE -- QUOTA AND QUR SHI PPl NG
R GHTS. WE OMED THEM NOT THE PROCESSCOR.

Q SO IT WAS THE ESTABLI SHVENT OF THAT QUOTA SYSTEM THAT
GAVE YQU THAT DI GNI TY THAT YOU WERE DESCRI Bl NG?

A RIGHT. EXACTLY.

Q AND IT GAVE THE PRODUCERS BACK SOVE LEVERAGE I N THE
DI SCUSSI ONS?

A VELL, YEAH |T GAVE THEM SOME.

Q AND WHAT DO YOU REMEMBER WAS THE QUOTA SYSTEM VHEN THE
POOLI NG ACT WAS PUT | N PLACE?
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A, VWHAT DO | REMEMBER?

Q VELL, WHAT DO YOU REMEMBER ABOUT HOW THE QUOTA SYSTEM
OPERATED? WHAT WAS THE QUOTA SYSTEM | N YOUR UNDERSTANDI NG?

A OH THE QUOTA JUST G VES YOU YOUR PIECE OF THE CLASS 1
MARKET. | T HAS NOTHI NG TO DO W TH PRODUCTI QN, CONTROL CF
PRODUCTI ON, OR ANYTHI NG ELSE.

Q AND THAT, THAT QUOTA THAT PI ECE OF YOUR CLASS 1 MARKET,
THAT WAS ASSI GNED AS QUOTA BASED ON YOUR HI STORI CAL PRCDUCTI ON
OF CLASS 1 M LK?

A, PRETTY MUCH SO. NOT ENTI RELY. THERE WERE SOVE
DEVI ATIONS, BUT IT WAS PRETTY MJICH SO | T WAS A TOUGH SELL.
T WAS A TQUGH SELL TO CGET IN.

Q AND IN ADDI TI ON, THERE WAS BASE THAT WAS ASSI GNED AT
THE SAME TI ME?

A. YEAH BUT THAT' S PRETTY WELL ALL BEEN GONE NOW |
MEAN, THEY STILL LIST IT, BUT IT DON T REALLY MEAN NOTHI NG

Q BECAUSE YOU PRODUCE OVER THAT, AND IT IS CALCULATED AS
THE OVER BASE PRODUCTI ON?

A EXACTLY.

Q AND ALL OF THAT WAS PUT I N PLACE AT THE SAME TI ME THAT
THE QUOTA SYSTEM WAS ESTABLI SHED?

A MOST OF IT. THEY -- WE HAD SUBSEQUENT HEARI NGS AND
STUFF THAT WE CHANGED A FEW THI NGS I N THERE AND POCLED
DI FFERENT TH NGS AND DI D DI FFERENT THI NGS, BUT I'T WAS, THE
BASI S WAS THERE.
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Q AND AT THE SAME TI ME, THE EXEMPT QUOTA WAS ESTABLI SHED
FOR THE PRODUCER- HANDLERS AS WELL.

A. AS | UNDERSTAND IT.

Q AND THEN, YOU WERE PART - -

A, THAT WAS DONE BEFORE | WAS I N THE DAI RY BUSI NESS.

Q VELL, THAT WAS DONE AS PART OF THE POOLI NG ACT THAT WAS
PUT I N PLACE I N 19697

A R GHT. YEAH BUT THE AGREEMENT BETWEEN THE
PRODUCER- HANDLERS AND THEM WAS ALREADY DONE, BECAUSE THAT' S --
[ VEENT | NTO BUSINESS I N ' 68, AND THAT'S ABOUT WHEN | T VEENT | NTO
THE, VWHEN I T WAS PASSED, AND RONALD REAGAN S| GNED I T.

Q AND HE WAS GOVERNOR OF CALI FORNI A AT THE TI ME?

A YEAH

Q SO I GUESS THE POOLI NG ACT WAS ACTUALLY PASSED I N 1967
AND THEN VENT | NTO EFFECT I N 1969? | S THAT YOUR UNDERSTANDI NG?

A | THINK IT WAS JANUARY 1ST OF "'68. WAIT A M NUTE NOW
| DON T KNON | CAN T REMEMBER EXACTLY. |IT' S ONE OF THOSE,
TS ONE OF THOSE DAYS, WH CH REALLY DON T MAKE THAT MJCH
DI FFERENCE.

Q OKAY. |IT VENT | NTO EFFECT SHORTLY AFTER -- SHORTLY
AFTER YOU BEGAN DAI RY FARM NG?

A YEAH

Q OKAY. AND BY THE TI ME YOU BEGAN DAI RY FARM NG YOUR
UNDERSTANDI NG | S THAT THE EXEMPT QUOTA WAS ALREADY ESTABLI SHED
AS PART OF THE QUOTA SYSTEM?
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A VELL, IT REALLY, THE EXEMPT QUOTA, WE DIDN' T -- WE
DIDN T HAVE TOO MANY PRODUCER- HANDLERS UP | N THE NORTH BAY,
FIRST OFF. THEY WERE MOSTLY IN SQUTHERN METRO. | DI D ASK RAY
GAMBONI NI ABQUT THAT | SSUE, AND WE -- BASI CALLY HE SAI D VWE HAD
TO G VE THEM THAT EXEMPTI ON FOR THEM NOT TO BE AGAINST | T
PCLI TI CALLY, AND THEY HAD A LOT OF PQLI TI CAL POAER.  AND SO WE
SAI D, OKAY. FINE  YOU CAN HAVE YOUR EXEMPTI ON, AS LONG AS YQU
SUPPCORT IT. AND THEY DI D, AND THAT' S WHY WE GOT | T THROUGH.

Q SO PART OF A COWROM SED PGCsI TI ON TO GET THE POCLI NG
ACT PUT I N PLACE?

A YEAH TH'S -- WELL, YEAH YOQU CAN CALL I T THAT.

Q OKAY. AND THEN YOU WERE A PART OF THE DAl RY | NDUSTRY
THROUGH THE SUBSEQUENT AMENDIVENTS THAT OCCURRED?

A, YEAH BUT | CAN T REMEMBER THEM ALL. | MEAN, THEY HAD
QU TE A FEWOF THEM DI FFERENT, THEY TWEAKED THE POCLI NG ACT
HERE AND THERE, AND THEN THEY, THERE WAS A BIG ONE IN, WHI CH |
WAS -- | WAS BUI LDING A DAIRY AT THAT TIME, SO | DON T REMEMBER
TOO MUCH IN THE "77 OR ' 78, I N WH CH THEY POOLED CLASS 4A AND
4B TOGETHER ~ BUT BEFORE THAT, THERE WAS A DI FFERENTI AL DEAL IN
THERE.

Q OKAY. AND OTHERW SE, YOUR QUOTA SYSTEM RENMAI NED
I NTACT?

A RIGHT. | T S BEEN I NTACT SI NCE DAY ONE.

Q | HAVE NO FURTHER QUESTI ONS, THANK YQU.

JUDGE CLI FTON:  WOULD YOU SPELL THE LAST NAME OF YOUR GOOD
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FRI END RAY?

MR MERTENS: GAMBONINI? GA-MB-O-N-I-N-1.

JUDGE CLIFTON: |F YOU KNOW MR MERTENS, WHY DID I T CAUSE
ANGER WHEN YOU REVEALED THAT YOU WERE GO NG TO BE BUYI NG A
BUSI NESS TO YOUR FI ELDVEN?

MR MERTENS: BECAUSE THEY JUST LI KED THEIR CUT AND THEIR
DI FFERENT THI NGS THAT THEY COULD GET OQUT OF WHATEVER YQU DI D.
LIKE | SAID, IT WASN' T PRETTY. | MEAN, THEY GOT, FIELDMEN GOT
HUNTI NG CLUB MEMBERSHI PS AND ALL KINDS CF THI NGS TO BE ABLE TO
SH P TO A CERTAIN QUTHIT.

JUDGE CLI FTON:  AND WHAT WAS THE JOB OF A FI ELDVAN?

MR MERTENS: HE JUST VENT ARCUND AND MADE SURE EVERYTHI NG
WAS RI GHT, ROADS WERE KEPT UP I N GOOD SHAPE, AND THE FARMS --
AND AT SAFEWAY, YQU PAI NTED FENCES, AND YOU PAVED YOUR RQADS,
AND YOQU DI D ALL THAT. AND WHEN THAT FI ELDVAN CAME ON, AND THE
I F FENCE LOOKED A LI TTLE SHABBY AND HE SAI D, YOU BETTER GO QUT
THERE AND PAINT I'T, YOU BETTER GO OUT THERE AND PAINT IT, OR
YOU WOULDN' T BE SHI PPI NG THERE, BECAUSE HE WOULD CUT YOU OFF
JUST LI KE THAT.

JUDGE CLI FTON: SO THE FI ELDMAN REPRESENTED THE PROCESSOR?

MR MERTENS: YES.

JUDGE CLI FTON:  AND YQU FELT REQUI RED TO DO AS YOU WERE
TOLD?

MR MERTENS: OH, YEAH

JUDGE CLI FTON:  WHO NEXT?
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MR MERTENS: BUT THE QUOTA SYSTEM TOOK CARE OF ALL THAT.

JUDGE CLIFTON: NOW WAS | T THE QUOTA SYSTEM THAT TOOK CARE
OF I'T OR THE POOLI NG ACT?

MR MERTENS: THE POOLI NG ACT, THE GONZALVES POOLI NG ACT,
VH CH | NCLUDED THE QUOTA SYSTEM

JUDGE CLIFTON:  ALL RIGHT. WHO NEXT HAS QUESTI ONS FOR
MR, MERTENS?

CROSS- EXAM NATI ON
BY MR Rl CHVOND:

Q THANK YQU, MR MERTENS. WE JUST WANTED TO LET YOU KNOW
THAT WE APPRECI ATE YOUR TESTI MONY AND YOUR | NSI GHT | NTO THE
CALI FORNI A DAl RY | NDUSTRY.

A THANK YQU.

JUDGE CLI FTON:  AND YOUR NAME?

MR RICHVMOND: | APOLOGE ZE, BILL Rl CHVOND, USDA.

MR MERTENS: THANKS, BILL.

JUDGE CLI FTON:  EVEN THOUGH WE KNOW WHO ALL THESE PECPLE
ARE, | ASK FOR THE NAME. | FIGURE PEOPLE WLL FIGURE QUT WHO |
AM SO | DON T SAY IT. BUT WE HAVE AN AUDI O FEED, THAT' S
HELPFUL FOR THEM AND I T'S ALSO HELPFUL FOR THE TRANSCRI PT TO
ATTRI BUTE REMARKS TO THE RI GHT SPEAKER. SO -- ALL RIGHT.

DCES ANYONE ELSE HAVE QUESTI ONS FOR MR, MERTENS BEFORE
HE STEPS DOM? MR MERTENS, THANK YQU SO MUCH.  YOU MAY STEP
DOV.
MR BESHORE: |'D MOVE FOR THE ADM SSION OF EXHI BI T 26.
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JUDGE CLIFTON: IS THERE ANY OBJECTI ON TO THE ADM SSI ON
I NTO EVI DENCE OF EXHI BI T 267

MR H LL: NO OBJECTION, YOUR HONCR.

JUDGE CLI FTON: AND THERE ARE NO OTHERS OBJECTING EXH BIT
26 1S ADM TTED | NTO EVI DENCE.

( THEREAFTER, EXHI BI T 26 WAS
RECEI VED | NTO EVI DENCE. )

MR BESHORE: MR TOLLENAAR YOUR HONOR

MR TOLLENAAR: SI ETSE TOLLENAAR. MY ADDRESS | S 3355
VIRG NI A ROAD, | N WHEATLAND, WH-E-A-T-L-A-N-D, CALI FORN A.

JUDGE CLI FTON: IS THAT A BUSI NESS ADDRESS?

MR TOLLENAAR YES, IT IS

JUDGE CLIFTON: @GOOD. ALL RIGHT. |'M GO NG TO SWEAR YQU
IN IN A SEATED POSI TI ON, AND THEN BELIEVE I'T OR NOT, |'M GO NG
TO ASK YQU TO SPELL YOUR LAST NAME AGAI N.

WOULD YOU RAI SE YOUR RI GHT HAND? DO YOU SOLEMNLY SWEAR

OR AFFI RM UNDER PENALTY OF PERJURY THAT THE EVI DENCE YOU W LL
PRESENT WLL BE THE TRUTH?

MR TOLLENAAR: YES, | DO

JUDGE CLI FTON:  THANK YOU. PLEASE. AGAIN, STATE SLOALY,
YOUR LAST NAME AND SPELL I T FOR ME.

MR TOLLENAAR  TOLLENAAR, T-O-L-L-E-N-A-A-R

JUDGE CLIFTON:  AND I'M GO NG TO ASK YOQU TO SPELL YOUR
FI RST NAME AGAIN, TOO

MR TOLLENAAR S-1-E-T-S-E. MY NICKNAME |S SEAN, SO IT
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M GHT BE EASI ER

JUDGE CLI FTON:  AND WHEN YQU ARE KNOMWN BY SEAN, HOW DO YQU
SPELL THAT?

MR TOLLENAAR  S-E-A-N

JUDGE CLI FTON:  THANK YOU SO MJCH. MR BESHORE, YOU MAY
PROCEED.

MR BESHORE: THANK YOQU, YOUR HONCR.

DI RECT EXAM NATI ON

BY MR BESHORE:

Q GOOD MORNING MR TOLLENAAR  THANK YOU FOR COM NG HERE
TODAY. WHAT DO YQU DO FOR A LI VI NG?

A I'"MA DAIRY FARMER

Q HOWLONG HAVE YOQU BEEN A DAI RY FARMER?

A W WFE AND I, THHS IS QUR 20TH YEAR | N BUSI NESS
TOGETHER. WE STARTED IN 1995. AND WE HAVE WE LIVED -- IT'S A
NEAT STORY, BUT WE HAVE BEEN I N THE DAI RY BUSI NESS FOR 20
YEARS.

Q CAN YQU JUST BRI EFLY TELL US A LITTLE BIT ABOUT YOUR
PERSONAL BACKGROUND EDUCATI ONALLY, AND OTHER WORK, | F THERE WAS
SUCH, BEFORE YOU GOT | NTO DAI RY FARM NG?

A VELL, | HAVE A BACHELOR OF SCI ENCE I N DAI RY SCI ENCE
FROM CAL POLY. WE -- | MANAGED MY PARENTS DAI RY SINCE | WAS 12
YEARS OLD. WHEN | CAME BACK FROM COLLEGE, | GOTI' MARRI ED AND
THEN WAS -- WAS RUNNI NG MY PARENTS DAIRY, AND IT WAS REALLY A
STRUGGLE ON MY MARRI AGE. WY WFE FILED FOR DIVORCE, AND I T
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WAS, WE REALI ZED THAT -- | REALIZED THAT | NEEDED TO LEAVE ME
PARENTS DAl RY, BECAUSE WE LI VED ACROSS THE STREET FROM THEM
I T WAS JUST AN UNHEALTHY DYNAM C. WE VEENT TO -- VENT TO WORK
N SOUTHERN CALI FORNI A FOR TWO AND A HALF YEARS. RECONCI LED MY
MARRI AGE. AND THEN THE WONDERFUL MAN THAT | -- | WORKED FOR
SAID TO ME, AFTER | WAS THERE TWO YEARS, HE SAI D, "YQU NEED TO
CET IN THE DAIRY BUSINESS." AND | SAID, "WE DON T HAVE ANY
MONEY. " AND | THOUGHT HE WAS TRYING TO FIRE ME. BUT HE -- SO
| ACTUALLY WENT TO A COUNSELCR, BECAUSE | THOUGHT, YOU KNOW
HOW DO YOU WORK SO MANY HOURS AND DO SO MANY THI NGS.  AND THE
COUNSELCOR SM LED AND HE JUST SAI D, HE LOVES YOQU SO MJCH THAT HE
DOESN T WANT TO HOLD YOU BACK.
SO VE FQUND A DAIRY. | T WAS THE BI GGEST JUNKYARD YQU

HAVE EVER SEEN IN YOUR LI FE, BUT IT WAS AN OPPORTUNI TY FOR US
TO GET STARTED. AND SO 20 YEARS LATER, WE' RE STILL THERE,
SO --

Q OKAY. SO TELL US A LITTLE BIT ABOUT YOUR DAI RY TCDAY.

A VELL, RIGAT NOWWE M LK ABQUT 1250 COAN6. WE HAVE ABOUT
1400 HEI FERS, AND WE SELL ABOUT 400 COAN6 FOR DAl RY PURPOSES A
YEAR TO OTHER DAI RY FARMERS. WE HAVE ABOUT 260 ACRES AND JUST
| ABSOLUTELY LOVE WHAT | DO FOR A LI VING

Q SO JUST TELL US A LITTLE BIT ABOUT THE FACT YOQU SELL
400 CON5 TO OTHER FARMERS. | MEAN, JUST G VE US A LITTLE
FLAVOR. MOST OF THE -- MOST OF THE DI SCUSSI ON HERE, OF COURSE,
'S ABOUT SELLING M LK, PRODUCI NG M LK AND SELLI NG M LK.  BUT
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YOU HAVE, AS A DAl RYMAN, YOU ARE SELLING A VERY SUBSTANTI AL
AMOUNT OF BREEDI NG STOCK. SO JUST TELL US A LITTLE BI T ABQUT
THAT AS PART OF YOUR BACKGROUND.

A OKAY. VELL, I"'MA-- THS IS KIND OF A VEIRD THI NG TO
SAY ABQUT YOURSELF. PECPLE CALL ME THE CONVWH SPERER | TALK
CON THEY TALK TO ME, AND WE JUST WE HAVE GREAT COVMUNI CATI ONS.
SO IT IS JUST VERY STRANGE THAT | CAN TALK WTH COAS AND THEY
CAN TALK BACK AND FORTH WTH ME. THEY ARE JUST -- | JUST
REALLY HAVE A SENSE WHEN A COWN IS STARTING TO, YOU KNOW HAVE
FEET PROBLEMS BEFORE THEY START HAVI NG FEET PROBLEMS, MASTITIS
PROBLEMS, AND SO WE JUST REALLY ARE PROACTI VE | N MAKI NG THE
MOST WONDERFUL PLACE FOR THAT COW TO LI VE.

AND SO JUST, I N REAPING THE BENEFI TS OF THAT, 1S THAT

VE JUST HAVE EXCESS COAN6 TO SELL BECAUSE WE' RE ON I T. WE SAY
THAT WE ARE BETTER THAN THE HOLI DAY | NN BECAUSE WE MAKE THEIR
BED TW CE A DAY, AND HOLI DAY INN ONLY DOES | T ONCES A DAY. SO
VE -- WE JUST REALLY -- PECPLE SAY THAT HAPPY COAS COVE FROM
CALI FORNI A, AND BUT THEY REALLY COVE FROM WHEATLAND. BECAUSE
VE FEED -- WE HAVE TH S WONDERFUL THI NG THAT WE FEED A LOT OF
TORANI SYRUP. WE HAVE A KIND OF A NEAT RELATIONSH P WTH A LOT
OF DI FFERENT WAREHOUSES THAT SEND US THEI R DI STRESSED PRODUCTS
OR WHATEVER. SO QUR COAN6 ACTUALLY EAT CHOCOLATE SYRUP AS ONE
OF THEI R FEED SOURCES, SO THEY HAVE SM LES ON THEI R FACES ALL
THE TI ME.

JUDGE CLIFTON: | LOVE YOUR TESTI MONY. | DO HAVE TO ASK
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FOR THE TRANSCRI PT, | WANT TO CGET THESE WORDS RI GHT. SO AFTER
YOU MENTI ONED THAT YOQU SEE THE FEET PROBLEMS COM NG BEFORE THEY
HAPPEN, AND THEN YOU USED A WORD THAT | BELI EVE HAS TO DO W TH
THE COW'S UDDER.  MASS --

MR TOLLENAAR:  MASTI TI S.

JUDGE CLIFTON:  ALL RIGHT. AND WOULD YQU SPELL THAT FOR
ME?

MR TOLLENAAR MA-S-T-1-T-1-S.

JUDGE CLIFTON: ALL RIGHT. AND SO YQU ALSO HAVE AN
AWARENESS OF WHEN THAT KIND OF PROBLEM | S ABQUT TO DEVELQGP?

MR TOLLENAAR: VELL, IT S MOSTLY PREVENTI ON. WE' RE REALLY
I NTO PREVENTI NG THINGS. AND SO YQU HAVE, BECAUSE THEY GET
MASTITIS, IT'S TOO LATE. BUT IF WE REALLY, REALLY, HENCE,
MAKI NG THEI R BED TWCE A DAY. WE JUST REALLY WANT TO GET THEM
COMFORTABLE. A COVFORTABLE COW ALWAYS -- THE MORE COVFORTABLE
THEY ARE, THE MORE, THE BETTER THEY DO FOR YQU.

JUDGE CLI FTON:  AND THEN, |F YOU WOULD ALSO HELP ME SPELL
THE KIND OF SYRUP THEY GCET.

MR TOLLENAAR: TORANI, IT IS JUST -- ITIS-- IT IS A VERY
NI CE THI NG YQU SEE I N COFFEE SHOPS AND STUFF. I T'S
T-OR1-N1. TORANI. |IT S REALLY -- PEOPLE LAUGH  THEY SEE
ALL THESE BOXES AND STUFF SET UP, AND THEY SAY, "WHAT DO YQU DO
WTH THAT?" WE FEED IT TO OQUR COA5. | T IS AN ENERGY SOURCE.
BUT IT'S -- PECPLE SAY, MAN, IT SMELLS LI KE CHOCOLATE HERE, AND
THEY ARE RI GHT.
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BY MR BESHORE:

Q SO MR TOLLENAAR, WHERE DO YOQU, HOW DO YQU MARKET M LK?

A, OUR M LK CGETS PI CKED BY DAl RY FARVERS OF AMERI CA, AND
MOST OF OUR M LK GOES TO SUNNYSI DE FARMS OR BAYVI EW FOR FLUI D
M LK.

Q SO YQU ARE A MEMBER COF DFA?

A I"MA MEMBER AND |' M ALSO A DI RECTOR AT LARCGE, AND I
REPRESENT ABOUT 200 DAI RY FARMERS | N OUR WESTERN AREA COUNCI L.
Q SO HOW LONG HAVE YOU BEEN A MEMBER OF DFA MARKETI NG

THROUGH DAI RY FARMERS OF AMERI CA?

A VELL, W STARTED WTH MD AM WH CH MERGED W TH FOUR
COOPS, AND THEN THAT BECAME DFA, AND THAT WAS IN 1998 WHEN DFA
WAS ESTABLI SHED, BUT W MET WTH M D AM I N 1995.

Q OKAY. SO YOU ARE AN ELECTED DI RECTOR - -

A YES.

Q -- OF DFA? OKAY. JUST TELL US ABOUT HOW THAT WORKS
AND WHAT YOUR RESPONSI BI LI TIES ARE AS AN ELECTED DI RECTOR?

A VELL, | AM-- |'MA DI RECTOCR AT LARGE, AND | REPRESENT
THE DISTRICT 1, WHCH IS THE ORLAND AREA;, DISTRICT 2, WHICH IS
THE PETALUMA AREA; DI STRICT 3, LET'S SEE, WELL, SEE DI STRICT 1,
2, 3, 4 AND DISTRICT 10 WHICH | S NOW THE FERNDALE, HUMBOLDT
AREA.  AND | JUST -- | WAS ELECTED AND THEY HAVEN T KI CKED ME
QUT YET.

Q OKAY. HOWLONG HAVE YOU BEEN A DI RECTOR?

A, SINCE 1999.
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OKAY. AND YOU REPRESENT ABOUT 200 --
YES.
-- DAIRY MEMBERS?

> O > O

AREA, THE SMALLER DAI RY FARMERS.

Q SO AS A DI RECTOR YOU ARE AMONG THE WESTERN AREA
COUNCI L?

A YES

Q ARE YQU INVOLVED | N ANY OTHER ORGANI ZATI ONS, DAI RY
ORGANI ZATI ONS OR PRODUCER ORGANI ZATI ONS?

YEAH. BUT MOSTLY SMALLER DAI RY FARMERS. THE FERNDALE

A VELL, I'M-- IT S ALWAYS SUCH AN HONOR | F YOUR PEERS

ASK YOU TO DO SOMETHING. | WAS -- | WAS IN THE M LK PRODUCER S

REVI EW BOARD, WHICH | S A CDFA POCLI NG BRANCH | WAS, WELL, ONE

OF TWO TERMS, THE CHAI RVAN FOR TWO YEARS, AND | WAS, WELL,

TERM AND | WAS CHAI RVAN FOR TWO YEARS.
['MALSO A -- AN HONOR, | JUST REAL HONOR TO BE A

T™™WO

DI RECTOR FOR M LK PRODUCER S CQUNCI L, AND THEN | WAS ALSO PART

OF THE 2007 WHEY COMM TTEE THAT WAS APPO NTED BY CHAI RVAN
MERTENS.

Q OKAY. LET'S TALK ABQUT THE CDFA PRODUCER REVI EW BOARD.

NOW THAT' S -- THAT'S AN OFFI CI AL BOARD OF THE CALI FORNI A
DEPARTMENT OF FOOD AND ACGRI CULTURE; | S THAT CORRECT?

A YES. YES

Q OKAY. AND HOW DO YQU GET ON THAT BOARD?

A | TH NK JUST NOM NATED BY YOUR PEERS, AND YOU SAY YES.
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[ THINK THAT'S THE BIG THING I S JUST SAY YES.
Q AND -- AND YOU VWERE ON THAT FOR TWO TERMS, THE CHAI RVAN

FOR --

A, TWO YEARS.

Q TWO YEARS?

A YES.

Q OKAY. WHAT'S THAT -- WHAT ARE THE RESPONSI BI LI TI ES OF
THE BOARD?

A VWE JUST -- | T USED TO BE REALLY BORING BUT NOVIT IS
REALLY EXCI TING WE REALLY -- WE GET TOGETHER AND VE LOCK AT,
JUST THE POOL DOLLARS, MAKI NG SURE THAT THE POCOL DOLLARS ARE
GANGINTOTHE, THS IS HONMJCH IS COMNG IN, TH' S I S HOW MJCH
CGETS DI STRIBUTED W TH N THE PARAMETERS.

MOST OF THE TIME I'T IS BASI CALLY, OKAY, WE NEED MORE
MONEY TO GET COMPUTERS FOR -- OR NEW PROGRAMS, AND THOSE KI NDS
OF TH NGS WERE THE DI SCUSSION.  BUT IT IS SOVETH NG WHERE W\E
WOULD BASI CALLY, IT'S CHECKS AND BALANCES | S ONE OF THE THI NGS,
IF YOU LOOK AT, YOQU KNOW HOW THE -- THERE' S THE GOVERNOR AND
THEN THERE' S THE SECRETARY AGRI CULTURE, AND THEN THERE' S THE
DI FFERENT MARKETI NG DI VI SI ONS, AND THEN THEY HAVE TO HAVE A
BOARD TO GO TO, TO JUST SAY THIS IS WHAT WE RE DONG.  AND IT'S
BASI CALLY CHECKS AND BALANCES. AND SO WE' RE ONE OF THE CHECKS,
| GUESS.

Q THAT' S A DAl RY PRCDUCER?

A YES
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Q ALL RIGHT. M LK PRODUCERS COUNCI L. WHAT, JUST BRI EFLY
| NDI CATE WHAT THAT ORGANI ZATI ON |'S AND WHAT YOUR ROLE HAS BEEN
AS A DI RECTOR OR OFFI CER?

A VELL, ITS A PRODUCER -- GOSH.

Q  TRADE ASSOCI ATl ON?

A IT'S A TRADE ASSCCIATION. AND I -- ANDI| -- | HAVEN T
BEEN ON | T VERY LONG BUT IT IS UNBELI EVABLE. WE HAVE OUR CEO
'S ROB VANDENHEUVEL, WHO SPCKE EARLI ER TODAY, AND JUST
UNBELI EVABLE DAI RY FARMERS THAT | GET TO BE PART OF. AND JUST,
REAL KINDRED SPIRIT, | GUESS.

Q AND YQU ARE ON THE BOARD OF DI RECTCRS, |S THAT WHAT YQU
SAl D?

A YES

Q OKAY. NOW YQU MENTI ONED A WHEY REVI EW COW TTEE.

OKAY. CAN YOQU TELL US WHAT THAT WAS?

A OKAY. IN 2007, WHEN WE' RE JUST TRYI NG TO LOCK AT, YQU
KNOW DI FFERENT THINGS W THI N JUST THE PRI CI NG MECHANI SM5.  AND
SO SECRETARY A .G KAWAMARA PUT TOGETHER A WHEY COWMM TTEE, SEVEN
PROCESSORS, SEVEN PRODUCERS TO COVE TOGETHER AND COVE UP WTH A
SOLUTI ON.

Q AND LET'S STOP THERE. SO, SECRETARY CAN YQU --
ANTI Cl PATI NG THE JUDCGE' S QUESTION ON THI' S -- CAN YOQU SPELL FOR
US THE NAME OF THE --

A | CANNOT. KAWAMARA, | THHNK IT IS K-A-WA-MA-R-A

Q SO YQU SAI D SECRETARY WHAT, A .G ?
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A A G KAWMMARA, HE WAS UNDER THE SCHWARZENNEGER
ADM NI STRATI ON.

Q AND SO HE WAS SECRETARY OF THE CALI FORNI A DEPARTMENT OF
FOOD AND AGRI CULTURE?

A, SECRETARY OF AGRICULTURE | GUESS WOULD BE, BUT HE WAS
THE SECRETARY. HE WAS UNDER THE SCHWARZENNEGER ADM NI STRATI ON
AND SECRETARY OF AGRI CULTURE.

AND DI D HE THEN FORM A WHEY REVI EW COW TTEE?
YES.
AND THIS WAS | N 20077

> O > O

CORRECT.

Q OKAY. AND SO YQU BECAME A MEMBER OF THAT COW TTEE; 1S
THAT CORRECT?

A YES.

Q OKAY. SO TELL US WHAT -- HONWAS THE COWM TTEE MADE
UP? WHO WAS ON I T IN TERMS OF | NDUSTRY SECTORS, AND WHAT I TS
PURPCSE WAS?

A VELL, I'T WAS REALLY JUST TO COME TOGETHER AND TO TRY TO
FIND A SOLUTION. AND WHEN | WAS ASKED TOBE ONIT, | -- OH
MAN -- | REALLY STRUGGLED WTH IT, BECAUSE | JUST, AS A ITS
MY OAWN PET PEEVE, BECAUSE | CANNOT STAND PECPLE PLAYI NG VI CTI M
BECAUSE WHEN YOU ARE A VICTIM YQU KNOW YOU ARE NOT | NTO
SOLUTI ONS, YOU ARE JUST INTO WHENING.  AND | JUST HATE IT. SO
I JUST SAID, | WLL DO TH S BECAUSE | WANT TO BE
SOLUTI ON- ORI ENTED. | HAVE BEEN BLESSED W TH BEI NG CALLED THE
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BRI DGE BU LDER, AND | JUST, | WANTED TO BE A BRI DGE BUI LDER. |
WANTED TO WORK TOGETHER AND JUST -- THERE'S -- WHEN YOU HAVE
SVART PECPLE N A ROOM OR PEOPLE THAT ARE COWPASSI ONATE, OR
ENTHUSI ASTI C ABOUT WHAT THEY DO FOR A LIVING AND YOQU CGET THEM
IN A ROOM YOQU ARE GO NG TO FIND A SOLUTI ON. THAT'S, | MEAN,
THAT' S JUST PURE AND SI MPLE. BILL SCH EK AND SUE TAYLOR VERE
ON THAT COW TTEE, JUST MARVELOUS. | MEAN, | HAVE SO MJCH
RESPECT FOR THEM AND | THI NK, MAN, | COULD BE PART OF THE
SOLUTI ON.
AND AT THE END OF THE DAY, | PUT SO MJCH TI ME AND

EFFORT INTO THI S COW TTEE, AND I T REALLY WAS COSTLY ON QUR
BUSI NESS BECAUSE THERE WAS JUST SO MUCH TI ME AND EFFORT AND - -
MANY REVEALING | DIDN' T KNOWENQUGH, | HAD TO DO A LOT COF
STUDYI NG

Q AND YQU DI D?

A AND I DD

Q AND YQU DI D STUDY?

A, AND I DI D STUDY. BUT AT THE END OF THE DAY, IT WAS SO
DI SCOURAG NG, BECAUSE NO SCOLUTI ON HAPPENED. AND | JUST THOUGHT
THAT REALLY WAS A TI PPING PO NT FOR ME THAT | HAVE TO BE
CAREFUL WTH MY YES' S.

Q WHAT WAS THE PROBLEM FOR WHI CH THE SECRETARY CF
AGRI CULTURE FORMED THI'S COW TTEE TO ADDRESS TO SEEK A
SOLUTI ON?

A VELL, JUST THE 25 CENT FI XED PRI CE, THE 25 CENT WHEY
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PRI CE THAT THEY CAME UP WTH. WELL, LET ME GO TAKE A STEP
BACK.

['M PART OF AN AVAZI NG GROUP CALLED THE 21ST CENTURY
DAIRY CLUB, AND WE GET TOGETHER, IT'S DAl RY FARVERS FROM ARCUND
THE NATI ON THAT GET TOGETHER FQUR TI MES A YEAR AND JUST, YQU
KNOW WE, | T'S SUCH A NEAT TRANSPARENT GROUP BECAUSE WE SHARE
OUR VI CTORI ES BUT WE ALSO SHARE OUR STRUGGLES. AND IT'S A SAFE
HAVEN TO JUST SHARE THESE DI FFERENT THI NGS. AND JUST
MARVELOUS, MARVELQUS, FRI ENDS.

AND SO VE WOULD COME, AND THE FI RST THI NG THAT DAI RY
FARMERS DO | S YOU SIT TOGETHER AND YOQU JUST HAVE TO BREAK THE
I CE.  AND THEN PECPLE SAY, HEY, YQU KNOW WHAT ARE BULL COWS
BRING NG | N2 AND SO SOMEONE IN W SCONSIN WLL SAY X AMOUNT OF
DOLLARS, AND My FRIENDS | N FLORI DA WOULD SAY TH S MJUCH, AND
SOVEONE | N NEW MEXI CO W LL SAY TH S MUJCH.  AND THEN WHAT' S YOUR
FARM PRI CE? AND WHAT' S THI S? AND THEN SOVEONE WOULD ASK ME,
VWHAT ARE YOU DA NG FOR RI SK MANAGEMENT STRATEGY? AND THEN THEY
WOULD TALK ABQUT I'T, AND THEN THEY WOULD LOCOK AT ME AND SAY,
OH, YOU ARE FROM CALI FORNI A, YQU REALLY CAN T PLAY THE RI SK
STRATEGY GAME. BECAUSE THE CLASS 4B PRI CE OR OVER BASE PRI CE
DIDN T REALLY RELATE TO THE CLASS |11 PRI CE.

SO THEN I'T WOULD BE | NTERESTI NG ON JUST DI FFERENT
TOPI CS, THAT EVERYTH NG THERE WOULD BE RELATI ONSHI PS BECAUSE
THE PROTEI N MARKET ESTABLI SHES YOUR SOY BEAN AND CANCLA PRI CE,
AND YOUR CORN PRICE, OR YOUR, YOU KNOWN YOUR CARBOHYDRATES,
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YOUR RI CES AND YOUR BARLEYS AND ALL THOSE KIND OF THI NGS ALL
MATCH  AND | JUST, THERE WAS SUCH A DI SCONNECT, BECAUSE HERE
THEY ARE TALKI NG A FOREI GN LANGUAGE. | JUST DI DN' T UNDERSTAND
THAT MARKETS GO UP AND DOWN, AND TO BE SET WTH A FI XED 25
CENTS, YQU KNOW JUST, HEY, WE' LL TAKE THE LOA5, BUT LET'S,

VW' LL TAKE THE H GHS. JUST MARKETING | MEAN -- THAT' S JUST,
THAT WAS WHY | SAID YES TO DO NG I T, BECAUSE | WANTED TO BE
PART OF THE SOLUTI ON AGAI N.

Q SO IN YOUR EXPERI ENCE W TH THE 21ST CENTURY GROUP?

A, DAIRY CLUB.

Q DAIRY CLUB, 21ST CENTURY DAl RY CLUB, YOU EXCHANGED
I NFORVATI ON W TH OTHER PROGRESSI VE DAl RYMEN AROUND THE COUNTRY,
AND THERE WAS A DI SCONNECT ON WHEY PRICING | S THAT I T?

A YES. MWELL, JUST M LK PRICING IN GENERAL. THEY WOULD
JUST, THEY WOULD GET THE NEAT PRI VI LEGE OF HAVI NG THEM COVE QUT
TO OUR DAIRY. AND THEY WOULD JUST KEEP SAYI NG THAT I N ORDER TO
BE A DAIRY FARMER I N CALI FORNI A YOQU HAVE TO BE SO MJCH BETTER
AND THEY WOULD JUST BE BLOMN AWAY THAT WE SWEEP OUR COMMCDI TY
BARN, BECAUSE THERE'S PENNI ES THERE, AND THERE' S THE DUTCH
SAYI NG THAT:

"ALS JE NI ET KIJKEN NOAR, DE KLEINE DI NGEN DI E
VERDI ENEN JE NI ET DE GROTE." (SIC).
“I'F YOU DON' T WATCH THE SMALL STUFF, YOU DON T DESERVE
THE BIG "
JUDGE CLI FTON: THE COURT REPORTER |'S HAVING A LITTLE
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TROUBLE WTH THE DUTCH, SO CAN YQU SPELL THE DUTCH WORDS FOR
HER?

MR TOLLENAAR NO, | CAN T DO THAT.

MR, BESHORE: CAN YOU REPEAT THEM SLOALY?

MR TOLLENAAR: VELL, IT IS, "ALSJE NIET KIJKEN NOAR, " I F
YOU DON' T WATCH THE SMALL STUFF, YOU DON T DESERVE THE BI G
THAT'S WHAT IT MEANS. SO WE' LL JUST KEEP I T THAT WAY.

JUDGE CLI FTON:  SHE HAS TO WRI TE DOMWN WHAT SHE HEARS.

(W TNESS REPEATED DUTCH PHRASE AND TRANSLATI ON.)

BY MR BESHORE:

Q SO LET'S GO BACK TO THE WHEY, THE WHEY REVI EW
COW TTEE.  OKAY.

SO YOU TOOK YQU TOOK ON MEMBERSHI P PROJECT, BEING A
MEMBER OF THAT COW TTEE, BECAUSE YOU KNEW THERE WAS A PROBLEM
N 2007. AND YOU RE SOLUTI ON- ORI ENTED, AND YQU FELT LI KE YQU
COULD BE PART OF THE SOLUTI ON.

A YES

Q DI D THAT WORK QUT?

A I TJUST -- | QGUESS, END RESULT, NO. | T WAS JUST, WE
VENT THROUGH THI S TREMENDOUS EXERCI SE AND NO CHANGE. AND I T
GAVE ME KIND OF -- IT DIDN T KIND OF, IT GAVE ME A BAD TASTE IN
MY MOUTH  THAT HERE, MAYBE BEI NG YOUNG AND ENTHUSI ASTI C, |
REALLY THOUGHT WE CAN CHANGE THE WORLD, AND | GOT HUMBLED.

Q SO THE CDFA SYSTEM DI DN T WORK QUT?

A NOT THAT HEARI NG OR NOT THAT WHEY COW TTEE, IT WAS A
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WASTE OF TI ME.

Q HOWLONG DID THAT COW TTEE, WAS I T I N EXI STENCE?

A VELL, | THINK LIKE 16 MONTHS OR SO. | DON T KNOW THE
EXACT DATES, BUT WE MET IN A LOT OF DI FFERENT TI MES. BUT JUST,
VE WERE PUT | N SUBCOW TTEES, AND BOY, | GOI' PUT | NTO AN
AMAZI NG SUBCOW TTEE. SCOIT HOFFEBURG, AND TWO OF THE MOST
BRI LLI ANTS M NDS | S JEFFREY VANDENHEUVEL AND JOHN JETER, | WAS
N THEI R GROUP, AND THEY CALLED US THE REBELS, BECAUSE THERE
WAS JUST SO MUCH -- | HAVE NEVER BEEN AROUND SUCH | NTELLI GENT
PEOPLE THAT KNEW SO MJCH ABQUT THE | NDUSTRY, AND FOR ME TO SOAK
IT ALL IN. | DIDN T WANT TO JUST BE LIKE A FLY ON THE WALL, OR
WHATEVER, | WANTED TO PARTI Cl PATE, SO | HAD TO JUST REALLY,
REALLY STUDY UP, AND AT LEAST G VE MY TWO CENTS' WORTH.

Q OKAY. SO HAS M LK PRI CI NG PROBLEM THAT YQU | DENTI FI ED
BACK IN 2007, |F NOT BEFORE, AND | DENTI FI ED I N COMMUNI CATI ON
W TH YOUR COLLEAGUES I'N THE 21ST CENTURY CLUB, JUST IN YOUR OMN
EXPERI ENCE, HAS THAT PROBLEM BEEN SOLVED TODAY?

A NO.  NOT -- JUST NOT FI NDI NG THAT -- JUST BEI NG AN
AVERI CAN AND ALL ABOUT MARKETI NG, ALL ABQUT FI NDI NG WHAT VALUE
IS, JUST -- I TS JUST KIND OF UNAMERI CAN TO SAY THIS | S A SET
PRI CE, AND THAT WAS -- THAT' S JUST ONE OF THE COVMON THEMES
THAT WE HAD I N DI SCUSSI ONS.  JUST LI KE, HOW CAN THEY DO TH S OR
VHATEVER, AND | DON' T HAVE AN ANSWER FOR THEM BUT IT | S JUST
LIKE, I'T WAS FASCI NATI NG TO TALK ABQUT BEEF PRI CI NG TO TALK
ABOQUT PROTEIN PRI CE, AND ENERGY PRI CE, AND RI SK MANAGEMENT, AND
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VHAT DO YOU DO W TH YOUR EMPLOYEES? AND THEN, | HAD A REALLY
COOL THING WE WOULD TALK ABOUT M DDLE MANAGERS, WE WOULD TALK
ABOQUT SO MANY THI NGS THAT ARE SO TRANSPARENT. AND THEN WHEN I T
COMES TO, YOQU KNOW M LK PRI CING YOU KNOW | WAS QUT OF THE
EQUATI ON BECAUSE THEY WOULD JUST, THEY WOULD SAY, OH YOU ARE
FROM CALI FORNI A, VWE JUST, WE DON' T UNDERSTAND YOUR SYSTEM  AND
| REALLY, COULDN T REALLY EXPLAIN QUR SYSTEM VERY WELL ElI THER
VWHEN | T COMES TO THAT FI XED PRI CE.

Q SO YOUR COLLEAGUES WERE ALL, I N OrHER PARTS OF THE
COUNTRY, THEY WERE PART OF THE FEDERAL M LK MARKET ORDER
SYSTEM?

A YEAH, M BROTHER, MY SI STER -- MY SI STER AND
BROTHER- | N- LAW ALSO HAVE A DAIRY I N W SCONSI N, AND SO THEY --
THEY SHARE W TH, | N DI FFERENT OCCASI ONS THAT THEY ARE, YQU
KNOW  WE HAVE KIND OF THE SAME M LK PRCDUCTI ON, SAME M LK
QUALITY, SAME EVERYTH NG AND THEY ARE FOUR AND A HALF DOLLARS
MORE. THEY DO GET PREM UMS, BUT IT IS -- YOU KNOW

Q OKAY. NOW AS THE DI RECTOR OF DFA WESTERN AREA COUNCI L
AND AMS DI RECTOR OF M LK PRODUCERS COUNCI L, ANOTHER OFFI CE YQU
HOLD, ARE YOU SUPPORTI NG A PROPOCSAL I N THI S AREA?

A YEAH, | JUST, | WOULD LIKE JUST TO FIND A SCLUTI ON.

AND |'M YOU KNOW NO MATTER WHAT HAPPENS, AT THE END OF THE
DAY, |, YOU KNOW DI FFI CULTY IS SOVETH NG | ALWAYS GET BETTER
THROUGH DI FFI CULTY. AND SO |'M -- WE ARE MJCH, MJCH BETTER

DAl RY FARVERS TODAY GO NG THROUGH WHAT WE VEENT THROUGH. AND SO
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JUST LOCKI NG BACK, |'M SO THANKFUL FOR THE OPPORTUNI TY TO GET
BETTER. BUT IT IS SOMETH NG TOO, THAT | JUST WOULD REALLY

LI KE TO HAVE A SOLUTION. | REPRESENT 200 DAl RY FARMERS THAT
REALLY ARE LOCKI NG FOR, YOU KNOW AN ANSWER ON HOW TO, BECAUSE
THEY WANT TO SURVI VE. | JUST HAVE SEEN SO MANY DAI RI ES GO QUT,
I THINK MORE DAIRIES HAVE GONE OUT I N THE CALI FORNIA I N THE
LAST SI X YEARS OR SEVEN YEARS, | T'S BEEN A HUGE AMOUNT, AN
EXCDUS THAT HAVE GONE QOUT.

Q SO FROM YOUR PERSPECTI VE, AND YOUR EXPERI ENCE, AND YOUR
KNOALEDGE, AND YOUR SEARCH FOR A SOLUTI ON, AS A DI RECTOR IN THE
VESTERN AREA COUNCI L OF DFA AND M LK PRODUCERS COUNCI L, YQU
VOTED TO SUPPORT PROPCSAL 1 IN TH S HEARI NG?

A YES

Q AND YQU ARE HERE TO MAKE CLEAR YOUR SUPPORT FOR THAT
PROPOSAL?

A YES

Q IS IT YOUR FEELI NG THERE WLL BE A SCLUTI ON OR MOVE
TOMRD A SOLUTI ON TO THE PROGRESS OF DAIRY | N CALI FORNI A THAT
YOU HAVE | DENTI FI ED?

A YEAH | DON T KNOW THE ANSWER TO THAT. BECAUSE IT' S --
I F R GHT NOW THAT LOCKS LI KE THE BEST, OUR BEST OPTI ON.

Q OKAY. THANK YQU VERY MJCH, MR TOLLENAAR, | HAVE NO
OTHER QUESTI ONS.

JUDGE CLI FTON:  THANK YOU, MR BESHORE.
VWHEN YOU SAY YOU REPRESENT 200 DAl RY FARMVERS, THAT' S
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THROUGH WHI CH ORGANI ZATI ON?

MR TOLLENAAR THE DFA, THE DAIRIES THAT |I'M THAT ARE IN
My DI STRI CT.

JUDGE CLI FTON: ALL RIGHT.

MR TOLLENAAR: PLUS OR MNUS, BUT IT IS CLOSE TO 200.

JUDGE CLI FTON:  NOW WHEN YOQU SAY DAI RY FARMERS, THAT' S
[ NDI VI DUALS?

MR TOLLENAAR  YES.

JUDGE CLIFTON:  AND I' M GO NG TO ASK YQU TO SPELL, IF YQU
CAN, THE THREE GENTLEMAN W TH WHOM YQU WERE THE REBELS.

SCOTT' S LAST NAME?

MR TOLLENAAR HOF-F, | THNK EB-URG AND THEN JOHN
J-OHNJ-E-T-EER AND THEN JEFF VANDENHEUVEL, THAT'S ROB, YQU
KNOW HI M

JUDGE CLI FTON:  VERY GOOD. WHO WLL BE THE FI RST AFTER
MR, BESHORE TO QUESTI ON MR TCOLLENAAR? DR SCHI EK?

MR SCH EK:  WLLIAM SCH EK, S-CGHI-E-K FOR THE DAI RY
| NSTI TUTE.

CROSS- EXAM NATI ON
BY MR SCH EK:
Q GOOD MORNING I T IS ACTUALLY AFTERNCON.  GOOD
AFTERNOCON, MR TOLLENAAR WE SERVED ON THE WHEY REVI EW
COW TTEE TOGETHER, AND | JUST WANT TO SAY AT THE OUTSET THAT
FROM MY PERSPECTI VE, | TH NK I CAN SPEAK FOR SUE, WE REALLY
RESPECTED YOU AND THE WORK YQU DI D ON THAT COW TTEE, AND THE
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ENERGY AND THE OBJECTI VI TY THAT YOU BROUGHT TO THAT, SO | WANT
TO GET THAT ON THE RECORD.

| JUST, A COUPLE OF QUESTIONS, THOUGH, ABOUT THAT TI ME,
IF YOU CAN REMEMBER. AND FOR ME, GO NG BACK TO 2007, IT'S
HARD, | HAVE TO LOOK BACK AT MY NOTES. SO DO YOU RECALL WWHAT
LED TO THE WHEY REVI EW COM TTEE BEI NG FORMED BY THE SECRETARY?
WAS THERE A HEARI NG DECI SION OR SOVETHI NG PRI OR TO THAT?

A ITJUST -- IT WAS THE FLAT 25 CENTS.

Q R GHI. SO THAT WAS PUT I N PLACE, A REPLACEMENT FOR A
VHEY FORMULA THAT HAD BEEN | N PLACE BEFORE THAT?

A CORRECT.

Q AND THAT WHEY FORMULA WAS TRACKI NG W TH THE DRY WHEY
PRI CE AND WTH THE WHEY FORMULA | N THE FEDERAL PRI CI NG SYSTEM
BETTER THAN THE FI XED FACTOR OF 25 CENTS, SO THAT WAS THE
CHANGE THAT WE' RE TALKI NG ABOUT?

A YES

Q DO YQU RECALL WHY CDFA MADE THAT CHANGE OR WHAT THEI R
RATI ONALE WAS?

A VELL, | KNOW SOMVE OF THE PLANTS THAT DIDN' T HAVE WHEY
DRYI NG CAPACI TY, THE WHEY PRI CE, THEY COULDN T CAPTURE THAT
VWHEY STREAM AND THAT WAS ONE OF THE BI G | SSUES, WAS THEY, |
BELIEVE | T WAS THE PLANT I N LOS BANGS AREA, JUST THEY DIDN T
HAVE A WHEY STREAM AND SO THEY COULDN T COLLECT OR GENERATE
ANY FUNDS. WHAT | MEAN BY WHEY STREAM THEY WEREN T DRYI NG
VWHEY, THEY WERE JUST DUMPING | T OR SENDING I T OFF TO THE FEED
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YARDS OR WHATEVER.

Q SO WOULD ONE OF THOSE DUWPS, | GUESS THERE WERE A
COUPLE OF MEMBERS OF THE WHEY COWM TTEE THAT REPRESENTED CHEESE
MAKERS WHO MAYBE DI DN' T GET FULL VALUE?

A YES.

Q ONE OF THOSE, WAS ONE OF THOSE MXZZARELLA FRESCA,
ANDREW BRANAGH, DO YOU REMEMBER THAT NAME?

A, YEAH HE'S, RUBY TUESDAYS, THAT'S WHERE HE SCLD HI S
STUFF.

Q YEAH AND SCOIT, YQOUR --

A YES, EXACTLY.

Q HOFFERBER W TH FARMDALE CREEK?

A YES

Q AND THAT' S REALLY ALL | HAD, EXCEPT ONE THI NG | LOOKED
UP ON THE | NTERNET WHI LE YQU WERE TESTI FYI NG WAS THE SPELLI NG
OF KAWAMURA, JUST FOR THE RECORD. | T WAS AG AND THEN
K-A-WA-MURA

A YOQU GOT | T.

Q | DIDNT KNOWHOWTO SPELL I T EI THER, THAT'S WHY | HAD
TO LOOK I'T UP.

A THAT' S AVESOME.

JUDGE CLI FTON: SO THE LAST NAME | S KAWAMURA, AND THE
NI TIALS ARE A. G ?

MR TOLLENAAR:  UH HUH.

JUDGE CLI FTON:  EXCELLENT. AND YOU HAVE JUST | NTRODUCED
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SOVE NAMES W TH YOUR QUESTIONS. CAN YOU GO BACK, CAN YOU G VE
ME THE ENTI TI ES YOU MENTI ONED BEFORE THE WORD RUBY TUESDAY?

MR TOLLENAAR ONE OF THEM EXCUSE ME -- ONE OF THEM WAS
ANDREW BRANAGH, AND THE LAST NAME | S SPELLED B-R-A-N-A-G H.
AND THE SECOND ONE WAS SCOTIT HOFFERBER, AND THAT' S
HOFFERBER

JUDGE CLI FTON:  THANK YQU. WHO -- YES, YOU MAY.

MR ENGISH CH P ENGLISH |F MR BESHORE WANTS TO COME
UP, HE CAN COMVE UP. | JUST HAVE TWO QUESTI ONS.

UNFORTUNATELY, | DI D NOI GET ON THE | NTERNET AND GET
THAT SPELLI NG FOR YQU.
CROSS- EXAM NATI ON

BY MR ENG.I SH:

Q AS A DI RECTOR OF DAIRY FARMERS OF AMERI CA, ARE YQU
AWARE THAT THERE WAS A STUDY THE COOPERATI VES REQUESTED OF
MARK STEPHENSON AND CHUCK NI CHOLSON TO LOOK AT A FEDERAL M LK
MARKETI NG ORDER FOR CALI FORNI A?

A. | DD NOT. | DO BUT NOI' THROUGH DFA, THROQUGH THE 21ST
CENTURY DAI RY CLUB, BECAUSE WE WERE | N CORNELL FOR ONE OF OUR
MEETI NGS.

Q OKAY. SO MY QUESTION, THEN, SHOULD BE REPHRASED, NOT
THROUGH DFA, BUT OTHERW SE, YOU ARE AWARE OF THAT STUDY?

A YES.

Q AND HAVE YOU READ I T?

A NO
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Q THOSE ARE THE ONLY TWD QUESTI ONS.

JUDGE CLI FTON:  WHO WOULD NEXT ASK QUESTI ONS OF
MR, TOLLENAAR?

MR RICHVOND: MR TOLLENAAR, VE DON T HAVE ANY QUESTI ONS.
VE APPRECI ATE YOUR TESTI MONY. THANK YOU.

MR TOLLENAAR: THANK YOQU VERY MJCH.

JUDGE CLI FTON:  THANK YOU, MR RI CHVMOND. ARE THERE ANY
OTHER QUESTI ONS OF MR TOLLENAAR? | THI NK SOVE OF YOUR REALLY
GOOD FRI ENDS BACK THERE WOULD LOVE TO RAZZ YOU | N SOMVE VWAY, BUT
THEY ARE HOLDI NG BACK.

I T I'S BEEN A DELI GHT TO HAVE YOU HERE | N QUR HEARI NG
THANK YQU.

MR TOLLENAAR  THANK YOU VERY MJCH.

MR BESHORE: MR BESHORE. YOUR HONOR, | HAVE
MR, PETE OLSEN AS OUR NEXT W TNESS.

JUDGE CLIFTON: MR OLSEN, | ADM RE YOUR NOTES THERE. ARE
THEY ALL ON THE TCP PAGE?

MR OLSEN: YES, MA' AM

JUDGE CLI FTON:  YQU HAVE GOT LI KE 20 WORDS?

MR OLSEN  YES, PRETTY MJCH.

JUDGE CLI FTON: EXCELLENT. |'LL SWEAR YOQU IN IN A SEATED
PGSI Tl ON.

WOULD YQU RAI SE YOUR RI GHT HAND, PLEASE. DO YQU
SOLEM\LY SWEAR OR AFFI RM UNDER PENALTY OF PERJURY, THAT THE
EVI DENCE YOU W LL PRESENT WLL BE THE TRUTH?
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MR OLSEN:. | DO
JUDGE CLI FTON: PLEASE STATE AND SPELL YOUR NAME FOR US.
MR OLSEN. PETER OLSEN, P-E-T-E-FR, O-L-S-E-N
JUDGE CLI FTON:  THANK YQU. MR BESHORE?
DI RECT EXAM NATI ON
BY MR BESHORE:
Q GOOD AFTERNOON, MR OLSEN, THANK YQU FOR COM NG HERE TO
TESTI FY.
CAN YOQU TELL US WHAT YQU DO FOR A LI VI NG?
A. | M DAl RYMAN.
Q WHERE' S -- WHAT' S YOUR DAI RY ADDRESS, BUSI NESS ADDRESS?
A, THE BUSI NESS ADDRESS | S 4170 BASS ROAD, B-A-S-S,
FALLON, NEVADA. F-A-L-L-ON.
Q HOWLONG HAVE YOQU BEEN A DAl RYMAN?
A, I'"VE BEEN | N THE DAI RY BUSI NESS SI NCE ABQUT 1979
MYSELF, AND THIS IS OUR FAMLY' S 100TH YEAR | N NEVADA TH S YEAR
OF M LKI NG COv6.
Q CAN YQU JUST GVE US A LITTLE BIT OF YOUR PERSONAL
BACKGROUND AND HOW YOQU GOT | NTO DAI RY BEG NNI NG I N 19797
A VELL, AS| SAID, W FAMLY HAD BEEN IN I T A LONG TI ME,
AND | CHOSE IT AS MY PROFESSI ON AS VEELL.  WE HAD -- | FIRST
WORKED ALONGSI DE My DAD, AND THEN | BEGAN A PARTNERSH P W TH MY
BROTHER. AND TODAY WE HAVE MY THREE BROTHERS. AND MY FATHER S
BEEN RETI RED FOR ABOUT 15 YEARS, HASN T DRAWN A CHECK, BUT WE
STILL WORK H M AT 83 YEARS OLD.
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Q TELL US A LITTLE BIT ABOUT YOUR FAM LY FARM ENTERPRI SE
THERE | N FALLON, NEVADA?

A, VEE ARE M LKI NG 2200 CON5 RI GHT NOW AND THE DROUGHT' S
HURT US, TOO. WE HAVE A CONSI DERABLE AMOUNT OF GROUND TO FARM
AND THE SI ERRAS RUN WATER OFF BOTH WAYS, AND WHEN THERE | SN' T
ANY SNOW | T HURTS US, TOO
HOW MANY ACRES ARE YOU FARM NG?

ABQUT 1100.
NOW ARE YQU, HOW DO YOU MARKET YOUR M LK?

> O > O

['M A MEMBER OF DAIRY FARMERS OF AMERI CA AND THEY TAKE
CARE OF ALL THE MARKETI NG

HOW LONG HAVE YOU BEEN A DFA MEMBER?

' VE BEEN A DFA MEMBER SI NCE 1998.

AT THE TI ME OF DFA WAS FORMED?

> O > O

RIGHT AFTER. | WAS A MEMBER OF CAL GOLD AT THAT TI ME,
AND WHEN THE MERGER HAPPENED WE BECAME MEMBERS OF DAI RY FARMERS
OF AMERI CA.

Q SO HAD YOUR FARM MARKETED WTH CAL GOLD FOR A NUMBER OF
YEARS PRI OR TO THAT?

A YES. WE VWERE MEMBERS OF ASSOCI ATED NEVADA DAI RYMEN
GO NG BACK INTO THE '50'S, AND | WAS PRESI DENT OF ASSOCI ATED
NEVADA DAl RYMEN AT THE TI ME WE MERGED WTH CAL COCOP I N 1985.
VE HAD MJTUAL MARKETI NG ARRANGEMENTS W TH THE SAME PROCESSCORS
IN CALI FORNIA AT THE TIME, SO IT ONLY MADE SENSE THAT WE WOULD
COMBI NE FORCES, WH CH VVE DID. AND SO FROM 1985 TO 1998, |
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SERVED ON THE BOARD OF DI RECTORS FOR CAL COOP THEN CAL GOLD,
AND BRI EFLY ON DFA AFTER THE MERGER

Q SO WHEN YOQU SAY CAL COOP, THAT' S CALI FORNI A?

A YEAH | T WAS CALI FORNI A COCPERATI VE CREAMERY.

Q AND WHEN YQU SAY CAL GOLD, IS THAT ALSO SHORT FCR
CALI FORNI A GOLD?

A ACTUALLY, THEY, YEAH WE VENT BY CALI FORNI A GOLD.

Q SO HOWIS IT THAT, JUST TALK A LITTLE BIT ABOUT THE,
YOU RE IN THE NEVADA BUT YOU ARE A MEMBER OF CALI FORNI A
COOPERATI VES. | S THERE A MARKETI NG LI NK, A DAIRY LI NK, MARKET
LI NK BETVVEEN NEVADA AND CALI FORNI A I N REPRESENTED IN THI S
AFFI LI ATl ONS?

A YES, VWE HAD A HI STORY OF GO NG BACK I NTO, ACTUALLY,
LONG BEFORE | WAS AROUND, PECPLE WOULD SKI'M THE CREAM CFF AND
PUT I'T ON THE TRAIN AND SEND IT TO CALI FORNI A.  BUT AFTER THAT,
STARTI NG I'N 1959, OUR ASSOCI ATED NEVADA DAI RYMEN SOLD M LK TO
PROCESSORS | N NORTHERN CALI FORNI A, BECAUSE THEY WERE SELLI NG
M LK I N NORTHERN NEVADA, AND THAT TRADI TI ON OF MARKETI NG BACK
AND FORTH ACRGCSS THE MOUNTAI N VENT ON TO TCDAY.

OKAY. VWHAT COUNTY ARE YQU LOCATED IN I N NEVADA?
CHURCHI LL COUNTY.
HOW MANY DAl RYMEN ARE THERE | N CHURCHI LL COUNTY?

Q
A
Q
A. 16, | BELIEVE
Q ALL RIGHT. SO IS IT YOUR TESTIMONY, YOU ARE TALKI NG
ouT

AB YOUR AREA AND ASSCCl ATED NEVADA DAI RYMEN, IS THAT
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PRI MARI LY THE CHURCHI LL COUNTY AREA THAT YOU ARE REFERRI NG TO?

A YES. |F WE VENT BACK I NTO THE ' 80' S THERE WAS MORE
DAIRIES I N OTHER PLACES, BUT THERE' S BEEN A LOT OF
CONSCLI DATI ON.  WE' RE GENERALLY LOCATED I'N CHURCHI LL COUNTY.

Q AND SO DAI RYMEN | N NEVADA NOW IS PRI MARI LY LOCATED I N
CHURCHI LL COUNTY?

A. | N NORTHERN NEVADA, YES.

Q NORTHERN NEVADA, YES. SO DO YOU HOLD ANY PCSI TIONS | N
DFA? ANY ELECTED POSI Tl ONS?

A YES |I'MA MEMBER OF THE BOARD FOR WESTERN AREA COUNC L
AND THAT IS FOR THE CALI FORNI A NEVADA AREAS. AND THEN |'M
ALSO, FROM THAT GROUP, | WAS ELECTED TO BE ON THE NATI ONAL
BOARD OF DI RECTORS FOR DFA.

Q FOR HOWLONG OF A PERIOD OF TI ME HAVE YOU BEEN DONE
TH S?

A | TOX A BREAK AFTER THE MERGER I N ' 98, CAME BACK ON IN
"04, AND I THI NK | HAVE BEEN ON THE NATI ONAL BOARD OF DI RECTORS
[ THNK THS IS MY TH RD TERM THAT |' M STARTI NG Rl GHT NOW

Q NOW FROM YOUR FARM PERSONALLY, HAS THERE BEEN A
MARKET!I NG RELATI ONSHI P W TH CALI FORNI A OVER THE YEARS?

A NO MY MLK S GONE TO CALI FORNI A AND NEVADA EVER SI NCE
| STARTED, AND LONG BEFORE THAT.

Q AND HOWIS THE MARKETED PRESENTLY?

A, CURRENTLY, A LOT OF W M LK GCES TO MODEL DAIRY I N
RENO, CONTI NUES TO GO THERE, AND DAl RY FARVERS OF AMERI CA BUI LT
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A PLANT | N CHURCHI LL COUNTY, AND THE REST OF MY M LK GENERALLY
GCES TO THAT PLANT | N CHURCHI LL COUNTY.

Q DCES MCDEL DAIRY I N RENO MARKET CERTAIN, DI STRI BUTE I N
CALI FORNI A?

A YES.

Q OKAY. DO YOU HAVE -- CAN YOU TELL US ABOUT ANY PRI CE
RELATI ONSH PS BETWEEN CALI FORNI A AND NEVADA OVER THE YEARS
PRESENTLY?

A, YEAH NEVADA' S HAD A -- NEVADA STATE DAIRY COW SS| ON
GO NG BACK INTO THE 50'S, AND IN THE EARLY "70'S, MD-'70"S
BECAUSE THE MARKETS WERE SO | NTERTW NED AND CLOSELY ALI GNED,
THE NEVADA STATE DAIRY COW SSI ON ALWAYS PROMULGATED NEW
PRI CES, BUT THOSE PRI CES WERE, I N FACT, THE NORTHERN CALI FORNI A
PRI CES. THEY JUST ADOPTED THE NORTHERN CALI FORNI A PRI CE SHEET.
AND SO GO NG BACK FOR 40 YEARS OR SO, THAT' S BEEN WHAT THEY
HAVE DONE, AND SO OUR MARKETS ATTRACT EACH OTHER, MORE OR LESS,
THERE ARE SOME VARI ATI ONS AT TI MES, THERE HAS BEEN.

Q BUT THAT RELATI ONSH P HAS BEEN | N PLACE FOR WHAT, 30,

40 YEARS?

A. 40 YEARS.

Q 40 YEARS. NOW AS A NEVADA CHURCHI LL CQUNTY DAl RYMAN,
AS A MEMBER OF THE DAI RY FARMERS OF AMERI CA WESTERN AREA
COUNCI L, DO YOU HAVE A POSI TION ON THE PROPCSALS BEFORE THI S
COW TTEE?

A YES, WE ARE SUPPCRTI VE OF PROPCSAL 1.
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Q DOES THAT PROPCSAL, THAT PROPGCSAL IS TO CREATE A M LK
MARKETI NG ORDER FOR THE STATE OF CALI FORNI A; |S THAT CORRECT?

A YES

Q OKAY. SO AS A NEVADA DAl RY FARMER, WHY DO YQU SUPPORT
THAT PROPOSAL AND WHAT RELATI ONSHI P DOES | T HAVE TO YOUR DAl RY?

A VELL, | THNK ITF T -- 1 GO NOTI JUST AS A NEVADA
DAl RYMAN, BUT AS A MEMBER OF THE WESTERN AREA COUNCI L, AND AS
THE BOARD MEMBER OF DFA, | HAVE A SHARED RESPONSI BI LI TY FOR THE
COVPANY. WHAT WE SEE WHEN WE LOOK ACROSS THE NATI ONAL SCOPE COF
THE MARKET, WE SEE THIS AS A DI SRUPTION I N THE MARKET, WHERE
LONER PRI CED PRODUCT |'S ABLE TO TRAVEL LONG DI STANCES TO THE
EAST AND | NTERFERE W TH OTHER PLANTS THAT THE COOP OMN\S I N
THOSE MARKETS. SO WE SEE TH'S AS A PROBLEM FOR DFA AS A
NATI ONW DE COCPERATI VE.  WE SEE THI S AS A PROBLEM FOR | NEQUI TY
TO THE OF CALI FORNI A PRODUCERS. AND THE NET EFFECT IS, THAT
THOSE PRI CES, BECAUSE WE ARE LI NKED TO NORTHERN CALI FORN A,
THOSE TRI CKLE BACK TO ME, TOO, AS A PRODUCER SO ON EVERY
LEVEL, | HAVE CONCERNS THAT WOULD PUT ME TO SUPPORT THI S
PROPOSAL.

Q WHEN YQU REFER TO LOAER PRI CED PRODUCT CAUSI NG | SSUES
AND PROBLEMS | N OTHER PARTS OF THE COUNTRY, YOU ARE REFERRI NG
TO PRODUCTS SQURCED I'N CALI FORNIA W TH THE CURRENT LOWER
REGULATED PRI CES I N THAT AREA?

A YES.

Q OKAY. WHAT | S YOUR UNDERSTANDI NG COF HOW PROPCSAL
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NUMBER 1 WOULD AFFECT OR ADDRESS M LK MARKETED, PRODUCED I N
CHURCHI LL COUNTY, NEVADA?

A VELL, | THINK IT WOULD G VE US THE REGULATORY TIE TO
CONTI NUE THE TRADI TI ONAL RELATI ONSHI P THAT WE HAVE HAD W TH
NORTHERN CALI FORNI A | N PARTI CULAR, THAT QUR PRI CES ATTRACT EACH
OTHER

Q AND WHY DO YOU FEEL THAT IS JUSTI FI ED?

A VELL, | TH NK FOR, BECAUSE THAT RELATI ONSHI P CONTI NUES
ON TO TH S DAY, WE WOULD -- OUR LARGEST NEI GBOR, OUR FRI ENDS
IN CALI FORNI A, QUR LIVES, QUR BUSINESS LI VES HAVE BEEN TIED TO
THEM FOR MANY, MANY YEARS, MANY DECADES.

Q  DCES CHURCH LL COUNTY PHYSI CALLY, IS I T CONTI QUOUS TO
THE STATE OF CALI FORNI A?

A NO

Q WHAT' S THE GEOGRAPHY THERE?

A, YOU HAVE GOT WASHCE COUNTY, WHERE RENO IS, SO WE' RE
ABQUT 65 M LES FROM THE CALI FORNI A BORDER.

Q DO YOU UNDERSTAND THAT UNDER PROPCSAL 1, THAT PRODUCERS
N CHURCH LL COUNTY COULD BE PART OF THE POCOL, BUT WOULD BE
ENTI TLED TO A BLEND PRI CE CALCULATED AFTER THE VALUE OF QUOTA
OMED BY CALI FORNI A PRODUCERS WAS PAI D?

A YES

Q YOU UNDERSTAND HOW THAT' S PROPCSED TO WORK?

A YES.

Q OKAY. WHAT'S YOUR FEELI NG ABQUT THAT? DO YQU SUPPORT
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[T? DO YOU THINK I'T IS REASONABLE, OR HOWN DO YOU ANALYZE THAT
FROM YOUR PERSPECTI VE?

A VELL, | THINK THERE'S A PRI CE STABI LITY THERE THAT' S
AFFORDED TO OUR MEMBERS OF BEI NG PART OF A POOL, THAT MORE THAT
MAKES UP FOR THE FACT THAT WE CAN T PARTI Cl PATE I N THAT QUOTA
PORTI ON AT THI S TI ME.

Q SO WWULD IT BE FAIR TO SAY THAT YQU RE SATI SFI ED THAT
THAT WOULD BE A REASONABLE PROVI SI ON FOR NEVADA FARMERS | N THE
CALI FORNI A STATE, THE CALI FORNI A FEDERAL ORDER POCL?

A YES.

Q DO YOQU HAVE ANYTH NG ELSE YOU WANT TO ADD TO YOUR
SUPPCORT FOR THE PROPCSAL HERE?

A | DONT THHNK SO | MEAN, WY FAMLY IS STILL I NVOLVED.
My SONS ARE M LKI NG COA5, THEY ARE ON THE FARM AND DAIRY' S
BEEN MY LIFE. IT'S MY I DENTITY, AS MANY PECPLE IN TH S ROOM
HAVE THAT SAME | DENTITY. AND I'M VERY PROUD THAT WE HAVE
CONTI NUQUSLY FARMED FOR FOUR, AND NOW FI VE GENERATI ONS.  AND
BEI NG ABLE TO MARKET PRODUCT AND RECEIVE A FAIR PRICE | S VI TAL
TO OUR I NDUSTRY' S HEALTH. AND ON THE WEST COAST, WE HAVEN T
HAD THAT. AND | THI NK THAT THI S OFFERS OUR BEST HOPE, THE
OPPORTUNI TY TO HAVE A FEDERAL M LK MARKETI NG CRDER | N THE WEST,
N CALI FORNI A, PARTI CULARLY, OFFERS THAT OPPORTUNI TY TO US,

SO --

Q ALL RIGHT. THANK YQU VERY MJCH, MR OLSEN, FOR COM NG

HERE AND FOR YOUR TESTI MONY.
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I HAVE NO FURTHER QUESTI ONS FOR MR OLSEN, YOUR HONOR

JUDGE CLI FTON: THANK YOQU, MR BESHORE.

MR OLSEN, HOW DO YOU SPELL THE MODEL DAIRY | N RENO?

MR OLSEN MO D E-L.

JUDGE CLIFTON: | T SEEM5S ODD TO ME THAT THE ARRANGEMENT
WORKS, THE THI NGS BEI NG SH PPED OVER A MOUNTAIN.  WHY DCES THAT
VORK?

MR OLSEN  WELL, THERE WAS AN OPPORTUNI TY FOR DAl RYMEN I N
NORTHERN NEVADA TO ACCESS THE MARKETS FOR CLASS | THAT, YQU
KNOW HERBAL | MM GRATI ON | N THE GROCERY | NDUSTRY NECESSI TATED
THAT THAT HAPPEN. BUT THEY STILL CONTINUED TO SELL M LK I'N
NEVADA.  YOU WOULD THINK I T WOULD MAKE SENSE TO BOTTLE I'T ON
THE SAME SIDE OF THE H LL THAT IT IS GO NG TO BE SOLD, BUT THAT
DIDN' T HAPPEN. SO THAT' S WHAT FACI LI TATED ALL OF THAT.

JUDGE CLI FTON:  WHO ELSE WOULD LI KE TO ASK QUESTI ONS OF
MR, OLSEN?

MR VETNE: JOHN VETNE APPEARI NG FOR H LMAR CHEESE, A
DAI' RY FARMER- OANED CHEESE PROCESSI NG FACI LI TY.

CROSS- EXAM NATI ON
BY MR VETNE:
Q M OLSEN, ARE YOUR NEI GHBOR PRODUCERS I'N YOUR COUNTY,
I N NORTHERN NEVADA, ALSO MEMBERS OF A DAl RY COOPERATI VE?
A YES.
Q TO YOUR KNOALEDGE, ARE THERE ANY NI NE MEMBER DAl RY
FARMERS LOCATED | N THAT AREA WHERE YQU OPERATE?
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A. THERE'S ONE DAl RY THAT HAS A SPLIT MEMBERSHI P. HE
ACTUALLY HAS MULTI PLE DA RIES ON THE SAME SIDE, AND HE HAS
MEMBERSHI P W TH DAl RY FARVERS OF AVERI CA.

Q ON SOVE OF H'S MLK, AND | NDEPENDENT ON THE REMAI NI NG
PORTI ON; |'S THAT CORRECT?

A.  ON A SEPARATE FACI LI TY.

Q OKAY. DO YOU KNOW WHETHER W TH RESPECT TO THE
NON- MEMBER PORTI ON OF THAT FARMERS M LK, WHETHER I T IS SHI PPED
TO MODEL DAl RY?

A.  THE NON- MEMBER, NO

Q YOU DON T KNOWP

A. | KNOWIT S NOT SH PPED TO MODEL DAIRY, THE NON- MEMBER
PORTI ON,

Q IT S SH PPED | NTO CALI FORNI A?

A. LAST | HEARD.

Q OKAY. DOES YOUR FAM LY FARM BUSI NESS FOR WH CH YQU
GAVE AN ADDRESS, DOES THAT HAVE A NAME OTHER THAN PETE OLSEN?

A.  YES, HILLSIDE DAIRY.

Q OKAY. THAT WOULD BE THE SAVE DAIRY WHI CH IS ON THE
CASE CAPTI ON OF THE SUPREME COURT CASE, CORRECT?

A.  YOU WOULD KNOW THAT, MR VETNE, VES.

Q VWHEN YOUR FARM WAS A MEMBER OF CALI FORNI A GOLD PRI OR TO
THE MERGER - -

A, Ur HUH.

Q -- WTH DFA, M LK FROM YOUR FARM WAS GOl NG TO
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CALI FORNI A BUYERS, CORRECT?

A YES

Q AND IT WAS ALSO GO NG TO MODEL DAI RY?

A YES

Q OKAY. AND WTH RESPECT TO BOTH TRANSACTI ONS, WAS M LK
SOLD AT WHAT IS CALLED A PLANT BLEND?

A OKAY.

Q WTH RESPECT TO TRANSACTI ONS TO CALI FORNI A?

A, LET ME BACK UP A LITTLE BIT. WHEN | WAS A MEMBER OF A
COOPERATI VE, | DI D NOI DI RECT WHERE My M LK VEENT, THEY DI RECTED
VHERE MY M LK VENT. AS FAR AS WHAT WAS | N WY M LK CHECK, THERE
WAS A LOT OF DI FFERENT THI NGS THAT HAPPENED | N THAT M LK CHECK.
[ THINK | T COULD GENERALLY FAIRLY BE SAI D THAT WE GOT PO NT OF
PLANT RECEI PT, FI RST PLANT RECEI PT.

Q OKAY. AND IN BOTH CASES, YOUR M LK, WHEN | T VENT TO
CALI FORNI A AS VELL AS WHEN | T VENT TO NEVADA BUYER, YOUR M LK
CGENERALLY VENT TO A CLASS 1 PROCESSOR, | S THAT CORRECT?

A, WE USUALLY, ONE WAY OR THE OTHER, WE WERE 80 PERCENT CR
SO VE STILL HAD M LK GO NG TO HUGHSON, CALI FORNI A THAT WAS
CLASS 4, GENERALLY.

Q OKAY. BY "WE', ARE YOU REFERRI NG TO THE COOPERATI VE TO
VH CH YOU BELONGED?

A YES, FOR THE NORTHERN NEVADA MEMBERS OF THAT
COOPERATI VE, YES.

Q YOQU REFERRED TO THE NEVADA M LK COWM SSI ON?
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A. NEVADA STATE DAI RY COW SSI ON.

Q NEVADA STATE DAIRY COW SSION.  THAT IS AN ORGANI ZATI ON
THAT ESTABLI SHES M NI MUM CLASS PRI CES FOR PRODUCER M LK SOLD I N
NEVADA, TO NEVADA BUYERS; IS THAT CORRECT?

A YES.

Q AND FOR NORTHERN NEVADA YOU | NDI CATED, TELL ME IF I'M
CORRECT, THAT THE NEVADA DAl RY COWM SSI ON ADCPTS AND
| NCORPORATES THE NORTHERN CALI FORNI A CLASS PRI CES; | S THAT
CORRECT?

A. YES. IN ALMOST ALL I NSTANCES, | TH NK THERE M GHT BE A

LI TTLE VARI ATION ON 4B OR CLASS I11. | THI NK THE NEVADA USES
CLASS I11.

Q OKAY.

A, BUT THERE I SN T ANY CLASS |11 IN NEVADA, SO THE

NORTHERN NEVADA.

Q ALL RIGHT. AS AN ASI DE, DO YOU KNOW VWHETHER THE NEVADA
DAI' RY COW SSI ON ALSO REGULATES M NI MUM CLASS PRI CES FOR M LK
SOLD I N THE LAS VEGAS AREA?

A NO |I'M NOTI SURE ABOUT THAT.

Q OKAY. FOR AGAIN, LOOKING AT YOUR MARKETI NG PRIOR TO
THE MERCGER, DI D YQU RECElI VE A FARM PAY PRI CE FROM THE
COOPERATI VE THAT REFLECTED A PRI CE EQUAL TO OR H GHER THAN THE
QUOTA PRI CE PAYABLE TO YOUR COUNTERPARTS | N CALI FORNI A?

A. DEPENDS WHERE YOU ARE LOOKI NG AT I N THE EQUATI ON,
BEFORE OR AFTER 111,
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Q G VE ME BOTH

A BEFORE, THERE WERE TI MES WHEN WE RECEI VED LESS THAN
QUOTA.  QUOTA DEPENDI NG ON WHENEVER YOU HAVE MARKETI NG
VARl ATI ONS, THERE CAN BE TI MES WHEN, BECAUSE OF THE H GHER QCATH
AND ALL THOSE THI NGS THAT GO BACK INTO I T -- | SHOULD PREFACE
TH'S TO SAY |'M NO EXPERT IN THESE THI NGS. |'M AN OBSERVER
SO I HAVE OBSERVED WHEN TI MES QUOTA WAS HI GHER THAN CLASS 1,
BUT GENERALLY I T WAS USUALLY LESS. AND AT TI MES, DEPENDI NG ON
PLANT USAGE, WE COULD ACH EVE, I N THAT PARTI CULAR, |IN A
PARTI CULAR PLANT AT TI MES, H GHER THAN WHAT A QUOTA SHI PPER
COULD GET INSIDE OF CALIFORNIA.  BUT THEN AFTER WE PAI D THE
FREI GHT, WH CH TYPI CALLY RAN NORTH OF A 1.70, AND LATER QN
MUCH MORE THAN THAT, YOU NETTED THAT OUT, WE WERE MJCH LESS.

Q SO LET ME SEE | F | UNDERSTAND YOUR ANSWER CORRECTLY.
PREDOM NANTLY, THE PRI CE RECEI VED BY YOUR FARM FOLLONED
CALI FORNI A CLASS 1, WH CH WAS ALSO NEVADA CLASS 1. AND FOR THE
MOST PART, THAT PRI CE EXCEEDED QUOTA, EXCEPT WHEN THERE WAS AN
UPSI DE DOAN RELATI ONSHI P BETWEEN CLASS 1 AND THE QUOTA?

A, YES. AND TO THE EXTENT THAT THE PORTI ON OF OUR AMOUNT
THAT VENT TO HUGHSON AS WELL, |'M A DAIRYMAN. | DON T LOOK AT
TH'S PART OF My CHECK, THAT PART OF MY CHECK. I T 'S THE BLEND I
CET FOR EVERYTHING SO IF | TOOK THAT BLEND PRI CE WHERE | HAD
SOVE CLASS 4, AND HAD A $1.75 FREIGHT ON TOP OF THAT, TOO, AND
NETTED THAT QUT, |IT WAS THAT BLEND PRI CE THAT | WAS LOCKI NG AT
NET TO ME.
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Q OKAY. FOR THE NORTHERN NEVADA MEMBERS OF CAL GCLD,
YOUR PRI CE WAS BLENDED BASED ON THE UTI LI ZATI ON OF THAT
NORTHERN NEVADA M LK SUPPLY; IS THAT CORRECT?

A YES

Q AND WOULD THE SAME BE TRUE FOR SALES TO MODEL DAI RY,
THAT THAT WAS PART OF THE BLEND CALCULATI ONS WH CH CREATED THE
PRI CE THAT YOU AND YOUR FELLOW COCPERATI VE MEMBERS RECEI VED; 1S
THAT CORRECT?

A, THAT WAS PART CF IT, YES

Q  OKAY. APPROXI MATELY WHAT PORTI ON OF THAT M LK SUPPLY
WAS ALLOCATED | N THE CALCULATI ON OF THE CLASS 1 USE?

A. AT MODEL DAI RY?

Q NO YOUR M LK AND YOUR FELLOW COCPERATI VE MEMBERS, YOQOU
TALKED ABOUT CREATI NG A BLEND FOR THAT, THAT POOL OF M LK

A YOU KNON THE ONLY THING | COULD G VE YQU WAS A BI G
GUESS. IT IS NORTH OF 50 PERCENT. HOW MJCH NORTH, | DON T
KNOW

Q THAT' S GOOD ENOUGH FOR Mg, THANK YQU.

AFTER THE MERGER OF CAL GOLD AND DAl RY FARMERS OF
AMVERI CA, VWERE YOUR BLEND PRI CES, AND THOSE OF THE OTHER
PRODUCERS | N YOUR AREA, CALCULATED IN A SI M LAR WAY?

A, YOU ARE GO NG TO HAVE TO --

Q IN A SIMLAR WAY, BASED ON THE UTI LI ZATI ON OF THAT,
THAT M LK FROM NORTHERN NEVADA THAT YOU DESCRI BED APPLI ED - -

A YEAH, THE NET PROCEEDS FROM WHERE | T WAS MARKETED, YES.
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Q BASED UPON CLASS 1 USAGE OF THE NEVADA M LK SUPPLY,
CORRECT?

A YES. THERE WAS SOME OTHER THI NGS THAT VENT ON THERE,
TOO, THAT ULTI MATELY ENDED UP WTH THE HI LLSIDE LAWBUI T. SO |
DON' T KNOWWHERE YOU ARE GONG WTH TH' S, |F YOU ARE GO NG TO
ASK QUESTI ONS ABOUT THAT.

Q VELL, DID I'T CONTINUE TO BE PRICED THE SAME WAY AFTER
THE CONCLUSI ON OF THE HI LLSI DE CASE, HOW THE M LK SUPPLY FROM
NORTHERN CALI FORNI A PRODUCERS WAS USED BY VARI OQUS BUYERS I N
VARI QUS CLASSES?

A, WAS THE M LK PRI CED AT THE PLANT?

Q NO NO NO THE CHECK THAT YOU RECEIVED, WAS | T
CALCULATED ANY DI FFERENTLY AFTER THE CONCLUSI ON OF THE H LLSI DE
LAWSU T THAN BEFORE?

A YES.

Q HOW-- HOWWAS THAT DI FFERENT?

A, AFTER THE H LLSIDE LAWSU T, BUT WE GENERALLY RECEI VED A
LITTLE BI' T MORE.

Q BECAUSE I'T RETURNED TO THE WAY | T WAS BEFORE THE
LAWSU T WAS NECESSI TATED, CORRECT?

A, THAT WAS WHY WE RECEI VED A LI TTLE BIT MORE, YES.

Q OKAY. AND DO YQU ANTI Cl PATE | F A FEDERAL MARKETI NG
ORDER | S ADOPTED AS PROPOSED, THAT YOUR M LK CHECKS W LL
CONTI NUE TO BE CALCULATED I N ABOQUT THE SAME WAY THAT THEY WERE
FOR CAL GOLD, AND WERE W TH DFA PRI OR TO THE LAWSU T, AND AFTER
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THE CONCLUSI ON OF THE LAWSUI T? DO YOU ANTI Cl PATE ANY
SI GNI FI CANT DI FFERENCE?

A. IN THE SENSE THAT THE NEVADA PRODUCERS WOULD BE SI NGLED
OUT PRI CED DI FFERENTLY OR POOLED DI FFERENTLY OR WHAT |'S YOUR
QUESTI ON?

Q YEAH, M QUESTION IS, DO YOU ANTI Cl PATE THAT YOUR M LK
CHECK W LL BE CALCULATED I N THE SAME WAY, USI NG THE SAMVE
PROCEDURES THAT YOU HAVE DESCRI BED?

A. |'MNOT SURE | CAN ANSWER THAT.

Q LET ME ASK YOU TH'S, DO YOU ANTI Cl PATE THAT THE CHECK
THAT YOU WLL BE RECEIVING | F A FEDERAL ORDER |'S ADOPTED W LL
BE AN OVER BASED PRI CE -- OVER BASED CALI FORNI A PRI CE?

A. | HAVE HEARD A DI FFERENT TERM PUT TO I T.

Q VAT TERWP

A. BLEND PRI CE FOR THE ORDER, NOT OVER BASE IS A STATE
ORDER TERM THE FEDERAL ORDER DOESN T USE THAT TERM |F |
UNDERSTAND THI NGS CORRECTLY.

Q FEDERAL ORDER USES DI FFERENT LANGUAGE, YES?

A Ur HUH.

Q AND VHAT' S YOUR UNDERSTANDI NG OF THE EQUI VALENT
LANGUAGE FOR OVER BASE?

A. | THNK I T WOULD BE THE ORDER BLEND PRI CE.

Q OKAY. AND IS IT YOUR UNDERSTANDI NG THAT PQOST- REFORM
THAT WLL BE THE PRI CE REFLECTED IN YOUR ACTUAL M LK CHECK AS
OPPCSED TO THE CLASS UTI LI ZATI ON OF NORTHERN NEVADA M LK THAT
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HAS PREVI QUSLY BEEN | NCLUDED?

A | THINK SO IF | UNDERSTAND THE QUESTI ON RI GHT.

Q DO YQU HAVE ANY EXPECTATI ON THAT M LK W LL BE REBLENDED
BY THE COOPERATI VE TO CONTI NUE TO PAY YOU AND YOUR NEI GHBORS I'N
NORTHERN NEVADA ON THE SAME BASI S THAT THEY HAVE BEEN PAID I N
THE PAST?

A. | DON T ANTI CI PATE THAT, BUT I'M NOT GO NG TO SAY I T
CAN' T HAPPEN, OR WON' T HAPPEN, OR THI NGS DON T HAPPEN.

Q DO YQU HAVE ANY ESTI MATE ON THE HT YOU WLL TAKE I F
YOUR M LK CHECK | S CALCULATED ON THE BASI S OF A FEDERAL ORDER
BLEND, VERSUS THE NEVADA SCURCE UTI LI ZATI ON THAT YOU HAVE BEEN
PAID ON? DO YOU HAVE ANY ESTI MATE OF THE HH'T, REVENUE HT YQU
WLL TAKE?

A YES. BUT | WOULDN' T USE THE WORD HIT.

Q OKAY. PRI CE REDUCTI ON COVPARED TO?

A, THERE REALLY WOULDN T BE.

Q THERE WOULDN T BE. YOU EXPECT TO RECEIVE A
RELATI ONSH P TO CLASS PRI CES ABOUT THE SAME THAT YOU HAVE BEEN
RECEI VI NG FOR THE LAST?

A, VWHAT WE SEE | S STABILITY. WE REALLY SEE NO ADVANTAGE
TO THE NEVADA DAI RYMEN AS FAR AS | NCREASI NG THE PRI CE, REDUCI NG
THE PRI CE THAT WE' RE RECEIVING WE SEE STABILITY I N BElI NG
I NVOLVED I N A POCL.

Q DIDNT QUTE ANSWVER MY QUESTI ON AS TO PRI CE BEFCRE AND
PRI CE AFTER
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A, THAT'S THE BEST | CAN DO FOR YQU.

Q ARE YOQU AWARE THAT THE COOPERATI VE OF WH CH YOU ARE A
MEMBER, MAY REBLEND WTH N THI S ORGANI ZATI ON, PRICES I T
RECEI VES AS M Nl MUM PRI CES UNDER A FEDERAL OR STATE MARKETI NG
ORDER SYSTEM?

A, SURE THEY CAN.

Q ARE YOQU FAM LI AR W TH | NSTANCES I N WH CH REBLENDI NG HAS
OCCURRED W THI N CALI FORNI A?

MR BESHORE: [F I MGHT? | WANT TO OBJECT TO THAT UNTIL
OR UNLESS THE TERM REBLENDI NG | S DEFI NED, BECAUSE IT'S A TERM
THAT IS USED FOR MANY PURPCSES. | T SERVES MANY VARI ATI ONS OF
MEANI NG | N MANY CONTEXTS. AND EXACTLY HOW MR VETNE | NTENDS
MR. OLSEN TO ATTEMPT TO RESPOND TO THAT, | DON T KNOW  BUT |
THINK MR OLSEN | S ENTI TLED TO THAT.

JUDGE CLI FTON:  THANK YOU, MR BESHORE.

MR VETNE: | AGREE.
BY MR VETNE:

Q MR (OLSEN, BY REBLEND, | MEAN DI STRI BUTI ON OF REVENUE
TO MEMBER DAI RY FARMERS ON A BASI S OTHER THAN, [.E., MORE OR
LESS, OR DI FFERENT, FROM REGULATED BLEND PRI CES? DOES THAT
SATI SFY -- IS THAT A DEFI NI TI ON THAT YOU CAN ACCEPT?

A YES. | MEAN --

Q WTH THAT DEFINITI ON, ARE YOU -- ARE YOU AWARE THAT THE
DFA HAS REBLENDED W THI N CALI FORNI A, PROCEEDS OF SALE OF M LK
AMONG | TS DAI RY FARM MEMBERS?
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A. | T HAS REBLENDED PROCEEDS OF SALES, SO NO.

Q VYES. SO THAT I TS MEMBERS WERE -- PRODUCERS, DO NOT
RECEI VE THE M NI MUM REGULATED BLEND PRI CES, AND CALI FORNI A
WOULD BE QUOTA OVER BASE, AND NEVADA WOULD BE SOVETHI NG
DI FFERENT.

A, YOU KNON THE ONLY TIME | CAN RECOLLECT THAT VE DI D
THAT, WAS WHEN VE HAD EXCESS PRODUCTI ON, AND WE HAVE
| MPLEMENTED A BASI'S OF, AND WE HAVE TOLD PECPLE THAT FOR THI S
ONE OVER, AND ACCORDI NG TO WHAT THEI R PREVI OUS HI STORY WAS THAT
THEY WLL GET PAI D WHATEVER THE RECEI PT WAS FOR THE M LK.  BUT
GENERALLY, | DON T REMEMBER EVER PAYI NG LESS THAN CLASS PRI CES
TO OUR MEMBERS.

Q MEMBERS DON T GET CLASS PRI CES, THEY GET A COVBI NATI ON
OF CLASS PRI CES.

A VELL, YOU KNOW AGAIN, I'M NOT AN EXPERT. BUT | DON T,
| F YOU ARE ASKI NG | F WE TAKE MONEY FROM THI'S PERSON AND G VE I T
TO THAT --

Q YOU ARE NOT FAM LIAR W TH | NSTANCES | N WAl CH THAT KI ND
OF TH NG OCCURRED?

A 1'M-- YOU KNON |'M GO NG TO HAVE TO THI NK ABOUT THAT.

Q OKAY.

A 1'MNOT SURE. |'M GO NG TO HAVE TO THI NK ABOUT THAT.

Q OKAY. AND YOU DO NOT | NCLUDE | N THE DEFI NI TI ON OF
REBLENDI NG AS | EXPLAINED | T, YOU DO NOT | NCLUDE THE RECEI PT BY
THE NEVADA PORTI ON OF DFA MEMBERSHI P OF ANY PRI CE BASED ON THE
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BLEND OF THEI R USE DI FFERENT FROM CALI FORNIA.  YOU DON T
CONSI DER THAT A REBLEND?

A. SAY THAT ONE MORE TIME, PLEASE.

Q YOU DO NOT CONSI DER PAYMENTS TO NORTHERN NEVADA DAl RY
FARVERS, BASED ON THE UTI LI ZATI ON OF THEI R PORTION OF M LK, AS
A REBLEND W THI N THE DFA SYSTEM? LET ME SUGGEST YOUR ANSVER
COULD BE, | DON' T CONSIDER I T, | DO CONSIDER IT, OR | DON T
UNDERSTAND THE QUESTI ON OR DON' T KNOWP

A.  VELL, | GUESS |'M BEG NNI NG TO UNDERSTAND THE QUESTI ON
NOW THAT YOU HAVE SAID I T A COUPLE OF DI FFERENT WAYS.

Q YES?

A.  AND I N THI NKI NG OF DI FFERENT SCENARI OS THERE, THAT,
VHERE WE HAVE SEEN MONEY THAT HAS MOVED, BUT THAT'S KIND OF A
PROPRI ETARY THI NG BETWEEN THE MEMBERS TO DECI DE WHAT TO DO.

Q OKAY. OH MAYBE | FORGOT TO ASK TH'S, ALTHOUGH NEVADA

HAS M NI MAL - -
A NEVADA?
Q N
A, NEVADA?
Q YES, SIR NOT NEVADA?
A, VE CAN TELL WHERE YOU ARE FROM

Q ALL RIGHT. ALTHOUGH NEVADA HAS M NI MUM CLASS PRI CE
REGULATION, | T DOES NOT, LIKE CALI FORNI A, HAVE STATE,
ADM NI STRATI VE, AND REGULATED POOLI NG OF THOSE M NI MAL PRI CE
REVENUES, CORRECT?
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A.  CORRECT.

Q SO IN NEVADA, WHEN A PRODUCER SELLS TO A PROCESSOR,
THAT PRODUCER OR SUPPLI ER, EFFECTI VELY, | N ENFORCI NG THE
M NI MUM PRI CES, EFFECTI VELY GETS A BLEND PRI CE BASED ON M NI MUM
PRI CES OF ALL CLASSES | N THAT PLANT, RATHER THAN | N THE WHOLE
MARKET?

A YES.

Q THANK YOU.

JUDGE CLI FTON: WHO NEXT WOULD LIKE TO QUESTI ON MR OLSEN?
M. HANCOCK: GOOD AFTERNOON, MR, OLSEN.
NI COLE HANCOCK.
CROSS- EXAM NATI ON
BY M5. HANCOCK:

Q | JUST WANT TO UNDERSTAND A COUPLE OF THI NGS HERE. CAN
YOU TELL ME AGAI N VHAT THE WHAT THE NAMVE OF YOUR DAIRY | S?

A.  H LLSI DE DA RY.

Q AND IF | UNDERSTOOD WHAT YOU WERE TALKI NG ABOUT W TH
MR. BESHORE, YOU UNDERSTAND THE COOPERATI VE PROPOSAL AS I T'S
VR TTEN WOULD ALLOW THE PRODUCERS | N NEVADA TO BE, THEY WOULD
ONLY BE ENTI TLED TO BE PAI D THE NONQUOTA POOL BLEND PRI CE OUT
OF THE POOL; |'S THAT RI GHT?

A YES.

Q OKAY. SO BUT NOT, AND THAT WOULD BE A CHANGE FROM THE
STATE CALI FORNI A POOLI NG PAYMENT SYSTEM THAT EXI STS TODAY; IS
THAT RI GHT?
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MR BESHORE: MAY |? | WANT TO OBJECT TO THAT QUESTION I N
THE MANNER I'T'S STATED. | THINK IT I'S I NCORRECTLY | NACCURATELY
STATED. THE STATE DOES NOT PRESCRI BE PRI CES TO BE PAID TO THE
QUT- OF- STATE PRODUCERS, | T CANNOT PRESCRI BE.

M5. HANCOCK: | GUESS, FAI R ENOUGH.

BY M. HANCOCK:

Q M PONT IS TO TRY AND CLARI FY IT.

A HE'S RIGHT.

Q SO MW PONT IS THAT I'T WoULD BE DI FFERENT | N THE WAY
YOU WOULD BE PAID AS A NEVADA PRCDUCER DELI VERI NG | NTO
CALI FORNI A TODAY; | S THAT RI GHT?

A. | WOULD BE PAI D DI FFERENTLY, YES.

Q BECAUSE YOQU DON T PARTI Cl PATE I N THE CALI FORNI A POOL?

A CORRECT.

Q OKAY. SO YOU WOULDN T -- AND | N ESSENCE, R GHT NOW YQU
WOULD BE PAI D MORE THAN WHAT YQU WOULD BE PAI D UNDER THE
COOPERATI VES' PROPGSAL; |'S THAT RI GHT?

A, |T DEPENDS WHI CH PLANT | WVENT TO. M GHT BE PAI D LESS.

Q OKAY. [|F YOU STAYED THE SAME AS YOU ARE DELI VERI NG
TODAY, WOULD YOQU BE PAI D LESS UNDER THE FEDERAL ORDER SYSTEM
BECAUSE YOU ARE DELI VERI NG FROM NEVADA?

A1, YOU KNOW THE ONLY, | MEAN, IT'S KIND OF A LOADED
QUESTI ON. BECAUSE | CAN ONLY ANSWER IT AS TO WHERE MY M LK
COULD GO I'N CALI FORNI A TODAY. AND TYPI CALLY WHERE | T COULD GO
TODAY, WOULD BE -- COULD BE MORE OR LESS, JUST DEPENDS ON WHAT
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THE MARKETS ARE DA NG

Q AND -- OKAY. MVELL, LET'S FREEZE TI ME WHERE VEE ARE
R GHT NOW | F THERE WAS A FEDERAL ORDER SYSTEM I N PLACE TCDAY
AS THE COOPERATI VE HAS PROPCSED | T, AND YOU WERE PAI D THE
NONQUOTA PLANT BLEND, WOULD THAT BE LESS THAN WHAT YQU ARE PAI D
TODAY UNDER, AS | T EXI STS TODAY?

A 1"M NOT SURE.

Q | TH NK YOQU TESTI FI ED THAT YOU ARE A MEMBER OF THE
BOARD OF DI RECTORS FOR THE DFA; 1S THAT RI GHT?

A YES.

Q AND YQU SAID THAT YQU SUPPORT THE COOPERATI VES
PROPGCSAL, EVEN THOUGH YQU, AS NEVADA PRODUCERS, WOULD BE PAID
ON THE NONQUOTA PLANT BLEND PRI CE BECAUSE CF A FI DUCI ARY
OBLI GATI ON THAT YOQU ONE TO YOUR MEMBERSHI P; | S THAT RI GHT?

MR BESHORE: MAY |? | THI NK THE QUESTION -- | TH NK
M5. HANCOCK M SSTATED. THERE' S NO SUCH THI NG AS A NONQUOTA
PLANT BLEND, TO MY KNOALEDGE, CERTAINLY NOT | N PROPOSAL 1.
JUDGE CLI FTON:  WHAT WOULD BE A CORRECT WAY TO STATE HER - -
MR BESHORE: | THINK AS MR OLSEN SUGGESTED TO MR VETNE,
THE BLEND.
JUDGE CLI FTON:  JUST THE BLEND?
BY M5. HANCOCK:

Q VELL, I THINK YOU HAVE ALREADY CLARI FI ED, BUT YQU
UNDERSTAND THAT THE BLEND PRI CE IS CALCULATED BY FI RST TAKI NG
QUT THE QUOTA CALCULATIONS; 1S THAT RI GHT?
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A, CORRECT, YES.

Q SO I CALLED I T A NONQUOTA PLANT BLEND, BUT DI D YQU
UNDERSTAND THAT THAT MEANS A PLANT BLEND PRI CE UNDER THE
FEDERAL ORDER SYSTEM?

A YES.
Q OKAY.
A VELL, | MEAN, MAYBE | -- NOW THAT YOU HAVE CLARI Fl ED,
YES.
Q OKAY.

MR BESHORE: THERE'S NO PLANT BLEND.
MS. HANCOCK: THE BLEND PRI CE.
MR OLSEN I T'S A POOL BLEND.
BY M5. HANCOCK:
Q THE POCOL BLEND PRI CE. THANK YOU FOR THAT.
SO MY QUESTION TO YQU IS, LET ME BACK UP AND RESTATE
WHAT | WAS TRYI NG TO ASK NOW THAT WE' RE GO NG TO CALL I T THE
BLEND PRICE -- YOU, | THINK I'F I'' M UNDERSTANDI NG THI S
CORRECTLY, YQU TESTIFIED WTH MR BESHORE THAT YOU SUPPORT THE
COOPERATI VE PROPCSAL AS IT'S WRI TTEN, EVEN THOUGH THE NEVADA
PRODUCERS WOULD BE PAI D THE BLEND PRI CE, BECAUSE OF YOUR
FI DUCI ARY OBLI GATI ONS THAT YOU OWE AS A BOARD MEMBER TO YOUR
DFA MEMBERSHI P; | S THAT CORRECT?
A | THNK YOU M XED TERM5.  WHAT OR AT LEAST AS | WAS
UNCLEAR THEN, |F YOU GOT' THAT. WHAT | WAS SAYING IS, AS A
BOARD MEMBER THAT, LOCKI NG AT DFA AS A NATI ONAL ORGAN ZATI ON
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W TH PLANTS ACRCSS THE COUNTRY, THAT WHAT WE SEE IS, | S THAT
QUT OF THE MARKET, WE HAVE SOVE PECPLE THAT ARE ABLE TO COME IN
AND UNFAI RLY COWPETE, BASI CALLY. THEY HAVE GOT A MJUCH LONER
RAW PRODUCT COST AND THEY ARE ABLE TO TRANSPORT GREAT DI STANCES
TO COWETE W TH OUR PLANTS THAT ARE IN A LOCALE MORE THAN
HALFWAY ACROSS THE COUNTRY, AND STILL BE ABLE TO PUT A MJCH
LONER PRI CE ON THAT PRODUCT. AND BECAUSE OF THAT, WE SEE THAT
OUR PLANTS AT TI MES HAVE SUFFERED. AND WE HAVE NO WAY TO
COVPETE BECAUSE THE RAW PRODUCT COST IS SO MUCH LOAER | N

CALI FORNI A ON 4B. SO FROM THAT PERSPECTI VE, | WOULD SAY THAT' S
THE FI DUCI ARY RESPONSI BI LI TY. AND | KIND OF LAYERED THAT BACK
DOMN TO LOOKI NG AT THE PEOPLE THAT WE HAVE | N CALI FORNI A, THE
PRODUCERS THAT WE HAVE, THE 300 PRODUCERS THAT ARE IN DFA IN
CALI FORNI A, THAT I T IS A FUNDAMENTAL UNFAI RNESS. AND THAT THAT
UNFAI RNESS THERE, ULTI MATELY DI D TRI CKLE BACK | NTO MY M LK
CHECK AS WELL AS AN | NDI VI DUAL. SO THERE WAS DI FFERENT LAYERS
AND DI FFERENT SOURCES OF RESPONSI Bl LI TY, SENSES OF

RESPONSI Bl LI TY, DEPENDI NG ON WH CH PLACE | WAS LOOKI NG AT.

Q OKAY. SO I GUESS | WANT TO BE CLEAR ON TH'S. SO YOU
ARE LOOKI NG THROUGH THE LENS OF THE COOPERATI VE. THERE S
MEMBERS THAT ARE W THI N CALI FORNI A, THAT YOU, THAT I T WOULD BE
FAIR FOR THEM TO HAVE THE PRI CE STABILITY; 1S THAT RI GHT?

A YES.

Q OKAY. AND THEN VH LE YOU M GHT RECEI VE A LONER PAYMENT
AS A NEVADA PRODUCER FOR THE PLANT BLEND PRI CE, ULTI MATELY,
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I TS PART --

JUDGE CLI FTON:  OKAY. M GHT RECEIVE A LONER PRICE AS A
PRODUCER | N NEVADA FOR THE BLEND.
BY M5. HANCOCK:

Q [|'"MSCORRY, | HAVE GOTI' PLANT BLEND STUCK I N MY HEAD - -
FOR THE BLEND PRI CE -- THANK YOQU. | T ULTI MATELY WLL ROLL BACK
TO YOU THROUGH KIND OF THE GREATER GOOD OF THE COCPERATIVE. IS
THAT -- IS THAT A FAI R CHARACTERI ZATI ON?

A I'"MNOT SURE. YOQU M GHT TAKE ONE MORE STAB AT IT,

MAYBE | CAN ANSWER

Q VELL, I'"MJIUST TRYI NG TO MAKE SURE THAT | UNDERSTOOD
WHAT YOU WERE TESTI FYING TO WTH MR BESHORE.

VERE YOU SAYI NG THAT YOU WERE W LLI NG TO TAKE THE PLANT
BLEND PRICE -- |'M SO SORRY -- THE BLEND PRICE -- OH My GOSH, |
CAN T GET IT QJT O Wy HEAD. HOLD ON, LET ME WRITE I T DO,
MAYBE | T WLL HELP ME QUT.

LET ME START AGAIN. WERE YQU SAYI NG THAT YOU WERE
W LLING TO TAKE THE BLEND PRI CE AS A NEVADA PRODUCER BECAUSE OF
THE GREATER GOOD THAT THE FEDERAL ORDER OFFERS TO THE
COOPERATI VE?

A, YOU ARE LINKING TWO THI NGS THAT | DIDN T SAY. SO WHAT
[ WOULD SAY IS, IS THAT | TH NK THAT FOR A CALI FORNI A
PRODUCERS, OUR CALI FORNI A MEMBERS, THAT |IT WOULD BE MJUCH FAI RER
FOR THEM GENERALLY TO FOLLOW PRI CI NG AS THE FEDERAL M LK MARKET
ORDER HAS DONE.  ULTI MATELY, THAT WOULD RESULT I N A POOL PLAN
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FOR CALI FORNIA, AND | F THAT WAS, | F CHURCHI LL COUNTY WAS

[ NCLUDED | N THAT POOL, THOSE RECEI PTS THAT OUR DAl RYMEN WOULD
RECElI VE THERE, WE THI NK WOULD PROVI DE STABI LI TY TO OUR DAI RYMEN
[N CHURCH LL COUNTY.

Q WH CH WOULD POTENTI ALLY | NCREASE THE PROFI TS FOR THE
COOPERATI VE AS A WHOLE; | S THAT RI GHT?

A, YOU CAN FOLLOW THAT ROAD DOMN, | SUPPOSE.

Q OKAY. AND THEN ULTI MATELY YOU WOULD RECEI VE - -

A BUT HONESTLY, YOU KNOW AS A BOARD MEMBER OF THE
COOPERATI VE, WE LI KE TO SEE THE COOPERATI VE MAKE A LITTLE
MONEY, BUT WHAT WE WOULD LI KE TO SEE | S DAI RYMEN MAKE MONEY.
THAT' S WHAT WE' RE | N BUSI NESS FOR

Q AND | DON T DI SAGREE WTH YOU ON ANY OF THAT.

A OKAY. MWELL, I'MJUST MAKING A PO NT OF CLARI FI CATI ON.
VE DON' T CARE | F THE COOP MAKES A TREMENDOUS AMOUNT OF MONEY,
WHAT VVE WOULD RATHER SEE I'S QUR DAl RYMEN BE PROFI TABLE.

Q OKAY. AND |F THE OVERALL PROFI TS | NCREASE, THOSE
PROFI TS ARE REDI STRI BUTED BACK TO THE COCPERATI VE MEMBERS; | S
THAT CORRECT?

A, THEY ARE.

Q OKAY. AND | WANT TO SH FT GEARS. | TH NK YOU TOUCHED
ONTH S ALITTLE BIT WTH MR VETNE, BUT | WANT TO JUST CLARI FY
IT FOR THE RECORD. HI LLSI DE DAI RY WAS THE ENTITY THAT
PARTI Cl PATED | N THE LI TI GATI ON PERTAI NI NG TO OUT- OF- STATE
PRODUCTI ON FOR M LK; 1S THAT RI GHT?
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A YEAH WE VWERE ONE OF THE MANY, BUT WE ENDED UP WTH QUR
NAME ON TOP OF THE LI ST.

Q | UNDERSTAND HOW THAT WORKS. SO TELL ME WHAT YQU
UNDERSTAND THAT LAWSU T TO HAVE BEEN ABQUT?

A VELL, THERE WAS A '97 AMENDMENT TO THE POCLI NG ACT, AND
VHAT THAT DD WAS, IS, | NSTEAD OF WHAT HAD BEEN PAST PRACTI CE
AT PO NT PLANT RECEIPT, IF IT WENT TO A CLASS 1 PLANT -- AND
['M GO NG OFF OF, THESE MEMORI ES ARE GETTI NG OLD NOW 18 YEARS
AGRO -- BUT THAT THERE WAS MONEY THERE THAT WAS REDI STRI BUTED
ACROSS THE CALI FORNI A POOL.  THEY TOOK A SWPE. YOU CAN ONLY
RECEI VE THE QUOTA PRI CE AT A CLASS 1 PLANT. | T WAS USUALLY,
EVEN WHEN YOU HAD THESE VARI ATIONS IN THE PRI CE, | T WAS ALWAYS
THE WORST OF. SO YQU EI THER GOT' QUOTA PRICE, OR I F THE QUOTA
PRI CE WAS H GHER THAN THE CLASS 1 PRI CE, WH CH CAN HAPPEN,

PRI CE AVERSI ONS, YQU STILL GOT' THE LOAER OF, YOU COULDN T CGET
THE CLASS 1 PRICE, ONLY IF I T WAS LONER THAN THE QUOTA PRI CE.
AND SO VEE LI VED WTH THAT, AND WE SAI D THAT, TO US, THAT WAS A
PRETTY CLEAR VI OLATI ON OF THE COMMERCE CLAUSE. AND IT TOXK A
LOT OF DO NG BUT WE EVENTUALLY ESTABLI SHED THAT VWE WERE RI GHT.

Q SO WHAT, WOULD YQU SAY IT WAS, YOUR POSITION WAS, IS
THAT THIS WAS A VI OLATI ON OF THE COMMERCE CLAUSE, VWHAT DO YQU
UNDERSTAND THAT TO MEAN?

A VELL --

MR BESHORE: MAY |?
MR OLSEN  |'M NO LAWER, SO I UNDERSTAND WHAT |
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UNDERSTAND.

MR BESHORE: | WOULD OBJECT TO FURTHER QUESTI ONS ASKI NG
MR. OLSEN TO ELABORATE ON THE LAWBUI T, THE LEGAL CONCEPTS. AND
SUCH IT'S NOTI' HELPFUL.

JUDGE CLIFTON:  YQU MAY, Ms. HANCOCK, ASK H M HOW HE
UNDERSTANDS THE RESULT AS | T | MPACTED H S OPERATI ON.

M5. HANCOCK: BUT, YOUR HONOCR, IF I MAY, | TH NK ONE OF THE
CRI TI CAL COVPONENTS |' M TRYI NG TO GET AT HERE IS THE PGCsI Tl ON
THAT THEY TOOK, AND THEN THE ULTI MATE RESULT. SO IF YOU WOULD
ALLOWV ME TO ASK THAT QUESTION, | THI NK WE COULD STREAMLI NE I T.

JUDGE CLIFTON:  ALL RIGHT. YQU WANT A TREATI SE ON THE
VI OLATI ON OF THE COMMERCE CLAUSE, OR -- WHAT DO YOU WANT FROM
TH'S W TNESS?

MS. HANCOCK: | WANT TO KNOW H S PERSPECTI VE ON THE
PCSI TI ON THAT THEY TOOK I N THI S LAWSUI T, NOT ON A TREATI SE ON
THE COMMERCE CLAUSE, BUT WHAT THEY BELI EVED WAS HAPPENI NG THAT
WAS | MPROPER

MR BESHORE: HE JUST ANSWERED THAT, THAT QUESTI ON
COVPLETELY.

JUDGE CLI FTON:  WELL, HE DI D SAY THAT HE FELT IT WAS A
VI OLATI ON OF THE COMMERCE CLAUSE TO RESTRI CT THEM TO THE LOWER
QUOTA PRICE OR CLASS 1, BUT YOU WANTED MORE DETAIL ON THAT?

MS. HANCOCK: | WANT TO KNOW WHY HE BELIEVES I T WAS A
VI CLATI ON, WHAT THE ACTI ONS OR ACTI VI TI ES WERE THAT WERE THE
VI OLATI ON.
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MR BESHORE: | OBJECT.

M5. HANCOCK: | WANT THE SUBSTANCE BEH ND | T.

MR BESHORE: HE TESTIFIED TO THE SUBSTANCE. HE -- HE
TESTI FI ED TO THE SUBSTANCE. | THINK TO ASK FOR FURTHER LEGAL
OVERLAY ON WHAT, ON THE SUBSTANCE OF I T, THE LONER OF PRICE, |
DON' T -- IT'S NOT USEFUL. | OBJECT TO IT.

M5. HANCOCK: HE WAS A PARTY TO A LEGAL ACTION. | WANT TO
KNOW WHAT THEIR PCSITION WAS AND IF IT'S, AND | THINK THAT IT
BEARS HEAVILY ON THE FACTS OF THI S CASE, AND THE LATER
PCSI TI ONS THAT PONDERCSA DAIRY WLL BRI EF FOR THE USDA. SO |
THNK IT S CRITI CAL FOR OUR PGSI TION TO FLUSH THI S OUT AND MAKE
SURE THAT IT'S ON THE RECORD.

JUDGE CLIFTON: MR COLSEN, ARE YQU GO NG TO BE HERE FOR ANY
OTHER DAYS OF THE HEARI NG?

MR OLSEN: | WASN T PLANNING ON I T, BUT | COULD.

JUDGE CLI FTON:  WELL, WASN T PLANNING ON I T.

DO YOQU HAVE A COPY OF THE HI LLSI DE DECI SI ON?

MS. HANCOCK: | HAVE AN ELECTRONIC COPY, | DON T HAVE A
HARD COPY W TH ME.

JUDGE CLIFTON:  ALL RIGHT. CAN YOU CALL TO HI' S ATTENTI ON
SOME OF THE LANGUAGE THAT YOU SPECI FI CALLY WANTED H M TO
EXPLAIN FROM H S PERSPECTI VE?

MS. HANCOCK: | COULD, BUT | WASN T | NTENDI NG TO EVEN GO
I NTO THAT MJUCH DETAIL. | JUST NEEDED TO KNOW THAT OVERALL,
OVERARCHI NG WHAT THEI R PCSI TI ON WAS AND VWHAT H S UNDERSTANDI NG
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OF THE RESULT WAS. | TH NK THE OBJECTI ONS HAVE TAKEN THI S | NTO
A MUCH MORE DETAI LED AREA THAN WHAT MY QUESTI ONS WERE EVER
DESI GNED TO ENGAGE | N.

MR HLL: YOUR HONOR?

JUDGE CLI FTON: MR HILL?

MR HLL: BRIAN HLL. WE MGHT BE GO NG INTO A LOT OF
ARGUMENT HERE. | DON' T WANT TH S TO GET TOO MJCH DEEPER,
BECAUSE | THI NK AT THI'S PO NT THE COURT REPORTER | S PROBABLY ON
HER LAST LEG SO FAR AT THE MOMENT, AND |F THIS IS GO NG TO TAKE
MUCH LONGER, | THI NK WE SHOULD BE SHOULD HAVE A BREAK AND THESE
PARTI ES CAN DI SCUSS THI S.

JUDGE CLI FTON:  WHAT | WOULD PREFER IS TO FINISH MR OLSEN
AND THEN GO TO LUNCH, BUT LET ME HEAR FROM YQU, SIR

MR VLAHOS:  JOHN VLAHGCS. "M GO NG TOJAON IN
MR BESHORE S OBJECTION, BUT ON A LI GHTLY DI FFERENT GROUND, THE
GROUND THAT WHAT |'S RELEVANT | S WHAT THE HOLDI NGS OF THE CASE
ACTUALLY WERE, AND NOT WHAT SOVEONE' S UNDERSTANDI NG OF I'T M GHT
BE, BECAUSE THE UNDERSTANDI NG MAY BE CORRECT OR | NCORRECT. AND
VWHETHER I T 1S CORRECT OR | NCORRECT, WHAT | S REALLY RELEVANT IS
VWHAT THE COURT HELD.

M5. HANCOCK: W TH ALL DUE RESPECT, | DI SAGREE. BECAUSE |
TH NK THAT MR OLSEN HAS TESTI FI ED ABOUT HI'S OPI NION OF WHETHER
DAI' RY FARMERS | N NEVADA SHOULD BE SUBJECTED TO THE PLANT BLEND
PRI CE AS A PAYMENT MECHANI SM UNDER THE NEW FEDERAL ORDER. SO
WHAT | WOULD LIKE TO BE ABLE TODIGINTO, AND I THINK IT IS FAR
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AND WTH N THE BOUNDS OF REASON, IS H'S OPI NI ONS EARLI ER ON
VWHEN THERE WAS DI SCRI M NATCORY PRI CI NG ALLEGED I N NEVADA, UNDER
THE CALI FORNI A SYSTEM

JUDGE CLIFTON:  NOW YQU HAVE JUST REFERRED TO THE PLANT
BLEND PRI CE, WOULD YOU DEFI NE THAT FOR US?

M5. HANCOCK: DID | SAY -- SAY PLANT BLEND? |'M SO SCORRY,
MAYBE | T | S BECAUSE WVE HAVEN T HAD LUNCH, | DON T KNOW  BUT
UNDER THE BLEND PRI CE, UNDER THE PROPOSED FEDERAL ORDER SYSTEM
IS WHAT | WAS REFERRING TO.  AND JUST FOR THE RECORD, |F | HAVE
SAI D PLANT BLEND PRI CE, | WAS REFERRI NG TO THE BLEND PRI CE
OVERALL. |, FOR SOVE REASON, GOT THAT STUCK | N My HEAD.

JUDGE CLI FTON: MR VLAHGS?

MR VLAHOS: |'MJUST GO NG TO STAND ON MY OBJECTI ON THAT
[T IS | RRELEVANT WHAT A W TNESS THI NKS | S THE RESULT OF A COURT
DECI SI ON, THAT THE COURT DECI SION | TSELF |'S THE ONLY RELEVANT
EVI DENCE.

JUDGE CLI FTON:  OF COURSE WHEN |' M I NVOLVED I N A DECI SI ON |
NEVER THI NK THAT, BUT --

MS. HANCOCK: AND | DON T DI SAGREE FOR THE LEGAL EFFECTS OF
THAT DECI SION, THAT' S NOT AT ALL My PO NT. M PO NT WAS
REALLY, | THOUGHT WE WERE GO NG TO BE ABLE TO ACCOMPLISH IT IN
A MATTER OF TWD TO FI VE QUESTI ONS, TO GET HI S UNDERSTANDI NG AS
A PARTY TO THAT ACTI ON, ESPECI ALLY AS A PERSON WHO | S
TESTIFYING I N TH S HEARI NG TGDAY.

JUDGE CLI FTON: OKAY. LET'S SEE FIVE MORE QUESTIONS. IT
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IS 1:12, ARE YQU AVAI LABLE AFTER LUNCH?
MR OLSEN  YES, | AM
JUDGE CLIFTON:  ALL RIGHT. SHALL VWE TAKE AN HOUR AND
FI FTEEN M NUTES? ALL RI GHT.
SO, PLEASE BE BACK AND READY TO O AT 2: 30.
(WHEREUPQON, A BREAK WAS TAKEN.)
---000 - -
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TUESDAY, SEPTEMBER 29, 2105 - - AFTERNOCON SESSI ON
JUDGE CLI FTON: BACK ON THE RECORD AT 2: 33.
MS.  HANCOCK?
BY M5. HANCOCK:

Q GOOD AFTERNOON, AGAIN. N COLE HANCOCK.

I WANT TO START, KIND OF BACK UP AGAIN AND CLARI FY THE
TERVS THAT | WAS USI NG

PLANT BLEND | S WHAT YOU CALLED THE M LK PAYMENTS THAT
YOU RECEI VED BEFORE 1997. | S THAT FAIR?

A. | USUALLY SAI D PO NT OF PLANT RECEI PT.

Q SO YOQU USUALLY SAI D WHAT?

A, PO NT OF PLANT RECEI PT.

Q OKAY. HAS I T BEEN REFERRED TO AS PLANT BLEND ALSO?

A, YOQU CAN SAY THAT I N THAT SENSE.

Q AND THEN BLEND PRICE IS THE PRI CE THAT WOULD BE PAID I F
THERE' S A FEDERAL ORDER | MPLEMENTED AS THE COOPERATI VES HAVE
PROPCSED I T. |S THAT FAIR?

A, THAT' S A GOCD UNDERSTANDI NG | THI NK.

Q | APOLOA ZE FOR THE CONFUSI ON EARLIER | HAVE HAD
LUNCH NOW SO HOPEFULLY | KEEP I T STRAI GHT.

OKAY. SO IN CALIFORNIA, OR I N PRODUCI NG BEFORE 1997
AND BEFORE THE CHANGE, BEFORE THE CDFA CHANGED THE REGULATI ONS
N 1997, YOQU RECEI VED THE PLANT BLEND OR THE PO NT OF PLANT
RECEI PT AS YOQU REFERRED TO | T?
A YES
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Q OKAY. AND DI D YQU VI EWTHAT PLANT BLEND, OR THE PO NT
OF PLANT RECEI PT, AS COVPENSATI ON FOR NOT' OMNI NG QUOTA PRI OR TO
19977

A. | NEVER THOUGHT OF IT I N THOSE TERMES.

Q OKAY. AFTER THE REGULATI ONS WERE CHANGED | N 1997 BY
THE CDFA, DI D THAT HAVE AN | MPACT ON THE AMOUNT OF MONEY THAT
YOU WERE RECEI VI NG FOR YOUR M LK?

A YES

Q OKAY. AND THEN DI D YOU DO AN ECONOM C ANALYSI S OF
VHETHER OR NOT YOU WERE GO NG TO CONTI NUE TO DELI VER M LK I NTO
CALI FORNI A BECAUSE OF THOSE CHANGES?

A YES

Q AND I T CALLED I NTO QUESTI ON WHETHER CR NOT YOU WERE
W LLING TO DELI VER OR VVERE ABLE FI NANCI ALLY TO DELI VER YOUR
M LK I NTO CALIFORNTA. | SN T THAT TRUE?

A NO |IT WAS STILL QUR BEST OPTI ON.

Q IT WAS NOI' AS GOOD OF AN OPTION AS I T HAD BEEN PRIOR TO
THE CHANGES, THOUGH, IS THAT FAIR TO SAY?

A, THAT' S FAIR

Q OKAY. AND YOU CONDUCTED THE ANALYSI'S, THE FI NANCI AL
ECONOM C ANALYSI S THOUGH, TO DETERM NE | F YOU COULD FI NANCI ALLY
CONTI NUE TO AFFORD TO SH P YOUR M LK I NTO CALI FORNI A?

A YES.

Q AND FROM THAT ECONOM C ANALYSI S, THAT WAS ONE OF THE
REASONS WHY YOU DECI DED TO FILE OR JO N THE LAWBU T THAT
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CHALLENGED THE | MPACT OF THE CHANGES OF THOSE REGULATI ONS THAT
CDFA | MPLEMENTED. | S THAT FAI R?

A, CORRECT.

Q AND IT WAS, WHAT YOU ALLEGED IN THAT LAWBUI T WAS | T HAD
A DI SCRIM NATORY EFFECT ON YOU AS A PRODUCER FOR BEI NG
QUT- OF- STATE?

A OKAY. THAT'S -- | THINK [|'MNOT A LAWER |'M NOT
GO NG TO DI SCLAIM ANYTHI NG | M GHT SAY HERE, THAT IF | GET THE
FACTS WVRONG AND | M SUNDERSTAND WHAT THE FACTS WERE OF THE
CASE, BUT | THINK I N GENERAL | AGREE W TH THAT STATEMENT.

Q AND | AM NOT ASKING FOR A LEGAL CONCLUSION. |'M JUST
ASKI NG FOR WHAT YOU UNDERSTAND FROM THAT LAWBUI T BACK AT THE
TI ME THAT YQU FI LED.

A UH HUH

Q IS THAT A YES, YOU UNDERSTAND THAT THAT' S WHAT WE' RE
TALKI NG ABQUT?

A. | UNDERSTAND THAT' S WHAT YOQU ARE ASKI NG

Q OKAY. SO BASED ON THAT UNDERSTANDI NG DI D YQU, AS A
PARTY TO THAT LAWSU T, JO N THAT LAWSU T BECAUSE YQU BELI EVED
THAT THE REGULATORY CHANGES HAD A DI SCRI M NATCORY EFFECT ON YQU
AS AN QOUT- OF- STATE PRODUCER?

A. AT THE TI Mg, YES.

Q OKAY. AND DO YQU HAVE A DI FFERENT OPI Nl ON ABQUT THAT
NOWP

A | HAVEN T THOUGHT ABQUT I T.
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Q YQU JUST SAID AT THE TIMg, SO |'M JUST TRYI NG TO
CLARI FY.

A OH WVELL, I MEAN, THAT WAS THEN, THIS IS NOW SO |
JUST HAVEN T THOUGHT ABQUT I T.

Q DO YOQU REMEMBER VWHAT YEAR YOQU FI LED THAT LAWBUI T?

A. | BELIEVE IN '97.

Q OKAY. AND THEN AFTER YQU FI LED THAT LAWSUI T, | T MADE
I TS WAY THROUGH THE COURT SYSTEM BUT ULTI MATELY ENDED UP W TH
THE SUPREME COURT; |S THAT RI GHT?

A YES.

Q OKAY. AND IS IT YOUR UNDERSTANDI NG THAT THE SUPREME
COURT AND THEN THE LATER ON THE DI STRI CT COURT RULED THAT THERE
WAS A DI SCRI M NATORY EFFECT ON YOU AS AN OUT- OF- STATE PRCDUCER
W TH THE CHANGES OF THOSE REGULATI ONS?

MR VLAHOS: OBJECTION, YOUR HONOR  JOHN VLAHOS. WHAT IS
RELEVANT | S WHAT THE -- |'M GO NG TO DI SAGREE W TH HER
CHARACTERI ZATI ON OF THE PGCsSI TI ON, BUT ACTUALLY VWHAT |'S RELEVANT
IS WHAT THE COURT' S ACTUALLY DI D, NOT W TH WHAT W TNESS
UNDERSTANDS THAT THEY DI D.

JUDGE CLIFTON: | HAVE TO AGREE WTH YOU, MR VLAHOS. DO
YOU WANT TO REWORD YOUR QUESTI ON I N ANY WAY, MS. HANCOCK?

M5. HANCOCK: WELL, YOUR HONOR, | DID ASK H M WHAT HI S
UNDERSTANDI NG WAS, AND |' M TRYI NG TO BUI LD TO THE OPI NI ON THAT
HE'S G VING TCDAY. SO |'M NOTI' ASKING H M FOR THE LEGAL
CONCLUSI ON, WHAT |'M ASKI NG H M IS WHAT HE UNDERSTOOD WAS THE
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| MPACT OF THAT RULI NG ON H S BUSI NESS.
JUDGE CLIFTON:  THAT'S A QUESTION |'LL ALLOWH M TO ANSVER.
WHAT DO YOU BELI EVE WAS THE | MPACT ON YOUR BUSI NESS OF THE
RULI NG OF THE COURTS?
MR OLSEN: | THINK IT TOOK SEVEN YEARS, AND THE NET | MPACT
N '04 WAS PCSI TI VE AFTER THE CONCLUSI ON OF ALL THE LAWBUI TS
AND THE SETTLEMENT.
BY M5. HANCOCK:
Q AND WHEN YQU SAY PCSITIVE, ISIT A FAIR
CHARACTERI ZATI ON THEN TO SAY THAT BEFORE THE CDFA CHANGED THE
REGULATIONS | N CALI FORNI A, YOU RECEI VED THE PLANT BLEND, AND
THEN AFTER I'T WORKED | TS WAY THROUGH THE COURT SYSTEM YQU THEN
AGAI N RECEI VED THE PLANT BLEND PRI CE?
JUDGE CLI FTON: DO YOU WANT TO USE H' S TERM NOLOGY RATHER
THAN THAT? DO YOU WANT TO USE?
M5. HANCOCK: SURE. THE PO NT OF PLANT RECEI PT.
JUDGE CLI FTON:  OKAY.
MR OLSEN:  OKAY. ASK THE QUESTI ON AGAI N, PLEASE.
BY M. HANCOCK:
Q IS IT YOUR UNDERSTANDI NG THEN, THAT BEFORE YQU
RECEI VED THE PO NT OF PLANT RECElI PT BEFORE 1997; 1S THAT RI GHT?
A YES
Q AND THEN AFTER ALL THE COURT MATTERS SHOOK OUT, THE NET
EFFECT WAS THAT YQU AGAI N RECEI VED THE PO NT OF PLANT RECEI PT?
A YES
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Q | HAVE NO FURTHER QUESTIONS. THANK YOU.
JUDGE CLIFTON: THANK YOU, MS. HANCOCK. WHO WOULD NEXT
LI KE TO QUESTI ON MR OLSEN?
MR VETNE: MR OLSEN, JOHN VETNE.
CROSS- EXAM NATI ON
BY MR VETNE:

Q | JUST FORGOT ONE OR TWO QUESTI ONS.

MODEL DAIRY | N RENO, |'S THAT AN | NDEPENDENT PROCESSI NG
FACILITY OR IS I T OMED BY A LARGER COVPANY?

A IT S OMED BY KI NG FOODS,

Q AND THAT OWNERSH P CHANGED AT SOME POl NT DURING THI'S
WHOLE PROCESS ALSO? DID I T USED TO BE | NDEPENDENT?

A. 1T WAS | NDEPENDENT AND |' VE FORGOTTEN WHAT YEAR | T WAS
SOLD, BUT IT'S BEEN SOME TIME. | THINK A GOOD 15 YEARS.

Q THAT'S ALL. THANK YQU.

JUDGE CLIFTON: THANK YOU, MR VETNE. DOES ANYONE ELSE
HAVE QUESTI ONS FOR MR OLSEN?
MR VANDENHEUVEL: THANK YOU. ROB VANDENHEUVEL, | THINK |
SPELLED I T EARLIER -- | KNOWI| SPELLED I T EARLIER
CROSS- EXAM NATI ON
BY MR VANDENHEUVEL:

Q M OLSEN, | JUST WANTED TO CLARI FY SOMETHI NG FOR THE
RECORD THAT WAS PART OF YOUR EXCHANGE W TH MS. HANCOCK A LI TTLE
BI T EARLI ER

THERE WAS A DI SCUSSI ON ABOUT THE DI FFERENCE BETWEEN
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YOUR PAY PRICE OF A, OF A PLANT BLEND, VERSUS BEI NG SUBJECT TO
THE POOLI NG REGULATI ONS | N CALI FORNI A AND RECEI VI NG THE MARKET
WDE OR POOL BLEND. DURI NG THAT DI SCUSSI ON | T WAS ASSUMED, AND
MY | NTERPRETATI ON, THAT | N THE QUESTI ON THAT | T WAS ASSUMED
THAT THE MARKET W DE BLEND | N CALI FORNI A WOULD BE LOAER THAN
YOUR PLANT BLEND THAT YOU ARE CURRENTLY RECEI VI NG AS PART OF
YOUR TRANSACTI ON THAT YOU SELL M LK. WAS THAT YOUR
UNDERSTANDI NG OF THAT QUESTI ON AS WELL?

A NO

Q OKAY. WOULD -- WOULD YOU AGREE W TH THE STATEMENT THAT
UNDER A CALI FORNI A FEDERAL M LK MARKETI NG ORDER SI M LAR TO
PROPCSAL NUMBER 1 THAT' S BEEN LAI D OUT BY THE COOPERATI VES,
THAT THE POOLED REVENUES UNDER THAT SYSTEM WOULD BE H GHER THAN
THEY ARE UNDER THE CURRENT POCLI NG REGULATI ONS OPERATED BY THE
STATE?

A. SO MAYBE | F A PO NT OF CLARI FICATION, |F WE RE TAKI NG
AND COVPARI NG OVER BASE TO THE PROPOSED FEDERAL ORDER POOL?

Q CORRECT.

A 1T WOULD BE H GHER

Q AND THAT WOULD BE DUE TO VAR OUS FEATURES OF THE NEW
PROGRAM BEI NG NATI ONAL CLASSI FI ED PRI CES, REGULATI NG
TRANSACTI ONS THAT ARE CURRENTLY | NTERSTATE COMVERCE AND NOT
REGULATED, BUT WOULD BE REGULATED UNDER THE FEDERAL M LK
MARKET| NG ORDER, THOSE TYPES OF THI NGS WOULD RESULT, THE NET
RESULT WOULD BE ADDI TI ONAL REVENUE | NTO THE CALI FORNI A MARKET

1254

BARKLEY

TRANSCRIPT OF PROCEEDINGS - VOLUME VI Court Reporters



© o0 ~N oo o b~ w DN P

NN NN R R R R R R R R R
g A W N P O © O N O O M W N B O

W DE POOL UNDER FEDERAL ORDER VERSUS THE CURRENT STATE ORDER?

A YES

Q AND SO WOULD YOQU AGREE THAT I T WOULD BE VERY DI FFI CULT
TO ASSESS WHETHER YOU WOULD BE BETTER OR WORSE OFF UNDER A
CALI FORNI A FEDERAL ORDER THAN RI GHT NOW SINCE WE DON T REALLY
KNOW WHAT THAT CALI FORNI A FEDERAL ORDER NONQUOTA END PRI CE W LL
BE, BECAUSE THERE IS A LOT OF VARI ABLES THAT WLL GO I NTO THAT?

A VELL, WE'RE HERE TO TALK ABQUT I T.

Q NO WE RE HERE TO TALK ABOUT I T, BUT I TH NK YOU WERE
ASKED EARLI ER I N THE LI NE OF QUESTI ONI NG WHETHER YOU WOULD,
THE QUESTION IS, WOULD YOUR PAY PRI CE BE LONER UNDER A
CALI FORNI A FEDERAL ORDER AS OUTLI NED I'N PROPCSAL NUMBER 1, AND
-- AND | THI NK THE LI NE OF QUESTI ONI NG VENT SOMETH NG ALONG THE
LINES OF, ARE YOU DO NG THAT BECAUSE OF THE GREATER GOCD OF
BEI NG ON THE DFA BOARD, AND THERE WAS THAT EXCHANGE, BUT
WOULDN T I T BE FAIR TO SAY THAT WE DON T REALLY KNOW HOW YCOUR
CURRENT PAY PRI CE WLL COVPARE TO A -- YOU CETTI NG THE MARKET
W DE BLEND, BECAUSE WE DON T KNOW WHAT THAT MARKET W DE BLEND
WLL BE?

A VEE DON T KNOWWHAT THE PROPOSED ORDER | S GO NG TO LOXK
LI KE. BASED ON PROPCSAL 1, THOUGH, WH CH WAS MY FRAME OF
REFERENCE, THAT' S WHAT | WAS REFERRI NG TO.

Q VELL, EVEN WTH PROPCSAL 1, WOULDN T YOU AGREE THAT THE
ANALYSI S THAT' S BEEN DONE, THAT' S WHAT THE | MPACT WOULD BE I S
FORWARD LOCKI NG, AND WE DON' T REALLY KNOW EXACTLY WHAT THAT

1255

BARKLEY

TRANSCRIPT OF PROCEEDINGS - VOLUME VI Court Reporters



© o0 ~N oo o b~ w DN P

NN NN R R R R R R R R R
g A W N P O © O N O O M W N B O

FI NAL NUMBER, HONMJCH H GHER I T WLL BE THAN THE CURRENT POCL
PRI CE?

A VELL, NONE OF US KNOAS WHAT THE FUTURE HOLDS, BUT IF
YOU DO THE LOOK BACK.

Q SO IT IS ENTIRELY PCSSI BLE THAT THE NONQUOTA BLEND
PRI CE UNDER PROPOSAL NUMBER 1, |F IN PLACE, COULD BE H GHER OR
LONER THAN WHAT YOUR DAI RY CURRENTLY RECEI VES FOR I TS M LK, WE
JUST DON T KNOW BECAUSE THERE' S A LOT OF NEW FEATURES I N THE
FEDERAL ORDER THAT ARE NOT | N PLACE TODAY IN THE CALI FORNI A
STATE ORDER?

A IT S IMPGCSSI BLE TO KNOW UNTI L THESE PROCEEDI NGS ARE
DONE AND SOVE FINALITY IS PUT TO TH S.

Q | AGREE. "M NOT TRYING TO TRAP YQU, | THINK I T WAS
UNFAI R TO ASK YOU WHETHER YOU WOULD BE BETTER OR WORSE OFF AS
YOUR OMN HI LLSI DE DAI RY UNDER CALI FORNI A FEDERAL ORDER, AND I T
WAS ASSUMED | N MY | NTERPRETATI ON OF THE QUESTI ONS AND THE
EXCHANGE, THAT I T WAS JUST ASSUMED THAT YOU WOULD BE WORSE OFF
AND THAT YOU WERE MAKI NG A DECI SI ON TESTI FYI NG WHEN YQU
ACTUALLY THOUGHT YOU WOULD BE WORSE OFF, WHEREAS | T SOUNDS LI KE
IN TH S QUESTI ON AND ANSVEER, THAT WE DON T KNOW WHETHER YQU
WOULD BE WORSE OFF OR BETTER OFF, YOU SEE VALUE IN MOVING IN
TH'S DI RECTI ON FROM A REGULATORY STANDPO NT, NOTW THSTANDI NG
VHETHER YOU ARE WORSE OFF OR BETTER OFF, SINCE WE DON T KNOW
THAT?

A VELL, | CAN TELL YQU TH'S, IF I WAS GO NG TO BE NET
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WORSE OFF, 1'M NOT GO NG TO BE IN FAVOR OF DONG IT. WHY
SHOULD I WANT TO CHANGE? BUT |'M HERE TCDAY, BECAUSE BASED ON
OUR COOPERATI VES ANALYSI S OF THI'S, AND THE | NTRANSI GENCE OF THE
CDFA, THAT VE THINK THIS IS A BETTER WAY TO GO. AND | F VE
DIDN' T TH NK THAT, | WOULDN T BE HERE. SO THERE'S ALWAYS A
SUPPGSI TI ON THAT WE COULD BE WRONG AND THAT' S WHAT YOU ARE
TRYI NG TO SAY, | TH NK

Q NO WHAT |'M SAYING | S YOU VERY WELL COULD BE BETTER
OFF, AND | DON T TH NK THAT WAS FULLY CAPTURED | N THE EARLI ER
QUESTI ONS.  BUT | AGREE, | TH NK YQU VERY WELL COULD BE BETTER
OFF PARTI CI PATING I N THE CALI FORNI A FEDERAL ORDER AS OPPGCSED TO
AN UNREGULATED TRANSACTI ON THAT YOU CURRENTLY OPERATE I N.
THANK YOU VERY MJCH.

MR SCH EK: MR OLSEN, BILL SCH EK W TH THE DAl RY
I NSTI TUTE. | JUST WANT TO FOLLOW UP ON ONE COMMVENT.
CROSS- EXAM NATI ON
BY MR SCH EK:

Q | THNK I HEARD YQU SAY THE | NTRANSI GENCE OF CDFA. DI D
YOU SAY THAT?

A. | BELIEVE SO

Q WHAT DO YOU MEAN BY THAT?

A UM | MAN, THERE S SO MANY DI FFERENT THI NGS THERE THAT
VE COULD LOOK AT, I'MJUST GO NG TO LEAVE THAT STATEMENT AS I T
IS

Q YOQU WERE AWARE THAT THERE WERE OTHER OPI NI ONS OTHER
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THAN THE OPI NI ONS OF PRODUCERS, PUT ON THE HEARI NG RECORD AT
CDFA?
A YES

JUDGE CLI FTON: ARE THERE ANY OTHER QUESTI ONS FOR
MR OLSEN? MR OLSEN, THANK YOU. YQU HAVE BEEN A TROOPER |
APPRECI ATE YOUR TESTI MONY VERY MJCH.

MR OLSEN. | HOPE | DIDN' T CAUSE ANY TROUBLE.

JUDGE CLIFTON:  NO, YQU DIDN T CAUSE TROUBLE, AND SO FAR,
YOU ARE THE ONLY PO NT OF VI EW FROM SOVEONE WHO CREATES M LK
SOVEPLACE OTHER THAN CALI FORNI A, AND THEN SH PS TO CALI FORNI A,
SO WE REALLY APPRECI ATE YOUR TESTI MONY.

MR OLSEN.  THANK YQU.

JUDGE CLIFTON:  ALL RIGHT. MR BESHORE, DO YOU HAVE A
SUGGESTI ON AS TO WHAT WE DO NEXT?

MR BESHORE: MARVIN BESHORE. | DO HAVE A SUGGESTI ON. THE
REPRESENTATI VES OF THE CALI FORNI A DAI RY CAMPAI GN, | UNDERSTAND,
ARE HERE, AND ARE PREPARED TO TESTIFY. AND | TH NK I F VW WOULD
YI ELD TO THEI R TESTI MONY AT TH' S TI ME.

JUDGE CLI FTON:  EXCELLENT. |F THERE'S MORE THAN ONE OF
YOU, WHY DON' T YOU COVE FORWARD AS A GROUP, AND EACH OF YQU
I DENTI FY YOURSELF, AND THEN WE' LL DETERM NE, YOU CAN DETERM NE
WHO WLL TAKE THE W TNESS CHAIR FI RST. SO YOU CAN COME TO THE
PCDI UM TO SAY YOUR NAME AND SPELL IT, IF THERE'S MORE THAN ONE
OF YOU.

M5. MCBRIDE: MY NAME IS LYNN MC BRIDE, L-Y-N-N-E,
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MC B-R1-DE, AND | CURRENTLY SERVE AS EXECUTI VE DI RECTOR OF
THE CALI FORNI A DAl RY CAMPAI GN\.

JUDGE CLI FTON:  OKAY.

MR MAGNESON: MY NAME IS SCOTT MAGNESON, S-C-OT-T,
MA-GNE-SONAND |I'"MALSO ON THE BOARD OF CALI FORNI A DAI RY
CAMPAI GN AND AN ORGANI C DAI RY PRCDUCER.

JUDGE CLI FTON: MR MAGNESON, AFTER MA-G N WHAT' S THE NEXT
LETTER?

MR MAGNESON:  E.

JUDGE CLIFTON: E

MR MAGNESON.  S-O N

JUDGE CLIFTON: OKAY. THANK YOU.

MR, CONTENTE: JOAQUI N CONTENTE, J-O-A-Q U-I-N,
GONT-EENT-E. | ALSO SERVE ON THE CALI FORNI A DAI RY CAMPAI GN
BOARD, AND |'M A DAI RY FARVER FROM HANFCRD, CALI FORNI A.

JUDGE CLI FTON:  NOW HAVE YOU DECI DED AMONG YOU ARE WHO
WLL TESTIFY FI RST?

MS. MCBRIDE: |'M PLANNING TO TESTI FY FI RST.

JUDGE CLI FTON:  YQU MAY TAKE THE W TNESS STAND. AND
GENTLEMEN, YOU MAY REMAIN HERE | N FRONT, |F YOU WOULD LI KE,
THERE ARE TWO CHAIRS RI GHT THERE. | F YOU PREFER TO (O TO THE
BACK CAN AGAI N, YQU MNAY.

MS. MCBRIDE: AND | HAVE HANDED COPI ES TO STAFF, THERE S
ADDI TI ONALS, SHOULD I --

JUDGE CLIFTON:  YES. AND YOU CAN HAVE THE GENTLEMEN HELP
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YOU DI STRIBUTE. | WANT ONE COPY BROUGHT TO ME, | WANT ONE COPY
BROUGHT TO THE COURT REPORTER, AND | F YOU HAVE ALREADY G VEN
THREE TO USDA AGRI CULTURAL MARKETI NG SERVI CE, THAT' S GOCD. AND
THEN | F YOU CAN DI STRI BUTE THROUGHOUT THE ROOM AS FAR AS THEY
GO, AND VE WON' T BEG N YOUR TESTI MONY UNTI L PECPLE HAVE A
CHANCE TO HAVE A COPY. AND WHAT NUMBER WLL TH S EXH BI T BE?

M5. FRISIUS: 27.

JUDGE CLIFTON:  THANK YOU. 27. |F YOU WANT A CCOPY AND
DON' T HAVE ONE RAISE YOUR HAND. SI X |S THERE SOVEONE WHO CAN
MAKE A FEW EXTRA COPI ES? THANK YOU. SO YOU WLL NEED ONE TO
WORK FROM

M5. MCBRIDE: | HAVE SOME EXTRAS. THERE S JUST ONE
CORRECTION IN I'T, I N THE VERSI ON.

JUDGE CLIFTON: ALL RIGHT. DON T MAKE COPI ES YET, ARE YQU
SAYI NG TH S WOULD BE BETTER TO COPY FROW?

M5. MCBRIDE: NO, |'"MJUST SAYING TH S HAS ONE ERROR IN I T.

JUDGE CLIFTON:  ALL RIGHT. SO GO AHEAD W TH THE CCPI ES,
THANKS.

DI D SOVEONE ALERT MR ENGLI SH TO THE STACGE OF THE
PROCEEDI NG WE' RE I N? THANKS. RAISE YOUR RI GHT HAND, PLEASE,
IF YOU WOULD LI KE A COPY.

VERY GOOD. ALL RIGHT. ['M GO NG TO SWEAR YOU IN IN A
SEATED PCSITION.  WOULD YQU RAI SE YOUR RI GHT HAND, PLEASE. DO
YOU SCLEMNLY SVEAR OR AFFI RM UNDER PENALTY OF PERJURY THAT THE
EVI DENCE YOU W LL PRESENT WLL BE THE TRUTH?
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MS. MCBRIDE: | DO

JUDGE CLI FTON: PLEASE STATE AND SPELL YOUR NAME.

M5. MCBRIDE: LYNNE MCBRIDE, L-Y-NNE, MC B-R-1-D-E.

JUDGE CLI FTON:  AND DO YQU HAVE A COPY IN FRONT OF YQU COF
YOUR STATEMENT, EXH BIT 277?

MS. MCBRIDE: | DO

JUDGE CLIFTON: ALL RIGHT. NOWN YOU ARE WELCOME TO JUST
TALK TO US, YOQU ARE WELCOVE TO READ IT INTO THE RECORD, YOU ARE
VELCOME TO G VE US SOMVE BACKGRQUND FI RST, HOMNEVER YOU W SH TO
PROCEED IS FINE WTH M

MS. MCBRIDE: GREAT. | THINK I'"M PLANNING TO READ I T I NTO
THE RECORD, |F THAT WORKS.

My NAME | S LYNNE MCBRI DE AND | CURRENTLY SERVE AS
EXECUTI VE DI RECTOR OF THE CALI FORNI A DAI RY CAMPAIGN, WHICH I'LL
REFER TO AS CDC. CDC | S A GRASSROOTS ORGANI ZATI ON REPRESENT
DAl RY FARM FAM LI ES THROUGHQUT CALI FORNI A, AND WE W\ERE
ESTABLI SHED I N 1992. THE TESTIMONY | WLL PRESENT TODAY IS
BASED ON PGSI TI ONS ADOPTED BY THE CDC BOARD OF DI RECTORS. CDC
IS A MEMBER ORGANI ZATI ON OF THE CALI FORNI A FARMERS UNI CON,
ESTABLI SHED HERE I N CALI FORNI A I N 1997, WHI CH | S A STATE
CHAPTER OF THE NATI ONAL FARVERS UN ON.
| WOULD LI KE TO BEG N BY THANKI NG THE UNI TED STATES

DEPARTMENT OF AGRI CULTURE FOR HOLDI NG TH S HEARI NG TO CONSI DER
PROPOSALS TO ESTABLI SH A FEDERAL M LK MARKETI NG ORDER | N
CALI FORNIA.  THE CALI FORNI A DAI RY CAMPAI GN STRONGLY SUPPORTS
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THE FEDERAL ORDER PROPOSAL PUT FORWARD BY THE STATE'S MAJOR
DAl RY COOPERATI VES, | NCLUDI NG CALI FORNI A DAIRIES, INC., DAIRY
FARMERS OF AMERI CA, INC., AND LAND O LAKES, INC. SINCE OUR
ORGANI ZATI ON WAS FOUNDED, WE HAVE CALLED FOR CALI FORNTA TO JAON
THE FEDERAL M LK MARKETI NG ORDER SYSTEM TO BRI NG OUR PRI CES AND
THE PROCESS FOR DETERM NI NG PRI CES, IN LINE WTH THE FEDERAL
ORDER SYSTEM  THE FAI LURE OF OUR STATE SYSTEM TO ALI GN PRI CES
PAI' D TO DAl RY PRODUCERS I N CALI FORNTA WTH PRI CES PAID IN THE
FEDERAL ORDER SYSTEM HAS COST DAI RY PRCDUCERS | N OUR STATE
MORE THAN 1.5 BILLI ON SI NCE 2010.
JUDGE CLI FTON:  THAT' S BI LLI ON DOLLARS?
M5. MCBRI DE:  CORRECT.

OUR ORGANI ZATI ON FI RMLY BELI EVES THAT THE ONLY WAY TO
RESTORE EQUI TY TO DAI RY PRCDUCER PRI CI NG I N OQUR STATE IS BY
JO NING THE FEDERAL M LK MARKETI NG ORDER SYSTEM  THE FEDERAL
ORDER PROPCSAL PUT FORWARD BY THE COOPERATI VES W LL
COVPREHENSI VELY ADDRESS OUR STATE'S UNI QUE MARKETI NG CONDI TI ON,
ALI GN DAI RY PRODUCER PRI CES HERE WTH PRI CES PAID IN THE
FEDERAL ORDER SYSTEM RESTORE ORDERLY MARKETI NG CONDI TI ONS AND
SUSTAI N DAI RIES ACRGCSS THE STATE. WE BELI EVE THAT ECONOM C
CONDI TI ONS WARRANT ADOPTI ON OF THE COOPERATI VES FEDERAL ORDER
PROPCOSAL.

ACCORDI NG TO THE 2015 CALI FORNI A DEPARTMENT OF FOOD AND
AGRI CULTURE (CDFA), "DAI RY STATI STICS AND TRENDS M D- YEAR
REVIEW" 1434 DAIRIES REMAIN I N OPERATI ON I N OUR STATE, A
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DECREASE OF MORE THAN 600 DAIRIES OVER THE LAST TEN YEARS,
ACCORDI NG TO CDFA DATA. CALI FORNI A DAl RY PRODUCER PRI CES
ROUTI NELY RANK LAST I N THE NATI ON, AND DAl RY PRODUCER | NCOMVE
CONTI NUES TO BE WELL BELOW AVERAGE PRCODUCTI ON COSTS.
STATEW DE, THE AVERAGE COST TO PRODUCE M LK NOW TOTALS $19. 12
PER HUNDREDWEI GHT, ACCORDI NG TO THE LATEST " CDFA STATEW DE COST
COVPARI SON SUMVARY. " THE LATEST DATA FROM THE " CALI FORNI A
DAl RY REVI EW | NDI CATED THAT THE OVERBASE PRI CE TOTALED $14. 32
N JULY, WELL BELOW AVERAGE PRODUCTI ON COSTS RESULTI NG I'N
MOUNTI NG LOSSES FOR DAl RY PRODUCERS ACRCSS THE STATE.

ALTHOUGH DAl RY PRCDUCER PRI CES DID | MPROVE | N 2014,
PRI CES HAVE REMAI NED WELL BELOW PRODUCTI ON COST THROUGHOUT 2015
AND ARE LI KELY TO REMAIN SO IN THE COM NG MONTHS.  IT IS
| MPORTANT TO RECOGNI ZE THAT ALTHOUGH PRI CES DI D | MPROVE LAST
YEAR, H GHER PRI CES DI D NOT LAST LONG ENOUGH TO MAKE UP FOR THE
TREMENDQUS LOSSES THAT DAI RY PRODUCERS HAVE | NCURRED | N RECENT
YEARS.

THROUGHOUT 2015, DAI RY PRODUCER | NCOVE HAS FAI LED TO
COVER AVERACGE PRODUCTI ON COST. COMVBI NED W TH THE GREAT
UNCERTAI NTY ABOUT WATER AND FEED AVAI LABILITY TO THE ONGO NG
H STORI C DROUGHT, DAIRY FARMERS I N CALI FORNI A TODAY FACE
UNPRECEDENTED ECONOM C CHALLENGES.

DAI RY FARMERS ARE PRI CE TAKERS, NOT PRI CE SETTERS, AND
THEY ARE NOT ABLE TO PASS ON ADDI TI ONAL COSTS, WHI CH MAKES
EQUI TABLE PRI CI NG REGULATI ONS ALL THE MORE | MPORTANT I N QUR
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STATE. DAIRY PRODUCERS I N CALI FORNI A SI MPLY CANNOT AFFORD TO
BE PAID SOVE OF THE LOAEST MAI LBOX PRI CES | N THE NATION, DUE TO
THE FAI LURE OF QUR STATE ORDER TO PAY DAI RY PRCDUCERS PRI CES
THAT ARE REASONABLE COWPARED TO OTHER STATES. JO NI NG THE
FEDERAL ORDER W LL END TH S LONGSTANDI NG | NEQUI TY AND W\E
SUPPORT THE COOPERATI VES FEDERAL ORDER PROPCSAL TO ESTABLI SH A
FEDERAL ORDER | N OUR STATE.

VEE CONTI NUE TO SEE A DECLINE I N THE NUMBER OF DAI RI ES.
VE BELI EVE A SI GNI FI CANT REASON FOR THE DECLI NE | N THE NUMBER
OF DAIRIES IN CALIFORNIA IS LARGELY DUE TO THE FACT THAT DAI RY
PRODUCERS | N QUR STATE ARE PAI D SI GNI FI CANTLY LESS THAN DAI RY
PRODUCERS | N THE FEDERAL M LK MARKETI NG ORDER SYSTEM A NUMBER
OF OUR DAIRY PRODUCER MEMBERS HAVE CLOSED THEIR DAIRIES I N
RECENT YEARS AND SOME HAVE CHOSEN TO MOVE THEI R DAl RY
OPERATI ONS TO OTHER STATES.

I T 1S I MPORTANT TO RECOGNI ZE THE FACTORS THAT
CONTRI BUTED TO THE DECI SI ON BY THESE DAI RY PRCDUCERS TO CLOSE
THEI R DAIRIES, AND HOWN I T RELATES TO THE FAI LURE OF OUR
CALI FORNI A STATE ORDER, TO ESTABLI SH M NI MUM PRI CI NG FORMULAS
THAT ARE EQUI TABLE COMPARED TO PRI CI NG FORMULAS I N THE FEDERAL
ORDER SYSTEM

VE HAVE SEEN MANY OF OUR DAI RY PRODUCER MEMBERS CLOSE
DOM THEI R OPERATI ONS BECAUSE THEY DI D NOT' SEE A FUTURE FOR
THEMSELVES HERE | N CALI FORNI A, LARCGELY DUE TO THE FACT THAT
DAl RY PRODUCER PRI CES ARE SOVE OF THE LOAEST | N THE NATI ON.
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DAI' RY OPERATI ONS OF VARI QUS SI ZES HAVE CLOSED OR MOVED TO OTHER
STATES, BECAUSE I T JUST DIDN T MAKE SENSE TO REMAIN | N
OPERATI ON HERE, G VEN THE ECONOM C HARDSHI P THEY ENDURED | N OUR
STATE. WE CONTI NUE TO SEE ADDI TI ONAL COAS SOLD BECAUSE THE
ECONOM C PRESSURE TO STAY I N BUSINESS | S SI MPLY TOO GREAT. ONE
LONGSTANDI NG MEMBER OF OUR BOARD OF DI RECTORS UNDERSTOCD THE
| MPORTANCE OF CALI FORNI A JO NI NG THE FEDERAL ORDER SYSTEM BUT
HE SI MPLY COULDN T AFFORD TO WAI T FOR CONDI TI ONS TO | MPROVE.
HE MOVED H S DAI RY OPERATI ON TO A FEDERAL CORDER STATE AND | S
NOW BEI NG PAI D CONSI DERABLY HI GHER PRI CES FOR THE M LK HE
PRODUCES.

VEE SI MPLY WOULD NOT CONTI NUE TO SEE SO MANY OF THESE
DAIRIES GO QUT OF BUSINESS | F QUR CALI FORNI A PRI CI NG SYSTEM
HAD PAI D DAI RY PRODUCERS AN EQU TABLE PRICE. IT IS VELL
DOCUMENTED THAT M LK PRODUCTI ON HAS BEEN ON THE DECLI NE EACH
MONTH OF THI'S YEAR AND THI'S TREND | S LI KELY TO CONTI NUE.

M LK PRODUCTI ON FI GURES I N JULY CONFI RVED THAT M LK
PRODUCT! ON DECREASED BY 3. 3 PERCENT DURI NG THAT MONTH,
ACCORDI NG TO CDFA' S "CALI FORNI A DAIRY REVI EW"  MANY CONTI NUE
TO QUESTI ON THE FUTURE FOR DAI RIES I N CALI FORNI A, UNLESS
CONDI TI ONS | MPROVE, AND ADCPTI ON OF THE COOPERATI VES PROPCSAL
TO ESTABLI SH A FEDERAL M LK MARKETI NG ORDER WOULD | MPROVE
CONDI TI ONS HERE CONSI DERABLY.

VE BELI EVE THE CALI FORNI A STATE ORDER FAI LS TO PAY
DAl RY PRODUCERS PRI CES THAT ARE EQUI TABLE COVPARED TO PRI CES
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PAID I N THE FEDERAL ORDER SYSTEM WE HAVE LONG HELD THAT THE
CALI FORNI A STATE ORDER DOES NOT @ VE ENQUGH CONSI DERATI ON TO
DAl RY PRODUCERS. WE HAVE PARTI Cl PATED | N NUMEROUS CALI FORNI A
DEPARTMENT OF FOOD AND ACGRI CULTURE HEARI NGS TO CONSI DER CHANGES
TO THE PRI C NG FORMULA. HOAEVER, DUE TO THE FACT THAT THE
CALI FORNI A SYSTEM G VES THE CDFA SECRETARY BROAD AUTHORI TY TO
DETERM NE DAI RY PRI CI NG PCLI CI ES, DAIRY PRODUCER PRI CES IN QUR
STATE ARE M SALI GNED W TH THE FEDERAL ORDER SYSTEM

THE DI SPARI TY BETWEEN OUR 4B CHEESE PRI CE AND THE
EQUI VALENT FEDERAL ORDER CLASS Il PRICE IS A SI GNI FI CANT
REASON FOR THE M SALI GNVENT IN PRI CI NG CONSI DERI NG THAT FROM
JANUARY THROUGH JUNE OF TH S YEAR, CHEESE PRODUCTI ON TOTALED,
45.5 PERCENT OF ALL M LK POOLED I N OUR STATE, ACCCRDI NG TO THE
CDFA DATA. THE AVERAGE DI FFERENCE BETWEEN THE CALI FORNI A 4B
AND THE EQUI VALENT FEDERAL ORDER CLASS |11 PRICE, TOTALED $1.89
PER HUNDREDWEI GHT ON AVERACGE FROM AUGUST 2012 TO TODAY.

WE REPEATEDLY TESTI FI ED DURI NG CALI FORNI A DEPARTMENT OF
FOOD AND AGRI CULTURE HEARI NGS TO CONSI DER CHANGES TO THE
PRI CI NG FORMULAS. DURI NG THE LAST HEARI NG CDFA SECRETARY
KAREN ROSS, GRANTED A ONE- YEAR TEMPORARY | NCREASE I N THE 4B
FORMULA THAT BROUGHT THE 4B PRI CE CLOSER TO THE CLASS |11
PRI CE.  WE WELCOMED THE PRI CE | NCREASE, WHI CH WE CONSI DERED
LONG OVERDUE, BUT IT IS | MPORTANT TO RECOGNI ZE THAT SECRETARY
ROSS DI D NOT GRANT THE | NCREASE TO BRI NG CQUR DAl RY PRCDUCER
PRI CES | N CLOSER ALI GNMENT W TH FEDERAL M LK MARKETI NG ORDER
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PRI CES, SHE GRANTED THE TEMPORARY | NCREASE TO PROVI DE
SHORT- TERM RELI EF TO DI ARY PRODUCERS AND ADDRESS THE CHALLENGES
CAUSED BY THE STATEW DE DROUGHT.

THE LATEST COST OF PRODUCTI ON DATA AVAI LABLE FROM CDFA
IS THE FI RST QUARTER OF 2015, WHI CH REPORTS THE COST TO PRODUCE
M LK I N THE STATE TOTALED $19. 12 PER HUNDREDWEI GHT. AGAIN, THE
CALI FORNI A MAI LBOX PRI CE FOR MAY WAS $14. 72 PER HUNDREDWEI GHT,
[ NDI CATI NG THAT | NCOVE THAT MONTH, WAS NEARLY 25 PERCENT BELOW
AVERAGE PRODUCTI ON COST.  SINCE THEN, PRI CES PAID TO PRODUCERS
HAVE CONTI NUED TO REMAI N SUBSTANTI ALLY BELOW PRODUCTI ON COST.

THE FACT THAT OUR STATE SYSTEM UNDERPAYS DAl RY
PRODUCERS COVMPARED TO OTHER STATES, HAS CAUSED CALI FORNI A DAI RY
FARMERS TO BE PAI D ON AVERAGE MORE THAN A DOLLAR PER
HUNDREDWEI GHT LESS THAN DAl RY FARMERS | N THE FEDERAL M LK
MARKETI NG ORDER SYSTEM LEADI NG TO MORE THAN $1.2 M LLION LGSS
N THE | NCOVE FOR THE AVERAGE SI ZED DAI RY SI NCE JANUARY 2011.
HAD OUR STATE SYSTEM PAI D CALI FORNI A DAl RY PRODUCER PRI CES THAT
VERE IN LINE WTH PRICES PAID IN OTHER STATES, THE LOSSES DAI RY
SUFFERED WOULD NOT HAVE BEEN AS GREAT AND MORE CALI FORNI A
DAl RI ES WOULD BE I N OPERATI ON TODAY. THE CLOSURE OF DAl RIES
CAUSES | RREPARABLE HARM TO THE LOCAL AND REG ONAL ECONOWY AND
THE SOCI AL FABRI C OF THE AFFECTED COVMUNI TI ES, ESPECI ALLY G VEN
THAT MANY OF THESE DAl RI ES HAVE BEEN | N OPERATI ON FOR
GENERATI ONS.

VEE, ALONG W TH OTHER DAI RY PRODUCER ORGANI ZATI ONS, HAVE
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CALLED FOR AN END TO THI S PRI CE DI SPARI TY. HOWNEVER, UP UNTI L
NOW THE CALI FORNI A DEPARTMENT OF FOCD AND AGRI CULTURE HAS
FAI LED TO RESTORE EQUI TY TO CQUR DAIRY PRI CI NG SYSTEM JO NI NG
THE FEDERAL ORDER THROUGH THE ADOPTI ON OF THE COCPERATI VES
FEDERAL ORDER PROPOSAL, WE SEE IS THE ONLY VI ABLE WAY TO
RESTORE EQUI TY TO OUR DAl RY PRI ClI NG SYSTEM

DESPI TE THE CHALLENGES FACED BY CALI FORNI A DAl RY
PRODUCERS, CALI FORNI A CONTI NUES TO BE THE NATION' S LEADI NG M LK
PRODUCI NG STATE, YET DAl RY PRODUCERS ARE NOT ABLE TO FI ND
MARKETS | F THEY WANT TO CHANGE TO A NEW BUYER. DUE TO THE
CONSQOL| DATI ON AND CONCENTRATI ON THAT EXI STS AND THE LACK OF
COVPETI TION I N THE MARKETPLACE, THE M NI MUM PRI CES ARE MORE
CRITICAL THAN I N OTHER PARTS OF THE COUNTRY WHERE MORE BUYERS
OF MLK EXIST. M N MM PRI CES ARE MORE | MPORTANT THAN | N ANY
OTHER TIME I N OUR STATE S H STORY BECAUSE OF THE NUMBER OF
DAl RIES THAT HAVE EXI TED AND THOSE THAT ARE LI KELY TO EXIT
UNLESS OUR STATE PRI CES ARE BROUGHT IN ALI GN WTH PRI CES PAI D
I N OTHER STATES.

THE UNPRECEDENTED STATEW DE DROUGHT CONTI NUES TO PUT
ADDI TI ONAL STRESS ON CALI FORNI A DAI RY PRODUCERS, DUE TO A
DECREASE | N WATER AVAI LABI LI TY THAT IS DECREASI NG THE ACREACE
PLANTED FOR FORAGE CROPS. A CALIFORNIA M LK ADVI SORY BOARD
REPORT ON THE DAI RY | NDUSTRY STATES, "THE ECONOM C HEALTH OF
THE CALI FORNI A DAl RY | NDUSTRY DEPENDS CRUCI ALLY ON A HEALTHY
LOCAL FORAGE | NDUSTRY TO SUPPLY SI LAGE, HAY AND OTHER FORAGES
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THAT ARE TOO BULKY TO ECONOM CALLY HAUL LONG DI STANCES. " IT
GCES ON TO EXPLAIN THAT CALI FORNI A DAIRY -- "CALI FORNI A DAl RY
FARMS USE NMAI NLY CALI FORNI A- PRODUCED FORAGE FEEDS AND GRAI NS
AND H GH PROTEI N FEEDS SHI PPED | NTO THE STATE FROM ELSEWHERE. "
DAI' RY PRODUCERS I N OUR STATE ARE GO NG TO CONTI NUE BE PAYI NG
FOR FORAGES TH S YEAR AND YEARS TO COVE, MAKING I T ALL THE MORE
CRI TI CAL THAT M NI MUM PRI CES | N OUR STATE ARE COVPARABLE TO
OTHER STATES.
I N ADDI TI ON, THE NEW DAl RY MARG N | NSURANCE PROGRAM
ESTABLI SHED | N THE LAST FARM BILL, IS BASED ON THE "ALL M LK"
PRICE, WHICH IS SIGNI FI CANTLY H GHER THAN A CALI FORNI A MAI LBOX
PRICE. DURI NG THE SIGN UP PERI CD FOR THE DAl RY MARG N
PROTECTI ON PROGRAM LAST FALL, | NFORVATI ON Cl RCULATED BY UC
DAVI S ESTI MATED THAT THE CALI FORNI A MAI LBOX PRI CE WAS
APPROACHI NG $2. 00 A HUNDREDVEI GHT LOMER THAN THE "ALL M LK"
PRI CE USED | N THE NEW PROGRAM  NOW UNDER THE NEW FARM BI LL,
DAl RY PRODUCERS | N CALI FORNI A ARE AT A GREATER DI SADVANTAGE DUE
TO THE FACT THAT PRI CES I N OUR STATE ARE S| GNI FI CANTLY BELOW
PRI CES PAID | N OTHER STATES, RESULTING I N FAR LESS OF AN
EFFECTI VE SAFETY NET FOR DAl RY PRODUCERS HERE WHEN MARG NS
DECLINE. ALSO, THE FACT THAT DAI RY PRODUCERS | N CALI FORNI A ARE
PAI D SI GNI FI CANTLY BELOW PRI CES I N THE REST OF THE COUNTRY,
MAKES | T MORE DI FFI CULT FOR THEM TO PARTI CI PATE I N RI SK
MANAGEMVENT PROGRAMS THAT DAl RY FARMERS | N OTHER STATES EMPLOY.
DAI' RY OPERATI ONS CANNOT CONTI NUE TO SUSTAIN CHRONI C
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LOSSES WHI LE THERE 1S CONSI DERABLE PROFI TABI LI TY EXPERI ENCED
FURTHER UP THE FOOD CHAIN. M NI MU PRI CES ARE PUT | N PLACE TO
ENSURE THAT DAI RY FARMERS ARE ABLE TO SHARE I N SOVE M NI MUM
LEVEL OF PROFI TABILITY. JO N NG THE FEDERAL ORDER SYSTEM W LL
ESTABLI SH EQUI TABLE M NI MUM PRI CES, | MPROVE THE OQUTLOOK FOR
DAI RIES ACROCSS THE STATE, AND ENABLE THE NEXT GENERATI ON OF
DAl RY PRODUCERS TO HAVE A BRI GHTER FUTURE THAN THE ONE THAT
EXI STS TODAY.

| JUST WANT TO CONCLUDE BY STATI NG THAT THE CALI FORNI A
DAI' RY CAMPAI GN STRONGLY SUPPCRTS THE COCPERATI VES PROPCSAL THAT
THEY HAVE PUT FORWARD, BECAUSE WE THI NK EFFECTI VELY ADDRESSES
KEY | SSUES | MPORTANT TO THE DAI RY PRCDUCES WE REPRESENT. THE
MAJOR | SSUES THAT WE CONSI DER PARAMOUNT TO A SUCCESSFUL FEDERAL
ORDER | NCLUDE: END- PRODUCT PRI CI NG FORMJLAS CURRENTLY USED | N
OTHER FEDERAL ORDERS, THE CONTI NUATI ON OF THE STATE QUOTA
SYSTEM EFFECTI VE M LK POOLI NG REGULATI ON, SI'M LAR TREATMENT OF
QUT- OF- STATE M LK, AND PRODUCER- HANDLER PROVI SI ONS, AS UNDER
OTHER FEDERAL ORDERS, FORTI FI CATI ON STANDARDS, AND OTHER
| SSUES.

OUR ORGANI ZATI ON STRONGLY BELI EVES THAT DAl RY PRCDUCERS
SHOULD BE PAI D UNI FORM PRI CES FOR MANUFACTURI NG M LK, AND THE
COOPERATI VES PROPCSAL WOULD ENSURE THI S PRI CI NG STANDARD. OUR
DAI' RY PRODUCER MEMBERS SUPPCRT THE CONTI NUATI ON OF THE STATE
QUOTA PROGRAM AND THE COOPERATI VES PROPOSAL WOULD ACHI EVE THI S
| MPORTANT GOAL AND ENSURE THE | NVESTMENTS MADE BY DAI RY
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PRODUCERS | N THE QUOTA PROGRAM REMAI N | NTACT. WE STRONGLY
SUPPORT A PASSAGE OF THE CALI FORNI A FEDERAL M LK MARKETI NG
ORDER ACT TO ENABLE CALI FORNI A TO RETAIN I TS QUOTA PROGRAM
UNDER THE FEDERAL ORDER SYSTEM  THE PROPCSAL PUT FORWARD BY
THE COOPERATI VES WOULD MAKE CERTAIN THAT THE QUOTA PROGRAM
WOULD CONTI NUE TO FUNCTION AS IT HAS, AND WLL BE ADM NI STERED
BY THE CALI FORNI A DEPARTMENT OF FOOD AND AGRI CULTURE. @G VEN
THE SI GNI FI CANT VALUE OF THE QUOTA PROGRAM THE | NVESTMENTS
THAT DAl RY PRODUCERS HAVE MADE | N THI S PROGRAM WE BELI EVE THAT
TS CRITICAL THAT I T CONTI NUE UNDER THE FEDERAL ORDER SYSTEM
AND THE COOPERATI VES PROPCSAL W LL ENSURE THE VALUE OF THE
QUOTA PROGRAM |'S MAI NTAI NED.

ONE KEY CHARACTERI STI C OF THE CALI FORNI A MARKET | S THE
AMOUNT OF MANUFACTURED M LK PRCDUCED I N CALIFORNI A, THE
POCOLI NG PROVI SI ONS | N THE COOPERATI VES PROPOSAL ARE ESSENTI AL
TO ESTABLI SH AND MAI NTAI' N ORDERLY MARKETI NG CONDI TIONS IN A
CALI FORNI A FEDERAL M LK MARKETI NG ORDER. WE CONSI DER THE
FEDERAL ORDER PROPOSAL PUT FORWARD BY THE COOPERATI VES TO
EFFECTI VELY ADDRESS THE DI STINCT M LK UTI LI ZATION | N THE
CALI FORNI A M LK MARKET, WHI LE AT THE SAME TI ME | NTEGRATI NG THE
CALI FORNI A FEDERAL ORDER W TH THE FEDERAL M LK MARKETI NG ORDER
SYSTEM AS A WHOLE.

VE SUPPORT THE PROVI SIONS | N THE COOPERATI VES PROPOSAL
THAT W LL ADOPT A FEDERAL M LK MARKETI NG ORDER DEFI NI TI ONS AND
REGULATI ONS FOR PRODUCER- HANDLERS; SI M LAR TREATMENT OF
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QUT- OF- STATE M LK AS UNDER FEDERAL ORDERS, ALLOMANCES FOR FLUI D
M LK FORTI FI CATI ON, AMONG OTHER ASPECTS OF THEI R PROPCSAL.

I N CONCLUSI ON, FOR FAR TOO LONG, CALI FORNI A DAI RY
PRODUCERS HAVE HAD TO ENDURE DI SORDERLY MARKETI NG CONDI TI ONS
DUE TO THE FACT THAT PRI CES PAI D TO DAl RY PRODUCERS | N OUR
STATE, WERE NOT EQUI TABLE COMPARED TO PRI CES PAID IN THE
FEDERAL ORDER SYSTEM WE URGE THE ADOPTI ON OF THE COOPERATI VES
ORDER PROPOSAL, BECAUSE | T WOULD ESTABLI SH ORDERLY MARKETI NG
CONDI TI ONS FOR CALI FORNI A DAl RY PRODUCER.

WE THANK THE UNI TED STATES DEPARTMENT OF AGRI CULTURE
FOR THE OPPORTUNI TY TO PRESENT OUR TESTI MONY TCDAY.

JUDGE CLIFTON: MS. MCBRIDE, DO YOU W SH TO ADD ANYTHI NG
BEFORE | | NVI TE QUESTI ONS?

M. MCBRIDE: NOT AT THI'S PO NT.

JUDGE CLIFTON: ALL RIGHT. THEN, WHO WLL BE THE FIRST TO
QUESTI ON M5. MCBRI DE?

MR BESHORE: MARVI N BESHORE.

DI RECT EXAM NATI ON

BY MR BESHORE:

Q GOOD AFTERNOON, MS. MCBRIDE.  THANK YOU FOR YOUR
TESTI MONY TCDAY, FOR COM NG HERE, AND YOUR SUPPCRT OF THE
COOPERATI VES PROPOSAL.  JUST A COUPLE OF QUESTI ONS ON YOUR
STATEMENT.

ON THE FI RST PAGE YOU | NDI CATE, THIRD FULL PARAGRAPH,
SINCE YOUR ORGANI ZATI ON WAS FOUNDED, YOU HAVE CALLED FOR
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CALI FORNI A TO JO N THE FEDERAL M LK MARKETI NG ORDER SYSTEM |
MAY HAVE M SSED | T, BUT WHEN WAS THE CALI FORNI A DAl RY CAMPAI GN
FOUNDED?

A IN 1992.

Q OKAY. AND YOU HAVE ADVOCATED FOR TH'S HEARI NG TODAY
SINCE THAT TIME, THEN, YOUR ORGANI ZATI ON HAS?

A CORRECT.

Q IS THAT CORRECT?

A, AND MANY | N THE ROOM HAVE BEEN CALLING FOR TH S FOR
DECADES.

Q NOT JUST THE CALI FORNI A DAI RY CAMPAI GN, BUT OTHER FOLKS
AS VELL?

A SOME OF OUR MEMBERS HERE AS WELL, WHO ARE PRESENT.

Q YES. YES. THANK YOU. OKAY. ON PAGE 3 YOU REFER IN
THE SECOND TO THE LAST PARAGRAPH AT THE BOTTOM TO COST OF
PRODUCTI ON DATA | N THE FI RST QUARTER OF 2015. COST PRODUCTI ON
DATA AVAI LABLE FROM CDFA. | THINK TH'S M GHT BE THE FIRST TI ME
THAT DATA SERI ES HAS BEEN TALKED ABOUT N TH' S HEARI NG

CAN YOU CAN YOU TELL US A LITTLE BI T ABOUT WHAT YQU
KNOW ABOUT HOW THAT DATA | S PREPARED AND | S THAT PUBLI SHED BY
CDFA?

A YES, ITIS. AND VE HAVE A WTNESS, SCOTT MAGNESON, VHO
WLL BE FOLLOWNG ME, WHO HAS GREAT EXPERTI SE IN TH S REPORT,
BECAUSE EACH WEEK VE TRACK TH' S NUMBER FOR OUR MEMBERS SO THAT
THEY UNDERSTAND WHAT THE AVERAGE COST DAl RY PRODUCERS ACROSS
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THE STATE ARE | NCURRI NG TO PRODUCE M LK IN THE STATE. AND THE
DEPARTMENT OF FOOD AND AGRI CULTURE |'S CHARGED WTH GO NG QUT
AND SURVEYI NG DAI RY PRODUCERS THROUGHOUT THE STATE OF

CALI FORNI A TO DETERM NE THE PRI CES, THE COST THAT THEY ARE

I NCURRI NG FOR PRODUCI NG M LK THROUGHOUT CALI FORNI A, SO VE FI ND
THOSE NUMBERS TO BE VERY MEANI NGFUL AS A GAUGE TO DETERM NE THE
HEALTH OF THE CALI FORNI A DAI RY | NDUSTRY AT ANY G VEN TI ME, AND
VE FIND I T THROUGHOUT 2015 TO BE VERY CONCERNI NG WHEN YQU
COWPARE THI' S COST OF PRCDUCTI ON FI GURE, YOU KNOW OVER $19 PER
HUNDREDWEI GHT, AND THEN THE OTHER, BE | T THE MAI LBOX PRI CES AS
| MENTI ONED HERE, $14.72 HUNDREDWEI GHT, REALLY G VES AN

I NDI CATI ON OF THE FACT THAT DAIRY PRODUCERS | N OUR STATE ARE
STRUGGLI NG SI GNI FI CANTLY.

Q SO THAT DATA THAT HAVE -- WE'LL AWVAI T MR MAGNESON S
FURTHER DI SCUSSI ON, BUT | F | UNDERSTAND YOU CORRECTLY, THAT
DATA | S COLLECTED, AND HAS BEEN COLLECTED SYSTEMATI CALLY, FOR
YEARS BY CDFA?

A YES.

Q AND PUBLI SHED? OKAY.

A.  AND EACH DAIRY -- WE HAVE A NUMBER OF DAI RY PRODUCERS
WHO PARTI Cl PATE I N THAT COST SURVEY AND THEY ARE VERY PRQUD TO
DO THAT, BECAUSE THEY TH NK THAT | NFORVATI ON | S REALLY
| MPORTANT TO GET QUT THERE ABOUT THE COST THAT THEY' RE
I NCURRI NG TO PRODUCE HI GH QUALITY M LK THAT THEY PRODUCE AT
THEI R OPERATI ONS.
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Q THANK YOQU. THEN JUST ONE OTHER QUESTI ON. ON THE FI NAL
PAGE, | T MAYBE OTHER PACES, YOU REFER TO THE | MPORTANCE OF THE
QUOTA PROGRAM TO CALI FORNI A DAI RY PRODUCERS. CAN YQU JUST
ELABORATE ON THAT OR MAYBE THE PRCDUCERS CAN WHEN THEY TESTI FY
A LITTLE BIT. | MAN, IS THE VALUE OF QUOTA, TO YOUR
KNOALEDGE, A SI GNI FI CANT ASSET ON THE BALANCE SHEETS OF NANY
DAl RY FARMERS | N CALI FORNI A?

A YES. |IT CERTAINLY IS DEFI NI TELY AN | MPORTANT ASSET FOR
DAI RY PRODUCERS. AND ALL ALONG AS VE HAVE TALKED ABOUT
JO NING THE FEDERAL M LK MARKETI NG ORDER SYSTEM WE THI NK THE
CONTI NUATI ON OF THE STATE QUOTA PROGRAM IS CRI TI CAL BECAUSE
AGAI N, BECAUSE OF THOSE | NVESTMENTS THAT HAVE BEEN MADE BY QUR
DAl RY PRODUCER MEMBERS OVER MANY YEARS | N OUR STATE QUOTA
SYSTEM

Q EARLIER IN TH' S HEARI NG AN ECONOM ST FROM THE USDA AM5
[ N WASHI NGTON TESTI FI ED ABOUT THE ECONOM C | MPACT ANALYSI S
VWH CH USDA PERFORMED ON THE PROPOSALS | N THE HEARING  AND SHE,
N THAT ECONOM C | MPACT ANALYSI'S, THEY PRQIECTED THAT AFTER A,
AFTER THREE DECI SI ON PO NTS, PERHAPS FOUR OR FI VE MONTHS | NTO A
FEDERAL ORDER UNDER DAI RY | NSTI TUTE' S PROPOSAL, THE VALUE OF
QUOTA WOULD ESSENTI ALLY, QUOTA PROGRAM WOULD ESSENTI ALLY END.
[ DON T TH NK YOU WERE HERE DURI NG THAT TESTI MONY, BUT IT' S
VRI TTEN UP.

A. | WAS LI STENI NG

Q OH GOCD. @GO0D. SO DO YOU HAVE, FROM YQU KNOW YOUR
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KNOALEDGE OF DAIRY PRODUCERS IN CALI FORNI A, DO YOU HAVE ANY
THOUGHTS ON WHAT THAT WOULD MEAN TO DAl RY PRODUCERS I'N

CALI FORNTA |'F, I N FACT, THE DAIRY I NSTI TUTE PROPCSAL WAS
ADOPTED AND A QUOTA PROGRAM HAD | TS DEM SE | N THAT FASHI ON?

A YES. YOU KNOW | T WOULD CERTAI NLY BE CONCERNI NG TO QUR
MEMBERS WHO HAVE | NVESTED | N QUOTA OVER THE YEARS, KNOW NG THAT
THE PROPOSAL THAT THEY ARE PUTTI NG FORWARD WOULD LEAD TO THE,
YOU KNOW CERTAI'N ELI M NATI ON OF THAT | MPORTANT PROGRAM SO |
WOULD SEE THAT AS, YOU KNOW BEING A MAJOR, ANOTHER MAJCR
REASON WHY WE PROPOSE THE DAIRY | NSTI TUTE' S PROPOSAL THAT THEY
PUT FORWARD.

Q THANK YQU VERY MUCH.  THANK YOQU FOR YQUR TESTI MONY.

JUDGE CLI FTON:  WHO NEXT WLL ASK QUESTIONS OF Ms. MCBRI DE?
YOU ARE THE LUCKI EST W TNESS TCDAY. THANK YOU SO MJCH.  YQU
MAY STEP DO

AND THE NEXT W TNESS MAY COVE FORWARD.

MR BESHORE: HAS EXHI BI T 27 BEEN RECEI VED.

JUDGE CLI FTON:  THANK YOU, MR BESHORE, NO |IT HAS NOI. IS
THERE ANY OBJECTI ON OF THE ADM SSI ON | NTO EVI DENCE OF EXH BI T
NUMBER 27? THERE IS NONE. EXH BIT 27 IS ADM TTED | NTO
EVI DENCE.

( THEREAFTER, EXHI BI T 27 WAS
RECEI VED | NTO EVI DENCE. )

JUDGE CLIFTON: | WOULD LI KE TO MARK TH S BEFORE | MAKE THE

COPIES. SHALL | MARK MR MAGNESON S STATEMENT AS EXH BI T 28?
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['M MARKING | T AS EXH BI T 28, AND WOULD A VOLUNTEER COME
FORWARD AND MAKE COPI ES FOR ME?
(THEREAFTER, EXHI BIT 28 WAS NMARKED
FOR | DENTI FI CATI ON.)
JUDGE CLIFTON:  ALL RIGHT. AND WE' LL TAKE JUST A M NUTE.
IF YOU HAVE A COPY, YOU ARE VWELCOMVE TO BEG N TO READ | T. WE'LL
VWAI'T JUST A M NUTE UNTIL EVERYONE HAS THOSE BEFORE WE GO
FORWARD W TH TESTI MONY.
ALL RIGHT. | THANK OUR VOLUNTEERS FOR HELPI NG MAKE THE
COPI ES. IS THERE ANYONE ELSE WHO NEEDS ONE? | F YOU WOULD
RAI'SE YOUR RI GHT HAND | F YOQU NEED A COPY. | T APPEARS WE HAVE
GOTTEN THEM ALL DI STRIBUTED. |IT IS NOW ABQUT 3: 29.
MR MAGNESON, |'M GO NG TO SVWEAR YQU IN IN A SEATED
POSI TION.  WOULD YOU Rl GHT HAND, PLEASE. DO YOU SOLEMNLY SWEAR
OR AFFI RM THAT THE EVI DENCE YOU W LL PRESENT WLL BE THE TRUTH?
MR MAGNESON: | DO
JUDGE CLI FTON: THANK YOQU. PLEASE BEG N BY STATI NG AND
SPELLI NG YOUR NAME.

MR MAGNESON:. SCOTT MAGNESON, S-GOT-T, MA-GNE-SON.
JUDGE CLI FTON:  AND YOU RE WELCOME TO G VE US A LITTLE
BACKGROUND BEFORE YOU CET | NTO THE STATEMENT | F YOU WOULD LI KE,

I NTRODUCE YOURSELF BY TELLI NG US WHAT YOU DO AND HOW YOU GOT
I NTO THI' S BUSI NESS, HOWEVER YOU WOULD LI KE TO PROCEED.
MR MAGNESON: | THINK |'LL JUST READ IT.
My NAME | S SCOTT MAGNESON AND |'M A DAl RY PRODUCER FROM
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BALLI CO, CALI FORNIA, WHERE | OMWN AND OPERATE A 650 COW ORGANI C
DAI' RY OPERATION. | CURRENTLY SERVE ON THE BOARD OF CALI FORNI A
DAl RY CAMPAI GN AND THE CALI FORNI A FARMVERS UNTON.  THE
CALI FORNI A DAIRY CAMPAI GN | S A GRASSROOTS CRGANI ZATI ON OF DAI RY
PRODUCERS AND A MEMBER ORGANI ZATI ON | N CALI FORNI A FARVERS
UNI ON, A STATE CHAPTER OF THE NATI ONAL FARMERS UN ON.

| GREATLY APPRECI ATE THE OPPORTUNI TY TO TESTI FY HERE
TODAY I N STRONG SUPPORT OF THE FEDERAL ORDER PROPOSAL PUT
FORWARD BY THE STATE' S COOPERATI VES, | NCLUDI NG CALI FORNI A
DAI R ES, DAl RY FARMERS OF AMERI CA, AND LAND O LAKES. IT IS WY
HOPE THI S PROPCSAL W LL PROVI DE DAl RY PRCDUCERS | N OUR STATE
M LK PRI CES THAT ARE IN LINE WTH THOSE PAI D TO DAl RY PRODUCERS
THROUGHOUT THE FEDERAL ORDER SYSTEM  ONE | MPORTANT ASPECT OF
THEI R PROPCSAL | S THAT IT WLL MAI NTAIN OQUR STATE QUOTA SYSTEM
VH CH DAl RY PRODUCERS HAVE | NVESTED | N OVER MANY YEARS.

MANY DAl RIES HAVE GONE OUT OF OPERATION I N CALI FORNI A
DUE TO THE FAI LURE OF OUR STATE SYSTEM TO CALCULATE PRI CES THAT
ARE FAI R COVWPARED TO OTHER STATES. BASED ON CDFA' S 2015 FI RST
QUARTER COST OF PRODUCTI ON FEEDBACK SHEETS FOR THE NORTH
VALLEY, THERE ARE 90 PERCENT COF THE DAl RIES ON THE STUDY HAVE A
NEGATI VE NET | NCOMVE. CALI FORNI A DI SCOUNT HAS COST THE
AVERAGE- S| ZE DAI RY PRODUCER I N OUR STATE MORE THAN $1.2 M LLI ON
JUST SINCE JANUARY OF 2011. THE GAP BETWEEN QUR PRI CES AND THE
FEDERAL ORDER PRI CES HAVE BEEN A Sl GNI FI CANT REASON FCOR THE
CLOSURE OF MANY DAl RIES ACROSS OUR STATE. MANY OF THE DAI RY
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PRODUCERS WHO REMVAIN, QUESTI ON WHETHER THEY W LL CONTI NUE | N
PART BECAUSE OF THE PRI CE DI SPARITY. PR CE D SPARI TY HAS ALSO
CREATED AN UNFAI R HARDSH P WHEN | T COMES TO THE NEWY ADOPTED
SAFETY NET OR THE MARG N PROTECTI ON PROGRAM  PRODUCERS | N
CALI FORNI A, BECAUSE OF QUR LOAER PRI CES, MJST PURCHASE A COSTLY
H GHER LEVEL OF COVERAGE, | N ORDER TO RECEI VE THE SAME BENEFI T
AS DAIRIES IN THE FEDERAL ORDERS. THE FACT THAT M LK PRI ClI NG
'S DI FFERENT HERE, MAKES I T DI FFI CULT FOR DAl RY PRODUCERS TO
| MPLEMENT RI SK MANAGEMENT STRATEQ ES.

I, AND MANY OTHER DAI RY PRODUCERS | N OUR STATE, HAVE
LONG UNDERSTOCD THAT WE ARE AT GREAT DI SADVANTAGE COWPARED TO
DAI' RY PRODUCERS | N THE REST OF THE COUNTRY DUE TO OUR STATE' S
MARKETI NG SYSTEM  OUR CURRENT SYSTEM DOES ALLOW FOR MORE
HEARI NGS, BUT FREQUENTLY THE RESULTS HAVE NOT BENEFI TED DAI RY
PRODUCERS. | N CONTRAST, THE FEDERAL M LK MARKETI NG ORDER
SYSTEM ENCOWPASSES A COVPREHENSI VE AND TRANSPARENT HEARI NG
PROCESS, WHICH IS, I N FACT, BASED IN MAXI M ZI NG DAl RY PRODUCERS
PARTI Cl PATI ON.  WE WELCOVE THI S HEARI NG PROCESS, AND | THANK
USDA FOR MOVI NG FORWARD TO CONSI DER A FEDERAL ORDER FCR
CALIFORNIA. | LOOK FORWARD TO THE ADOPTI ON OF THE COOPERATI VES
PROPGCSAL. THANK YQU.

JUDGE CLIFTON: MR MAGNESQN, |'S THERE ANYTHI NG YOU WANT TO
ADD TO THE WRI TTEN STATEMENT YQU JUST READ, BEFORE | | NVITE
OTHERS TO QUESTI ON YQU?

MR MAGNESON: | T WAS BROUGHT UP ABQUT THE CALI FORNI A COST
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OF PRODUCTI ON STUDY. THE STATE HAS A DEPARTMENT THAT ACTUALLY
SURVEYS ARCUND ROUGHLY TEN PERCENT OF THE PRODUCERS | N THE
STATE COLLECTING THE COST. THEY PUBLI SH THOSE ON A QUARTERLY
BASIS. SO THAT' S WHERE | GOT' THE | NFORVATI ON ABOUT THE NUMBER
OF PRODUCERS THAT WERE, HAD NEGATI VE | NCOVES, AND THAT' S ON
THEI R VEBSI TE.

JUDGE CLIFTON: IS IT A DI FFERENT TEN PERCENT EACH
QUARTERLY PUBLI CATI ON OR DO THEY GO BACK TO THE SAME PECPLE
OVER AND OVER?

MR MAGNESON. GENERALLY IT IS THE SAME PECPLE. YOQU CAN,
SOVE PECPLE DROP QUT, OF COURSE, DON' T WANT TO DO THE STUDY CR
GO QUT OF BUSINESS, THEN THEY TRY TO GET MORE PECPLE TO REPLACE
THEM BUT CGENERALLY IT'S THE SAME PECPLE.

JUDGE CLI FTON:  AND YOU MENTI ONED SOMVETHI NG ABQUT THE
NORTHERN VALLEY. WHAT WERE YOU SPEAKI NG OF?

MR MAGNESON: THEY BREAK THE COST OF PRODUCTI ON DATA | NTO
DI FFERENT CATEGORIES. THERE' S A NORTHERN CALI FORNI A, NORTH
VALLEY, SOUTH VALLEY AND THE SOUTHERN CALI FORNIA NOW SO, THEN
THEY COMBI NE THEM FOR THE COST COWMPARI SON ON A STATE BASI S.

JUDGE CLI FTON:  RIGHT NOWAS WE ARE SI TTI NG HERE IN CLOVI S,
WE' RE I N THE VALLEY; IS THAT CORRECT?

MR MAGNESON:  YEAH, THE NORTH VALLEY WOULD BE LI KE NORTH
OF FRESNO, NORTH OF HERE WOULD BE CONSI DERED THE NORTH VALLEY,
AND FRESNO SOUTH WOULD BE SOQUTH VALLEY.

JUDGE CLI FTON:  AND AT THE HEADI NG OF YOUR STATEMENT YQU
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HAVE A DI FFERENT NAME | N CALI FORNI A OTHER THAN BALLI CO. CAN
YOU TELL ME ABQUT THAT PLACE? |F YOU WOULD STATE | T AND SPELL
[ T?

MR MAGNESON: | ACTUALLY LIVE IN CRESSEY, CR-E-S-S-E-Y.
THE DAIRY IS ACTUALLY BETWEEN THE TWOD LI TTLE TOMS, AND SO THE
DAIRY IS IN BALLICO AND |' M I N CRESSEY.

JUDGE CLIFTON:  ALL RIGHT. WHO WOULD LI KE TO ASK QUESTI ONS
FI RST OF MR MAGNESON?

MR BESHORE: MARVI N BESHORE.

DI RECT EXAM NATI ON

BY MR BESHORE:

Q GOCD AFTERNOON, MR MAGNESON. THANK YQU FOR YOUR
TESTI MONY. JUST A COUPLE OF QUESTI ONS ABOUT THE CALI FORNI A
CDFA PUBLI SHED COST | NFORVATI ON THAT YOQU TESTI FI ED TO.  WHEN
YOU SAY THEY SURVEY ABOUT TEN PERCENT OF THE STATE, WHAT DO YQU
MEAN BY SURVEY? WHAT'S ACTUALLY | NVOLVED I N THAT PROCESS?

A, THEY COME QUT TO THE DAIRY AND REVI EWALL OF YOUR COSTS

ASSCCI ATED W TH THE DAI RY ENTERPRI SE. SO THEY W LL LOOK AT
YOUR FEED TAGS, HOW MJCH YOU ARE PAYI NG FOR FEED, WHAT YOUR
OTHER EXPENSES ARE. THEY DO I T AS AN ENTERPRI SE SO YOUR HEIl FER
RAI SI NG OPERATI ON WOULDN T BE THE COST ASSOCI ATED W TH THE,
I NCLUDED. ANY FEED THAT YOU RAI SE WOULD BE CONSI DERED WHAT THE
MARKET PRICE IS I F YOU HAD TO GO QUT AND BUY I T, SO THEY DON T
LOOK AT THE COST OF GROW NG YOUR CROPS.

Q OKAY. BUT SURVEY, IT IS NOT JUST A SI TUATI ON WHERE
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THEY SEND OUT A QUESTI ONNAI RE AND FARVERS MAIL I'T I N?

A, NO THEY ACTUALLY COVE QUT TO YOUR DAI RY AND REVI EW ALL
OF YOUR FI NANCI AL | NFORVATI ON.

Q OKAY. SO THE EMPLOYEES OF THE CALI FORNI A DEPARTMENT OF
FOOD AND AGRI CULTURE WHO ARE RESPONSI BLE FOR PUTTI NG THE DATA
TOGETHER, ACTUALLY PHYSI CALLY COME QUT AND, | N ESSENCE - -

A YES

Q -- AUDIT THE BOOKS AND RECORDS TO COME UP WTH THE --

W TH THE FI NANCI AL DATA FOR THE PUBLI SHED COST OF PRODUCTI ON?

A, THAT' S CORRECT.

Q NOW LET Mg, YOQU HAVE, IN EXH BIT 28 THERE ARE THREE
PAGES OF CHARTS AND TAPE.

JUDGE CLIFTON: NOW DID YQU SAY EXH BI T 28?7 BECAUSE |
MARKED H S STATEMENT AS EXHI BI' T 28.

MR BESHORE: OKAY. THE 28 THAT WAS PASSED QUT TO ME HAD
FOUR PAGES, AND IT HAD, IT HAD THE STATEMENT, AND THEN A BAR
GRAPH, A LINE GRAPH, AND A SPREADSHEET TABLE.

JUDGE CLIFTON:  NOW |I'S THAT YOUR ONLY COPY?

MR MAGNESON: NO, | HAVE OTHERS. | WASN T GO NG TO
I NCLUDE THOSE, BUT IT IS ALL RI GHT.

JUDGE CLI FTON:  SOMEHOW -- OH, LOOK, YOU HAVE COLORED ONES.
YOU ONLY HAVE BLACK AND WHI TE, WOULD YQU LI KE ONE OF HERS?

MR MAGNESON: NO, | HAVE SOME AT HOMVE.

JUDGE CLI FTON: ARE THEY CONFI DENTI AL OR CAN WE HAVE THEM?

MR MAGNESON:  NO, THEY ARE NOT CONFI DENTI AL, | JUST DIDN T
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KNOW WHETHER | NEEDED THI S.

JUDGE CLIFTON: OH, WE LOVE THI NGS LIKE THI S,

MR MAGNESON: | T'S JUST THE CHARTS THAT | DID ON MY OWN.
JUDGE CLIFTON: WELL, YOU KNOW MR MAGNESON AND | \ERE
SITTING UP HERE, AND WE WERE HEARI NG THE STAPLER BACK THERE AT
THE COPY MACHI NE, AND VEE FI GURED YOU WERE WORKI NG ON SOVETHI NG
ELSE OTHER THAN HI' S STATEMENT, WHI CH WE KNEW TO BE A ONE- PAGE

DOCUNENT.

MR. MAGNESON:  OKAY.

MR BESHORE: WELL, |F YOU DIDN T I NTEND TO SUBM T THESE, |
WASN T TRYING -- | M SUNDERSTOOD.

MR MAGNESON: WELL, THEY ARE OUT THERE, SO | F YOU HAVE, |F
YOU WANTED SOME CLARI FI CATION, | WOULD BE GLAD TO ANSVER YOUR
QUESTI ONS ABOUT I T.

BY MR BESHORE:

Q LET ME ASK YOU ABOUT THE FIRST ONE. NORTH VALLEY, CCST
SURVEY, PERCENT OF DAIRIES WTH A NET LOSS. |T SAYS AT THE
BOTTOM SOURCE, CDFA COST OF PRODUCTI ON FEEDBACK, | NCLUDES
ORGANI C HERDS. SO |'S THAT A CDFA DATA SET?

A YES. VELL, THEY DON T PUBLI SH THE NET | NCOVES TO THE
PUBLIC, BUT IT I'S A CALCULATI ON THAT YOU CAN RUN FROM THE
| NFORMATI ON THEY PROVI DE - -

Q OKAY.

A. -- ON THE FEEDBACK SHEETS.

Q AND YOU DI D THAT?
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A YES.

Q  THE I NFORVATI ON THAT -- YOU TOOK PUBLI SHED CDFA
I NFORVATI ON AND - -

A, DD SOVE MATH.

Q DD SOME MATH — OKAY. AND, FOR I NSTANCE, CURRENTLY I N
THE NORTH VALLEY SUBSET, YOU ARE SHOW NG I N EXCESS OF 80 CLOSE
TO 90 PERCENT?

A 90 PERCENT.

Q RUNNING AT LESS THAN THE COST OF PRODUCTI ON?

A YES.

Q OKAY. NOW THE SECOND GRAPH CONFUSED ME, AND THAT' S
VHY | WANTED TO ASK YOU A QUESTION ABOQUT IT. |IT SAYS CA
OVERBASE - FO, DO YOU MEAN FEDERAL ORDER OR WHAT DCES FO MEAN?

A, THAT WAS A FEDERAL ORDER

Q OKAY. FEDERAL ORDER ALL M LK, SO I'M NOT FAM LI AR WTH
THAT TERM NOLOGY. WHAT PRI CE DI D YOU MEAN THERE?

A VELL, THERE'S AN ALL M LK PRI CE THAT' S PUBLI SHED, THEN
THEY USE THAT IN THE --

Q OKAY. SO THIS WAS -- TH S WAS A SUBTRACTI ON CF THE
PUBLI SHED, THE USDA ALL M LK PRI CE FOR CALI FORNI A?

A. NOT FOR CALIFORNIA, FOR THE U. S.

Q OH THE US , OKAY. SO TH S WAS -- TH S WAS DONE TO
| LLUSTRATE THE | SSUES W TH THE MARG N PROTECTI ON PROGRAM?

A, YES, AND THE DI SPARI TY BETWEEN THE TWO PRI CI NG SER! ES.

Q OKAY. SOIT IS UNITED STATES ALL M LK PRI CE, AND WHI CH
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|'S USED I N THE MARG N PROTECTI ON PROGRAM?
A YES.
Q AND THE CALI FORNI A OVERBASE PRI CE?
A.  YES, | T REPRESENTS A BLEND PRI CE FOR MOST OF THE
PRODUCERS | N CALI FORNI A
Q BLEND PRICE ON ALL M LK THAT 1S NOT SUBJECT TO QUOTA?
A YES.
Q BASE QUOTA.  OKAY.
JUDGE CLIFTON: MR MAGNESON, WOULD YOU SCOOT YOUR CHAIR A
LI TTLE CLOSER, | THI NK THAT WLL BE WTH THE RI GHT DI STANCE.
BECAUSE YOU ARE TALL YOU MAY HAVE TO PO NT UP THE M CROPHONE,
JUST UPWARD, |F YOU CAN.
NOW MR BESHORE MAY HAVE GRASPED | MVEDI ATELY HOW TO
WORK THESE TWO AXI'S, | NEED HELP. SO IF YOU WOULD GO TO MOST
RECENT DOT ON YOUR GRAPH, YOUR SECOND GRAPH, THAT SHOWS JULY
2015, AND WHAT DOES THAT POl NT SHOW ME?
MR MAGNESON: IT'S THE -- IT'S THE AVOUNT OF DOLLARS PER
HUNDREDWEI GHT THAT CALI FORNI A' S OVERBASE PRI CE | S BELOW THE
NATI ONAL ALL MLK PRICE. SO IT'S ROUGHLY $2.40 OR SOVETH NG
LI KE THAT IN JULY.
JUDGE CLIFTON: THANK YOU. THAT'S VERY HELPFUL.
BY MR BESHORE:

Q OKAY. SO THE SPREADSHEET PART OF THE TABLE ON THE
TH RD PAGE, | THINK YOU M GHT HAVE TESTI FI ED ABOUT THI'S, WHAT
DO YOU CONSI DER THE AVERAGE HERD S| ZE | N CALI FORNI A?
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A, PROBABLY LI KE 1200 MORE THAN - -

Q YOQU USED A THOUSAND?

A. | USED A THOUSAND, YES, WTH A HERD AVERAGE OF 20, 000
POUNDS A UNIT.

Q OKAY. SO ON TH S TABLE YOU ATTEMPTED TO USE, WHAT,
UTI LI ZATI ON FI GURES FROM CALI FORNI A CDFA POCOL, AND THEN YQU
APPL| ED SOVE FEDERAL ORDER CLASS PRI CES TO THOSE TO GENERATE
THESE NUMBERS?

A YES.

Q TO TRY TO GET -- SO SOME OF THOSE YOU HAD TO REALLY
ESTI MATE BECAUSE YOU DON T HAVE, LIKE A SINGLE CLASS 1 PRI CE
FOR FEDERAL ORDER CLASS | PRICE IN CALI FORNI A?

NO, | THINK I USED LIKE A $1.70.
OKAY.

> O >

CAP.
Q THANK YOU. THANK YOU, MR NMAGNESON, | DON T HAVE ANY
OTHER QUESTI ONS.

JUDGE CLIFTON: YOU SEE, MR BESHORE GRASPS | NSTANTLY WHAT
YOU ARE PORTRAYI NG HERE. ME, NOT SO MUCH. SO WHAT DI D YQU
JUST TELL H M ABOUT USING THE $1.74 DI D YOU SAY?

MR MAGNESON: WELL, THERE'S A CLASS | BASE PRI CE, AND THEN
DI FFERENT REGI ONS OF THE COUNTRY HAVE DI FFERENTI AL CLASS |
DI FFERENTI AL.

JUDGE CLIFTON:  YES.

MR MAGNESON: SO | USED THE CLASS | BASE PRI CE, PLUS $1.70
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TO USE FOR WHEN | ' M CALCULATI NG THE UTI LI ZATI ON ON DI FFERENT
CLASSES, | WOULD USE THAT M LK PRICE. | USED THAT M LK PRI CE
FOR THE CLASS | PORTION OF THE UTI LI ZATI ON.

JUDGE CLIFTON: AND SO | F W LOOK AT THE BOTTOM OF THAT
GRAPH, AND |'M LOOKI NG AT 2014, DECEMBER, TELL ME AS | READ
ALONG THAT LI NE, WHAT THE Sl GNI FI CANCE OF THESE NUMBERS | S.

MR MAGNESON: THE $1.80 WAS PER HUNDREDWEI GHT PRI CE FOR
DECEMBER THAT WAS $1.80 PER HUNDREDWEI GHT LOAER THAN WHAT THE
FEDERAL ORDER LONER. THE CALI FORNI A BLEND PRI CE | S THAT MJCH
LONER THAN WHAT A FEDERAL ORDER BLEND PRI CE WOULD HAVE BEEN
USI NG THE FEDERAL ORDER CLASS PRI CES AND CALI FORNI A" S
UTI LI ZATI ON. SO WHAT | WAS TRYING TO SEE | S WHAT THE COST 1S
TO CALI FORNI A DAI RY PRODUCERS BECAUSE OF OUR LOAER CALI FORNI A
CLASS PRI CES.

SO DD A MONTHLY CALCULATI ON, AND THEN SUMVARI ZED ON
ANNUAL BASI'S, AND THEN THOSE ARE TOTALED UP AT THE BOTTOM FCR A
TOTAL COST OVER THAT PERI GD. ONE OF THEM WAS FROM 2009, ONE
WAS FROM 2011, AND THEN BELOW THAT IS LOOKING AT I'T WTH
DI FFERENT HERD SI ZES. SO | T BASI CALLY SHOAS THE COST TO THE
PRODUCERS FOR, BECAUSE OF QUR LOAER CALI FORNI A CLASS PRICES IS
VWHAT | TS TRYI NG TO SUMVARI ZE.

JUDGE CLI FTON: ALL RIGHT. AND SO BASI CALLY YOU HAVE HERE,
VHEN YOU STARTED FROM JANUARY COF 2009, YOU RE | NCLUDI NG ONE,
TWO, THREE, FOUR, FIVE, SIX YEARS WORTH OF DATA; IS THAT RI GHT?
N THESE, I N YOUR LI TTLE CHART AT THE BOTTOW
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MR MAGNESON:  YES.

JUDGE CLIFTON:  ALL RIGHT. BUT WHEN YOU RUN I T FROM
JANUARY OF 2011, YQU HAVE FOUR YEARS OF DATA THAT YQU ARE
SHOW NG,

MR MAGNESON:  YES.

JUDGE CLIFTON: ALL RIGHT. AND WHAT IS THE SI GNI FI CANCE | N
VWHETHER YOU GO CLEAR BACK TO JANUARY OF 2009 AND TELL US THE
AVERAGE OVER SI X YEARS, OR WHETHER YOU BEG N | N JANUARY COF
20117

MR MAGNESON: JUST CURIGSITY, | GUESS. | JUST WANTED TO
SEE, YOU KNOW | F THERE WAS MUCH, THAT MJCH OF A DI FFERENCE
GO NG BACK FURTHER OR LOOKI NG AT I T FOR A SHORTER PERI GD OF
TI ME.

JUDGE CLIFTON:  ALL RIGHT. | T APPEARS WHEN YQU | NCLUDE
THOSE TWD YEARS, 2009 AND 2010, THAT THI NGS ARE WORSE; |S THAT
Rl GHT?

MR MAGNESON:  YEAH, VE -- 2009 AND 2010 -- AND 2010 --
VERE WORSE, YEAH. |F YOU LOOK AT THE AVERAGE PER
HUNDREDVEI GHT, THERE' S $1. 26 GO NG BACK TO ' 09.

JUDGE CLIFTON:  WELL, I'M SO GLAD THAT SOVEBCDY BY ACCI DENT
MADE THESE COPI ES FOR US.

VWHO NEXT WLL ASK MR NMAGNESON QUESTI ONS? DR SCHI EK?

MR SCH EK: GOOD AFTERNOON. W LLI AM SCH EK W TH THE DAI RY
| NSTI TUTE.

111
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CROSS- EXAM NATI ON
BY MR SCHI EK:

Q MR MGESON, | JUST WANT TO MAKE SURE | UNDERSTAND THE
DATA THAT ARE | N THESE GRAPHS, AND SO | JUST HAD A COUPLE OF
QUESTI ONS.

W TH THE FI RST GRAPH, WHI CH IS "THE NORTH VALLEY COST
SURVEY - PERCENT OF DAIRIES WTH A NET LOSS" AND YOU SAI D THE
SOURCE WAS THE CDFA COST OF PRODUCTI ON FEEDBACKS; |'S THAT
Rl GHT?

A YES.

Q AND SO | PULLED THAT UP THERE. AM | RIGHT IN LOOKI NG
AT THE, LET'S SEE, NORTH VALLEY?

A. THERE S A TOTAL COST COLUWN.

Q OKAY. TOTAL COST. AND --

A.  AND THEN THERE' S AN AVERAGE M LK PRI CE OR GROSS M LK
PRI CE.

Q RIGHT.

A SO --

Q SO THE GROSS M LK PRICE |'S GROSS M LK RECEI PTS?

A YES.

Q SO THAT WOULD NOT | NCLUDE CATTLE SALES OR ANYTHI NG
ELSE, JUST PURE M LK, RIGHT? JUST THE M LK S| DE OF THE
BUSI NESS?

A YES.

Q THERE ARE, | BELIEVE, 61; IS THAT RIGHT? NO?
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A, YES. COULD BE. VAR ES BETWEEN 60 AND 61 OR 59
PRODUCERS.

Q 61. AND ACTUALLY, |'"M NOT CGETTING THE WHOLE PI CTURE
HERE, BUT -- SO FOR THE FI RST QUARTER | DETECT A LOW COST COF
ARCUND $14.34, AND WELL -- LET'S SEE. 20, H GH OF $26.32 PER
HUNDREDWEI GHT.  WOULD THAT BE AN ORGANI C THECRY, THAT $26. 32,
DO YOU THI NK?

A | HAVE TO ADM T THAT.

Q OKAY. OTHERW SE, THAT'S A REALLY W DE RANGE OF COST?

A YEAH | THNK IF YOU LOOKED AT THEI R GROSS RECEI PTS
FOR THAT DAI RY, PROBABLY BE H GHER, ALSQO

Q RGHT. AND DI D YOU | NCLUDE THAT IN DETERM NI NG WHETHER
THERE WAS A LGSS OR NOT?

A YES, THAT' S PROBABLY THE ONLY REASON I T IS NOT A
HUNDRED PERCENT.

Q OKAY. GO NG BACK TO YOUR TABLE ON THE LAST PAGE, WH CH
IS THE LOSSES. "LOSSES BASED ON CALI FORNI A'S CLASS UTI LI ZATI ON
AND FEDERAL ORDER CLASS PRI CES."

A UH HUH

Q I'"'MTRYING TO-- IS TH S TIED IN WTH THE COST DATA OR
IS TH'S JUST A DI FFERENCE I N PRI CES EXPRESSED OVER TI ME?

A, THOSE ARE JUST DI FFERENCE | N PRI CES.

Q OKAY. AND TO JUDGE CLI FFTON S PO NT ABQUT THE TWD
DI FFERENT PERI CDS YOU HAVE GOT' AT THE BOTTOM THERE, ONE BEI NG
LARGER THAN THE OTHER, |S THAT, AMI| RI GHT, THAT'S JUST BECAUSE
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YOU ARE SUMM NG, YOU HAVE GOT DI FFERENCES | N PRI CES OVER THE
WHOLE PERI OD WHERE THERE' S A GAP THERE. YOU ARE JUST SUMMONI NG
A LONGER PERI OD W TH GAPS, RIGHT? LONGER PERI OD, LOWER PRI CES,
AND THAT' S WHY THAT NUMBER, THAT SECOND NUMBER | S Bl GGER?
BECAUSE | T ALMOST LOOKS LI KE THE PRI CES - -

A VELL, | THI NK THAT WHEN | WAS EXPLAI NI NG TO HER THE
DI FFERENCE, | TH NK | HAD | T BACKWARDS, BECAUSE | THI NK THE ' 09
AND ' 10, THE TWO YEARS THAT WERE LEFT OFF, ACTUALLY, THE
MARG NS ARE NARROMER ON THOSE YEARS AND THAT' S VHY THE
DI FFERENCE |'S LESS THAN WHEN COVPARED TO BACK JUST TO 2011.

Q OKAY. LOOKI NG AT THE TOTAL COST ON THE FEEDBACK
REPORTS AGAIN, THERE' S A LOT OF -- THERE'S NUMBERS, LIKE I
SAID, $14.32 WAS THE LOMEST, AND 26 SOMETHI NG WAS THE HI GHEST,
BUT THERE' S SOVE THE 16, 17, 18, 19 RANGE. ARE THOSE
CONVENTI ONAL DAI RIES? THOSE ARE CONVENTI ONAL DAI Rl ES?

A YES.

Q VHY WOULD THERE BE SUCH A BI G DI FFERENCE | N COST
BETWEEN $14.32, FOR EXAMPLE, AND $19, THAT'S ABOUT, LET'S SAY
IT 1S $19. 32, THAT WOULD BE ABOUT $5 A HUNDREDWEI GHT?

A. | WOULD HAVE TO LOCK AT --

Q  OKAY.

A. -- THE INDIVIDUAL HERDS TO SEE. | T COULD BE M LK
PRODUCTI ON, | T COULD BE THE PRI CE OF THEI R FEED CONTRACT THAT
M GHT BE DI FFERENT, DI FFERENT TI ME PERIODS. SO --

Q ALL RIGHT.
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A.  COVPONENTS M GHT BE DI FFERENT, YOU KNOW

Q MY LAST QUESTION IS JUST, WHEN YOU WERE LOOKI NG AT THE,

I N BOTH CASES THE OVERBASE PRI CE AND THE FEDERAL ORDER | N THE
GRAPH WHERE YOU ARE LOOKI NG AT THE DI FFERENCE BETWEEN THE

CALI FORNI A OVERBASE AND THE U.S. ALL M LK PRICE, AND THEN THE
ONE WHERE YOU HAVE GOT THE DI FFERENCE BETWEEN THE FEDERAL ORDER
CLASS PRI CE AND THE CALI FORNI A OVERBASE PRI CE? CDFA ALSO

PUBLI SHES A STATEW DE BLEND. DI D YOU CONSI DER LOOKI NG AT THAT
PRI CE DI FFERENCE, AS WELL AS THE OVERBASE? |'M JUST ASKI NG
BECAUSE | T SEEMS LIKE, SEEMS LIKE THE BLEND WOULD BE MORE OF AN
APPLES TO APPLES COVPARI SON?

A YES, IT MGHT BE. |F THERE IS, YOU KNOW El THER
SERIES, | GUESS, WOULD PROBABLY G VE BASI CALLY THE SAME
RESULTS, THERE M GHT BE A LI TTLE DI FFERENCE, BUT IT'S -- |
TH NK THAT THE OVERBASE PRI CE REPRESENTS THE MAJORI TY OF THE
M LK I N THE STATE.

Q OKAY.

A PROBABLY.

Q SO I'MJUST LOOKI NG AT A COUPLE OF NUMBERS HERE, JUST
FOR COMPARI SON. AND | CAN -- | CAN PROVIDE THI'S, | F YOU WANT.
BUT THI'S | S DATA FOR 2012, FOR EXAVPLE. AND THE STATEW DE
OVERBASE | 'S $17.27 PER HUNDREDWE| GHT FOR DECEMBER, AND THE
STATEW DE BLEND |'S $18.65, SO 1T IS OVER A DOLLAR MORE | N TERMVB
OF REVENUE.

A LIKE| SAID, | TH NK PROBABLY 75 OR 80 PERCENT OF THE
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M LK I N THE STATE |'S GETTI NG OVERBASE, SO | THI NK THE MAJORI TY
OF THE PRODUCERS AND THE MAJORI TY OF THE M LK |'S RECEI VI NG LESS
THAN THE BLEND.

Q OKAY?

A. | MEAN, THERE' S JUST, YOU KNOW THE QUOTA REPRESENTS
SUCH A SMALL PART OF THE NUMBER OF PRODUCERS THAT WOULD GO | NTO
A STATEW DE BLEND VERSUS AN OVERBASE PRI CE.

Q BUT WOULDN T THE BLEND BE VI GHTED BY THE FACT THAT
THERE' S LESS QUOTA, TOO?

A. |'MLOOKI NG AT THE NUMBER OF PRODUCERS THAT ARE
AFFECTED, YOU KNOW

Q OKAY. THANK YOU.

JUDGE CLIFTON: DO YOU WANT TO WALK ME THROUGH THAT AS TO
VHY, G VEN THE QUOTA, VHY IT I'S THAT THE MAJORI TY OF THE
PRODUCERS AND THE MAJORI TY OF THE M LK ARE GETTI NG THE
OVERBASE, NOT THE BLEND?

MR MAGNESON: WELL, JUST, THERE'S A -- THERE' S JUST A
FI XED AMOUNT OF QUOTA AVAI LABLE FOR PRODUCERS, AND I T'S
DI STRI BUTED TO VERY FEW PRODUCERS, SO -- AND AS THE M LK
PRODUCTI ON HAS GROWN | N THE STATE OVER THE YEARS, AND QUOTA, NO
NEW QUOTA HAS BEEN DI WI ED OUT OR G VEN OUT, THE MAJORI TY OF
THE PRODUCERS | N THE STATE NOW HAVE VERY LI TTLE QUOTA, AND VERY
LI TTLE BIT OF M LK IS ACTUALLY COVERED BY QUOTA. MOST
PRODUCERS GET AN OVERBASE PRI CE.

JUDGE CLIFTON: THANK YOU. \HO ELSE WOULD LI KE TO QUESTI ON
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MR MAGNESON?
MR ENGISH CH P ENGLI SH FOR THE DAIRY | NSTI TUTE OF
CALI FORNIA.  THANK YQU, MR MAGNESON.
CROSS- EXAM NATI ON
BY MR ENGLI SH:

Q SO YQU HAVE | NDI CATED IN A COUPLE OF QUESTI ONS AND
ANSVEERS TO MR SCH EK ABQUT ORGANIC, AND | THI NK YQU | MPLI ED
TH'S, BUT LET'S GET IT CLEAR  YOU, YOURSELF, ARE AN ORGANI C
OPERATI QN, CORRECT?

A YES.

Q AND THE PAY PRI CE YQU RECEIVE FOR CRGANIC M LK |'S
SI GNI FI CANTLY H GHER THAN CONVENTI ONAL M LK, CORRECT?

A 1T 1S NOW TODAY.

Q I T 1S TCDAY.

A, YEAH  LAST YEAR IT WASN T.

Q VELL, LAST YEAR VE HAD RATHER HI GH CONVENTI ONAL PRI CES,
CORRECT? BUT YQU STILL RECEI VED MORE LAST YEAR THAN
CONVENTI ONAL M LK?

A YES, ALITTLE BIT.

Q OKAY. THAT'S ALL | HAVE.

JUDGE CLI FTON:  WHO ELSE HAS QUESTI ONS FOR MR MAGNESON?
MR RICHVOND: BILL RICHMOND, USDA. THANK YQU,
MR MAGNESON, FOR YOUR TESTI MONY.
CRGOSS- EXAM NATI ON
BY MR R CHVOND:
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DO YOU BELONG TO A COOPERATI VE?
NO | DON T.

o > O

YOU DO NOT. THAT'S ALL WE HAVE. WE APPRECI ATE I T VERY
MUCH  THANK YOU.
A. | NDEPENDENT.
JUDGE CLI FTON:  ARE THERE ANY OTHER QUESTI ONS OF
MR MAGNESON? |'S THERE ANYTHI NG YOU WANTED TO ADD,
MR MAGNESON?
MR MAGNESON: | WSH | DIDN T PUT THOSE GRAPHS | N THERE.
JUDGE CLIFTON: |'M GLAD YQU DID. THANK YQU VERY MJCH.
MR CONTENTE, YQU MAY BE SEATED. |'LL SWEAR YOU IN IN
A SEATED PCSI TION.  WOULD YQU RAI SE YOUR RI GHT HAND, PLEASE.
DO YOU SOLEMNLY SWEAR OR AFFI RM UNDER PENALTY OF PERJURY, THAT
THE EVI DENCE YOU W LL PRESENT WLL BE THE TRUTH?
MR CONTENTE: | DO
JUDGE CLI FTON: OKAY. THANK YOU. PLEASE STATE AND SPELL
YOUR NAME.
MR CONTENTE: JOAQUI N CONTENTE, J-O-A-Q U-I-N,
GCONT-EENT-E
MY PRESENTATI ON TODAY SHOULD BE FAI RLY BRI EF COVPARED
TO THE PREVI QUS TWO.
| WOULD LI KE TO, FIRST OF ALL, JUST STATE THAT I'M A
DAl RYMAN QUT OF HANFORD, CALIFORNIA. | HAVE GOT MY SON AND MY
DAUGHTER THERE THAT ARE THERE WTH ME ON THE DAIRY. My BROTHER
THAT WAS A PARTNER, PASSED AVWAY DUE TO AN ACCI DENT A LI TTLE
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OVER THREE YEARS AGO AND | SURE DO M SS HM ESPECI ALLY AT 53
YEARS OLD WHEN HE PASSED AWAY.

| WOULD LI KE TO THANK USDA, FIRST OF ALL, FOR ALL OF
THE HARD WORK THAT THEY ARE DO NG TO HAVE TH S PROCEDURE AND
TH'S PROCESS GO ON. | THINK I T I'S VERY | MPORTANT.

| APPRECI ATE ALL THE WORK THAT THE COOPS, THE THREE
MAJOR COOPS, THEIR PROPOCSAL THAT THEY PUT QUT. | THINK IT'S
BEEN LONG FORTHCOM NG BY THE DAl RY PRODUCER HERE I N THE STATE.
OUR ORGANI ZATI ON HAS ADVOCATED THI S PROCESS MANY, MANY YEARS
AGD. SO | DO APPRECI ATE ALL THE HARD WORK THAT' S BEEN GO NG
ON.

I N FACT, MY TALK TODAY IS GO NG TO BE THE DI SCUSSI ON ON
MAKI NG TH S PROCESS -- EXCUSE ME -- MAKING TH S PROCESS
WORTHWHI LE FOR HAPPENI NG | HAVE HAPPENED TO TRAVEL TO A
COUPLE OF DI FFERENT THI RD WORLD CQUNTRI ES, | NDI A AND SOUTH
AFRI CA ON SOMVE DAIRY MEETINGS THAT WE USED TO HAVE, SOMVE WORLD
DAl RY MEETINGS, | PARTICI PATED IN THOSE, AND SO | GOT A
FI RSTHAND LOOK OF WHAT | T'S LIKE TO BE I N THOSE COUNTRI ES. AND
VE TRAVELLED QUT TO THE COUNTRYSI DE TO GET A, TO SEE WHAT THE
REAL THI NG LOOKS LI KE QUT THERE, BECAUSE YOU HEAR ABQUT THESE
TH RD WORLD COUNTRI ES AND THEI R CONDI TI ONS AND SO ON.

VE ARE VERY, VERY FORTUNATE TO BE LIVING IN TH S
COUNTRY. MWy MOM AND MY DAD ARE BOTH | MM GRANTS FROM EVEN
THOUGH W MOM WAS BORN HERE, BUT SHE WAS S| X YEARS OLD WHEN SHE
VENT BACK TO THE AZURE | SLANDS.
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My DAD WAS NOT BORN HERE, BUT HE | MM GRATED HERE LATER
ON. HS FIRST TRIP WAS TO BRAZIL WTH H S BROTHER AND THEY HAD
A CASH- AND- CARRY DAI RY BUSINESS | N BRAZIL. HE WAS THERE FOR
TEN YEARS, HE WASN' T MARRI ED AT THE TI Mg, BUT HE, WHAT HE SAW
WAS HAPPENI NG | N BRAZI L WAS THE ECONOM C CLI MATE WAS SOVETHI NG
THAT HE DIDN T THI NK WAS VERY GOCD FOR THE FUTURE. HE WAS
STILL A YOUNG MAN AT THE TIME. SO HE DECI DED AFTER TEN YEARS
OF THE VERY VOLATILE MARKET I N BRAZIL TO GO BACK TO THE AZURE
| SLANDS AND HE MARRI ED MY MOM AND THEN HE EM GRATED TO THE
UNI TED STATES TO CALI FORNIA TO BE WTH THE BROTHER THAT WAS
THERE, THAT HAD EM GRATED I N 1920 WHEN HE WAS 20 YEARS QLD
BECAUSE HE WAS BORN -- THAT WAS MY UNCLE -- HE WAS BORN NOT YET
THE TURN OF THE LAST CENTURY.

AND SO MY UNCLE STARTED H' S FI RST DAI RY DOM I N
LOS ANGELES I N THAT AREA | N THE LATE, IN THE M DDLE 20' S,
AROUND 1926. AND THAT DAIRY DIDN T LAST TOO LONG DUE TO
HOOF- | N- MOUTH DI SEASE THAT TOOK THOSE CON6 QUT, SO HE HAD TO GO
BACK TO M LKI NG COA5 BY HAND, BY THE WAY, BACK I N THOSE DAYS,
FOR ANOTHER TWD YEARS, AND THEN HE MANAGED TO SAVE ENOUGH MONEY
TO START ANOTHER DAI RY THAT HE STARTED DOWN | N THE VALLEY IN
THE HANFORD- LEMOCRE AREA.

AND THIN I N 1950, WHEN My DAD RETURNED BACK TO THE
AZURES AND MARRI ED v MOM THEN HE CAME TO THE LEMOORE AREA,
AND THERE WERE PARTNERS, SEVERAL DI FFERENT PARTNERS W TH MY
UNCLE AT THAT TIME, SO TH S IS A DAIRY THAT WAS STARTED I N 1928
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THAT | HAVE TODAY.

THE PO NT I'M TRYI NG TO MAKE HERE | S THAT OUR BUSI NESS
'S MORE THAN JUST NUTS AND BOLTS, | T'S PEOPLE AND THEI R LI VES.
AND YOU ARE TALKI NG ABQUT PECPLE THAT PUT EVERYTH NG AT STAKE
TO LEAVE WHERE THEY WERE, TO GO OQUT AND START A NEWLIFE WTH A
TH RD GRADE EDUCATI ON. BOTH MY DAD AND MY -- AND MY UNCLE,
THAT WAS BASI CALLY EDUCATI ON THAT THEY WOULD RECEI VE BACK | N
THOSE DAYS IN THOSE | SLANDS.

NOW THESE PEOPLE WORKED EXTREMELY, EXTREMELY HARD TO
MAKE END' S MEET AND TO GET WHERE THEY GOI. WHEN | GRADUATED
H GH SCHOOL | N THE LATE '60'S, | HAD TO MAKE A DECI SI ON,
BECAUSE MY DAD DI DN' T GET MARRI ED UNTIL HE WAS LATE, HE WAS
ABQUT 40- YEARS OLD, MY UNCLE WAS ALREADY 18 YEARS OLDER THAN
THAT, AND THESE OLD GUYS HAD THESE FACI LI TY GO NG SMALL DAIRY,
180 CON5, 22 ACRES. AND | HAD RECEI VED A SCHOLARSH P BUT -- TO
GO TO FRESNO STATE -- BUT TO DO THAT AT THIS PONT IN LIFE WTH
THE SMALL DAI RY, THEY WERE NOT GO NG TO BE ABLE TO HOLD ONTO
[T. SO | MADE THE DECI SI ON TO STAY ON THE DAI RY AND DO My BEST
AND HELP THEM QUT. AND I T WAS A LITTLE BI T ROCKY AT FI RST WHEN
YOU ARE THE YOUNG KID COM NG I N, AND THE OLDEST PARTNER THAT' S
N THE DAl RY THERE, My UNCLE, WAS 50 YEARS OLDER THAN | WAS,
AND SO THI'S YOUNG KI D DCESN T KNOW NOTHI NG AND SO WE HAD TO
KNOCK OUR HEADS A FEW TI MES AND GO BACK AND FORTH, AND | WENT
AHEAD AND | MPLEMENTED SOVE EFFI CI ENCY PROCEDURES, AND CHANGES
N FEEDS AND THI NGS LI KE THAT, AND WE WENT FROM A SMALL 180- COW
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DAI'RY, AND THE 22 ACRES TO -- TODAY IT'S NOT A VERY LARCE
DAIRY, IT IS NOT EVEN AVERAGE, IT IS ONLY ABOUT 750 COAS THAT
VE' RE M LKING THERE, WE HAVE GOT ABOUT 500 ACRES OF GROUND, AND
VE RAI SE MOST OF OQUR OMNN FEEDS.

NOW THE PO NT |'M TRYI NG TO MAKE HERE |'S NOT ABQUT ME
OR WHAT HAPPENED TO ME, BUT THE ABILITY FOR US TO BE HERE
TODAY. NOW | TESTIFIED AT A USI TC HEARING ONE TIME, AND | HAD
A GENTLEVMAN FROM A LARGE CORPORATI ON THAT TESTI FI ED AHEAD OF
ME, SAYI NG THAT THE REASON FOR PROSPERI TY WAS THAT THESE TRADE
DEALS, THESE FREE TRADE DEALS, WERE GO NG TO MAKE PECPLE
PROSPEROUS.  NOW AFTER VI SITING AFTER VI SITI NG THE TH RD
WORLD COUNTRI ES, WHAT WAS M SSI NG I N THOSE COUNTRI ES THAT
CAUSED THOSE PECPLE NOT TO BE PROSPEROUS WAS THE RESOURCES,
SOUTH AFRI CAN DI AMONDS, COAL, | RON ORE, LOTS OF FI SHING LOIS
OF LAND, LOTS OF SUN. NO, IT WASN' T THAT. I N | NDI A, SAME.
SAME THI NG YQU COULD SAY ABOUT I NDI A, LOTS OF RESQURCES THERE.
BUT ONE THI NG WAS M SSING I N THESE COUNTRI ES THAT LACKED FOR
PEOPLE TO BE PROSPEROUS. AND ALL YOU GOT TO DO IS | DENTI FY THE
COUNTRI ES OF THE WORLD THAT ARE PROSPERQUS, AND THEY ALL HAVE
TH'S, IT S CALLED DEMOCRACY. | T'S CALLED THE ABILITY FOR
PEOPLE TO EMPOAER THEMSELVES, TO GET A PI ECE OF THE DREAM

WHAT THI' S HEARI NG THAT' S GO NG ON HERE TODAY, IT'S A
VERY LONG PROCESS, IT'S A VERY THOROUGH PROCESS, | T'S NOT EASY,
BUT IT'S WHAT -- I T'S WHAT HELPS PRODUCERS TO BE ABLE TO CET A
Pl ECE OF THAT DREAM
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AND SO AT THE END OF THE DAY -- AND | DON T KNOW WHEN
THAT DAY IS GO NG TO BE FOR THESE HEARI NGS HERE I'N CALI FORN A,
BUT SOUNDS LIKE IT IS GO NG TO BE SEVERAL MONTHS -- AT THE END
OF THE DAY, THERE'S GO NG TO BE PROBABLY SOME PROCESS THAT' S
GO NG TO HELP PROCEDURES. AND I T'S NOT GO NG TO BE THE TOTAL
ANSVER, I T'S JUST GO NG TO BE A SMALL PI ECE OF WHAT NEEDS TO BE
DONE.

JUST TO G VE YOU A GLI MPSE OF WHAT' S HAPPENED I N MY
AREA, I N HANFORD, CALIFORNIA, FIVE M LES FROM WHERE MY DAIRY | S
VE HAVE LOST ALREADY OVER 16 DAI RY FARMS THAT ARE GONE FOREVER
VE HAVE HAD SOVE VERY GOOD TOP REGQ STERED HERDS SOLD QUT. WE
HAVE HAD SOVE GOOD OPERATCORS THAT DECI DED TO THROW I N THE
CH PS, WHY FI GHT THE FI GHT WHEN YOU CAN PLANT TREES AND KI CK
BACK, AND GET $4 TO $5 A POUND FOR YOUR NUTS. BY THE WAY, THE
REASON THOSE NUTS ARE SO HI GH IS BECAUSE THERE | S A LOT OF
BUYERS, |IT IS NOT A CONCENTRATED MARKET LIKE OQURS IS. A LOT CF
| NDEPENDENT BUYERS OUT THERE. | N THE ALMOND | NDUSTRY, THERE S
OVER A HUNDRED | NDEPENDENT BUYERS OQUT THERE, KNOCKI NG ON YOUR
DOOR TO BUY YOUR ALMONDS.  NOT SO MUCH | N THE WALNUTS, BECAUSE
THE WALNUTS HAS BEEN AN OLDER | NDUSTRY THAT'S BEEN ARCUND | N
OUR AREA FOR AWH LE SO I T'S A LITTLE MORE CONCENTRATED. THAT' S
ONE OF THE REASONS THAT THE ALMONDS ARE SO MUCH BETTER. I T'S A
NEVER | NDUSTRY, YOUNGER | NDUSTRY.

SO TH'S COM NG FRI DAY, WHICH | S A COUPLE DAYS AWAY, ONE
OF My CLOSEST NEI GHBORS TO ME HE'S BEEN I N BUSINESS, H' S FAM LY
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HAS BEEN | N BUSI NESS A LI TTLE BI T LONGER THAN H STORY THAT |
HAVE -- I N FACT, IN 1964, WHEN | WAS 14- YEARS OLD, THEY HELPED
US MOVE FROM A RENTED FACI LI TY THAT WE HAD TO THE FACI LI TY THAT
VWE ARE ON NOW W TH THEI R 16- FOOT, '50 CHEVY FLATBED PANEL
TRUCK, THAT OUR SMALL HERD THAT WE HAD, HE HELPED US MOVE, HI S
GRANDFATHER, TO THE DAIRY. THEY ARE GO NG TO BE SELLI NG THEIR
750 COWHERD, DOMN THE ROAD A M LE FROM ME. THERE' S ONLY GO NG
TO BE ONE DAIRY THAT'S PROBABLY WTHIN A M LE, NEXT DAIRY IS
PROBABLY ABOUT TWD M LES AWAY. AND WE HAVE ALREADY LOST, LIKE
I SAID, OVER 16 WTHI N FI VE-M LE RADI US.

THE LANDSCAPE OF THE DAI RY | NDUSTRY IN CALIFORNIA IS
SHRI NKI NG NOT' SO MJUCH | N COA5, EVEN THOUGH WE ARE LCSI NG A LOT
OF CATTLE, I GO TO THE LOCAL CATTLE SALE OVER IN THE STOCKYARD,
TS A MMJOR CATTLE SALE FOR DAIRY COA6 | N THE NATI ON.  AND
OVER 50 PERCENT, BETWEEN 50 PERCENT AND TWO- TH RDS OF THE COW6,
THE HEI FERS, EXCUSE ME, OF THE HElI FER SALE THAT THEY HAVE EVERY
FI RST WEDNESDAY OF THE MONTH, OVER 50 PERCENT, TWO- THI RDS, ARE
LEAVI NG THE STATE. THOSE COAS ARE NOT GO NG TO BE HERE. THOSE
HEI FERS ARE NOT' GO NG TO BE HERE. AND WE HAVE SEEN A REDUCTI ON
N OQUR M LK PROCDUCTION I N THI S STATE. THERE'S A REASON FOR
THAT.

AND MY PROJECTI ONS FOR THE FUTURE, |IT'S ONLY
PRQIECTI ONS, THEY DON T MEAN NOTHI NG, BUT | WOULD SAY THAT I N
THE FUTURE YOU ARE GO NG TO SEE M LK PRICES | N CALI FORNI A EQUAL
TO WSCONSIN OR HHGHER. I T'S THE ONLY WAY YOU ARE GO NG TO
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HAVE M LK I N CALIFORNTA I N THE FUTURE. | T MAY TAKE A FEW
YEARS, BUT W TH WHAT WE' RE SEEING I N THE NUTS, EVERY LITTLE
PI ECE OF GROUND, TWD ACRES, FIVE ACRES, |T DOESN T MATTER,
DAl RIES THAT SELL OUT, CGROUND UP, TREES ARE | N BEFORE YOU KNOW
[T, ALMONDS ARE I N PRODUCTI ON IN THREE YEARS. | T'S CRAZY. NOT
TO MENTI ON THE WATER CRISI'S.  TREMENDOUS AMOUNT OF DRI LLI NG
GO NG ON QUT THERE, AND SOVE SHORTAGES I N CERTAIN PARTS OF THE
STATE. NOT' SO MUCH | N OQUR AREA, JUST A LOT OF DRILLING IN OUR
AREA, VERY EXPENSI VE DRI LLING BUT IF YOU GOI NUTS YOU CAN
AFFORD IT. AND SO THE TREND IS THAT YOU ARE GO NG TO SEE FEWER
DAIRIES, LARGER DAIRIES, AND IT'S GONG TOBE -- IT'S GONG TO
BE A DI FFERENT LANDSCAPE.

AND THE PO NT |'M TRYING TO MAKE | S THAT THI S PROCESS
IS A VWAY TO HELP ENSURE FOR PROSPERI TY FOR DAI RY FARMERS. AND
| THANK USDA AND THE JUDGE FOR ALL THE WORK SHE'S DA NG AND
THE COOPS FOR PUTTI NG THE PROPCSAL FORWARD TO HAVE CALI FORNI A
CGET IN THE FEDERAL ORDER.  LIKE | SAID, IT'S ONLY A SMALL FI X,
BUT ITIS AKX AND I THANK YQU.

JUDGE CLI FTON: MR CONTENTE, YOU ARE QU TE ELOQUENT AND

YOU HAVE HAD A RI CH EXPERI ENCE. THANK YOU FOR YOUR TESTI MONY.

VWHO WOULD LI KE TO ASK THE FI RST QUESTI ONS OF
MR CONTENTE?

VHAT, IS IT ALREADY 5:00? I T IS ONLY 4:13, FOLKS. SEE
VWHAT HAPPENS WHEN YOU DON T HAVE CHARTS. ARE THERE ANY
QUESTI ONS FOR MR. CONTENTE? THERE ARE NONE. MR CONTENTE, YQU
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MAY STEP DOM. THANK YOU SO MJCH.

MR CONTENTE: THANK YOU.

JUDGE CLIFTON. MR BESHORE?

MR BESHORE: | DO HAVE ONE OTHER PRODUCER | DON T KNOWIF
YOU WANT TO TAKE A STRETCH BREAK OR NOT BEFORE WE' RE I N THE
HOVE STRETCH HERE THI 'S AFTERNOON, BUT THERE |'S ANOTHER PRODUCER
TO TESTIEY AT THI'S TI ME.

JUDGE CLIFTON: ALL RIGHT. NOW WOULD YOU NAVE THAT
PRODUCER | F YOU CAN, MR BESHORE?

MR BESHORE: MR MACHADO

JUDGE CLIFTON: IS THERE ANYONE ELSE HERE | N ADDI TI ON TO
H M WHO WANTED TO TESTI FY TODAY? ALL RI GHT.

VWHY DON' T WE TAKE A TEN-M NUTE BREAK -- OH, MR HI LL?

MR HILL: BRIAN HILL. ['MNOT SURE | F EXH BI T NUMBER 28
WAS ENTERED | NTO THE RECORD.

JUDGE CLIFTON: | THINK NOT. THANK YOU.

| S THERE ANY OBJECTI ON TO THE ADM SSI ON | NTO EVI DENCE
OF MR MAGNESON S STATEMENT AND CHARTS, THAT'S EXHI BI T 287
THERE |'S NONE. EXHIBI T 28 1S ADM TTED | NTO EVI DENCE.  ALL
Rl GHT.
( THEREAFTER EXH BI T 28 WAS RECEI VED
| NTO EVI DENCE. )

JUDGE CLIFTON: LET'S TAKE A TEN-M NUTE BREAK. PLEASE BE
BACK AND READY TO GO AT 4: 25.

(WHEREUPON, A BREAK WAS TAKEN.)
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JUDGE CLI FTON: BACK ON THE RECORD AT 4:27 AND |'LL SWEAR
YOU IN IN A SEATED PGSl TION.  WOULD YOU RAI SE YOUR RI GHT HAND
PLEASE? DO YOU SOLEMNLY SWEAR OR AFFI RM UNDER PENALTY OF
PERJURY THAT THE EVI DENCE YOU WLL PRESENT WLL BE THE TRUTH?

MR MACHADO | DO

JUDGE CLI FTON:  THANK YOU. YQU MAY HAVE TO SCOOT THE CHAIR
CLOSER.  THANK YOQU. | F YOU WOULD STATE AND SPELL YOUR NAME?

MR MACHADO JOE MACHADO. J-OE MA-GHA-DO

JUDGE CLI FTON:  AND YOU PRONOUNCE THAT NMACHADO?

JUDGE CLI FTON:  THANK YOU. MR BESHORE, YQU MAY PROCEED.

MR BESHORE: THANK YOU. NMARVI N BESHORE.

DI RECT EXAM NATI ON
BY MR BESHORE:

Q MR MACHADO -- |'LL TRY TO GET THAT RIGHT -- CAN YOU
TELL US WHERE DO YQU -- WHAT DO YOU DO FOR BUSI NESS? WHAT' S
YOUR BUSI NESS ADDRESS?

A. |'"M CURRENTLY OCCUPATION | S AN OMNER OF A DAI RY FARM
AND IN PARTNERSH P W TH TWO OTHER BROTHERS.

Q AND WHERE IS YOUR DAI RY?

A, VE ARE LOCATED APPROXI MATELY 45 M LES SOUTH OF HERE IN
HANFORD, CALI FORNI A

Q AND TELL US A LITTLE BI'T ABOUT YOUR DAl RY, THE NUMBER
OF CONB - -

A W DAIRY --
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Q -- YOU KNOW FARM ACREAGE?

A YEAH M DAIRY CONSI STS OF ABOUT 1100 COAS AND
APPROXI MATELY 700 ACRES, IN WH CH WE FARM CORN, COTTON,
SORGHUM ALFALFA, RYE GRASS AND BEANS.

Q HOWLONG HAVE YOU AND YOUR BROTHERS BEEN | N PARTNERSHI P
IN THE DAl RY?

A SINCE 1994.

Q AND HOW LONG HAVE YQU BEEN DAI RY? SAME PERI CD OF TI ME?

A. VELL, TO GO BACK TO THE BEGA NNI NG MY PARENTS EM GRATED
FROM THE AZURE | SLANDS WHICH IS -- NOT TRI BUTARY -- THEY
BELONGED TO PORTUGAL.

IN 1966, |, MYSELF, EM GRATED W TH MY PARENTS, | WAS

FI VE YEARS OLD I N 1966, WH CH ROUGHLY MAKES ME 54 YEARS CQLD.
My M DDLE BROTHER, HE WAS 22 DAYS OLD, AND THEN MY YQUNGER
BROTHER WAS BORN HERE | N PORTERVI LLE, CALI FORNI A.
OKAY. AND HOW DO YOU MARKET M LK FROM YOUR FARM?
VE MARKET THROUGH OUR COCP.
VHAT' S YOUR COCP?
LAND O LAKES, | NC.

o > O > O

SO DO YQU HAVE SOVE TESTI MONY YOU WANTED TO PROVI DE TO
THE HEARI NG HERE TCDAY?

>

YEAH, | WOULD LI KE TO MAKE SOVE COWVMENTS AND - -
Q PLEASE DO SO

A. -- AND DO SOVE OBSERVATI ONS OF OUR | NDUSTRY.

| ALSO BELONG TO THE -- OUR WM CH WE CONSI DER A
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GRASSROOTS ORGANI ZATI ON, CDC, |'M ACTUALLY ON THE BOARD, AND |
DO A LI TTLE BIT OF LEADERSH P IN QUR COOP, |'M AN ELECTED
LEADER, NOT ON THE CORPCRATE BOARD SIDE, BUT | AM THE, WHAT YQU
WOULD CALL A LEADERSHI P COUNCI L. |'M ELECTED. | REPRESENT
ABQUT 42 DAIRYMEN IN MY DAIRY UNIT, WH CH CONSI STS OF 190, |
BELI EVE AROCUND 190 DAI RIES HERE I N CALI FORNI A, SO | REPRESENT
42 OF THOSE DAI RYMEN.

A LI TTLE BACKGROUND. MY DAD, LIKE I STATED IN --
JOAQUIN, I KIND OF GOT' M STY-EYED WHEN MR CONTENTE, JOAQUI N
CONTENT, BECAUSE, YOU KNOW OUR S| TUATI ON KIND OF M RRORS THEI R
SITUATION. MY DAD, HE WAS, HI S OCCUPATI ON BACK I N THE AZURE
| SLANDS, HE TRANSPORTED CATTLE. THERE WAS A CATTLE EXPORT.

HS WHOLE, H S WHOLE DUTI ES WERE TO LOAD CATTLE, MAKE SURE THAT
THEY GOI' FROM THE | SLANDS TO THE MAI NLAND. MAKE SURE THEY WERE
FED, MAKE SURE THEY ARRI VED AT THEI R DESTI NATI ON, HEALTHY.

NOW WE HAD RELATI VES, WH CH WAS A SECOND COUSI N, AND
BACK I N 1966, YOU CAME WHEN YOU APPLIED FOR | MM GRATION | T WAS
A GREEN CARD, YQU HAD TO HAVE A SPONSOR, YOU KNOW YOQU COMVE TO
TH' S COUNTRY, SOVEONE HAD TO SPONSCOR YOU TO SAY, WELL, YOQU ARE
GO NG TO BE A, YOU KNOW WHAT' S THE WORD |' M LOCKI NG FOR, YQU
ARE GO NG TO BENEFI T, YOU KNOW BEING A CI TIZEN.  ANYWAY, SO MY
DAD HAD TH S SECOND COUSI N THAT WAS IN THE DAI RY BUSI NESS. SO
My DAD VENT TO WORK FROM ABQUT 1966 TO ABQUT 1970. AND MY
DAD S ONE GOAL TO COVE TO THI S COUNTRY WAS NOT TO FAIL. HE
SAI D, HE INSTILLED THAT, BEI NG HONEST -- EXCUSE ME -- HE
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I NSTI LLED THAT IN US AT A YOUNG AGE. |F YOU ARE WLLING TO
WORK HARD, FAILURE IS NOT AN OPTION. AND THAT WAS I NSTILLED I'N
US. M DAD WAS VERY OLD SCHOCL.

VE STARTED WORKI NG ON THE DAIRY AT A VERY YOUNG ACGE. |
MEAN, LOOKI NG BACK AT I T NOW MAYBE HE BROKE A FEW CH LD LABOR
LAWS, | DON T KNOW BUT THAT' S IN THE PAST. BUT, YOU KNOWN WE
VWERE REQUI RED TO WORK BECAUSE WE WERE NOT GO NG TO FAIL. AND
HE WAS A NUMBER -- HE HAD IT A LITTLE BIT BETTER THAN JOAQUI N S
PARENTS, HE HAD A 6TH GRADE EDUCATI ON, SPCKE VERY LI TTLE
ENGLI SH FOR ALL THOSE YEARS THAT HE WAS HERE I N THE STATES, BUT
HE WAS A NUMBER SAVANT. THE MAN NEVER TOUCHED A CALCULATOR,
NEVER PUNCHED A CALCULATOR BUTTON. HE WOULD GET A PIECE OF
PAPER, PENCI L OR PEN, HE CALCULATED M LK PRI CES, HE CALCULATED
FEED, HE CALCULATED EVERYTH NG SO OVER THE YEARS, WE NEVER
H RED AN ACCOUNTANT. WE H RED AN ACCOUNTANT TO DO OUR BUSI NESS
I NCOVE TAXES. EVERYTHI NG ELSE, My DAD DID I T OFF THE TOP COF
H S HEAD.

| UNFORTUNATELY DI D NOT | NHERI T THAT TALENT. | LOST MY
DAD IN 2009, WH CH WE CONSIDERED | T DARK TI MES | N THE DAI RY
I NDUSTRY HERE | N THE STATE. AND BEFORE, YOU KNOW OUR
CALI FORNI A PRI CI NG SYSTEM SERVED US WELL. WE HAD MAJOR
EXPANSI ON HERE | N LATE '80'S, EARLY '90'S. |IN CASE IN PO NT,
THE DAIRY FACILITY | BOUGHT I N 1994, | HAD NO NEI GHBORS. THERE
WAS ONE NEI GHBOR MAYBE A M LE TO THE NORTH, AND THE SURRCUNDI NG
AREAS THERE WAS JUST OPEN FARMLAND. WE WERE CONSI DERED THE
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BOONIES. AND IN THE NEXT MAYBE FI VE TO SEVEN YEARS, FROM ' 94
ON, IN A TWO-MLE RADIUS THERE WAS THI RTEEN DAIRIES BU LT I N
THAT TI MEFRAME. THESE WERE TRANSPLANTS FROM SOUTHERN
CALI FORNI A, THEY CAME UP WTH, YOU KNOW BQATLOADS OF MONEY
FROM REAL ESTATE THAT, OR REAL ESTATE | NVESTMENTS BOUGHT FOR
DEVELOPMENT, HOUSI NG DEVELCPMENTS. THEY RELATI VELY M LKED 300,
400 CON5 DOMN DOMN IN M LK SHED.

NOW THEY HAD -- YOU KNOW MY NEI GHBOR, JUST USE AS AN
EXAMPLE -- THEY M LKED 400 COA5 DOMN | N ESCONDI DO, THEY SOLD A
PRI ME PI ECE OF PROPERTY, ALL OF A SUDDEN THEY HAVE $8 M LLI ON
N THEI R HAND. SO UNCLE SAM COMES KNOCKI NG WHAT DI D THEY DO?
THEY COME UP, THEY BUY, YOU KNOW BI G LARCGE SWABS OF FARMLAND.
THEY BU LT FACI LI TIES TO EXPEDI TE THAT MONEY SO UNCLE SAM STAYS
QUT OF THEIR POCKET. SO YOU HAVE A SI TUATI ON WHERE YOU RE
M LKI NG 300, 400 COA5, YOU WANT TO EXCHANGE THAT MONEY, AND ALL
OF A SUDDEN YQU ARE M LKI NG 4,000 OR 5,000 CONB. THAT' S HOW WE
BECAME TO THE BI G DAIRIES HERE I N THE SOUTHERN SAN JOAQUI N
VALLEY. THE PO NT I'M TRYI NG TO MAKE | S, THAT WAS A TI ME THAT
| DON T TH NK WE' LL EVER SEE AGAI N.

SO WE HAVE THAT, WE HAD THAT Bl G M LK PRODUCTI ON, BI G
FACI LI TIES, WE WERE VERY EFFI CIENT. WE COULD MAKE M LK CHEAPER
THAN ANYBODY I'N THE NATI ON, AND WE WERE PROUD OF IT. | N 1996,
IF 1" M STANDI NG CORRECT, CALI FORNI A, OUR ORGANI ZATI ON, YQU
KNOW WE WERE BEATING THE DRUM I N THAT ' 96 FARM Bl LL V\E
ACTUALLY WROTE SOME LANGUAGE. | WASN T PART OF THE
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ORGANI ZATI ON THEN, THAT WOULD ALLOW US TO COVE | NTO THE FEDERAL
ORDER I'N THAT FARM Bl LL, AND WE WEREN T REALLY I NTERESTED. IT
JUST DIDN' T SERVE US, BECAUSE OUR SYSTEM WASN' T EXACTLY, YQU
KNOW AT THAT TIME, I N THAT SI TUATI QN, THOSE MARKET
CONDI TI ONS,  YOU KNOW WE HAD THE H GHS, WE HAD THE LOA5, WE HAD
THE DI SPARAGES, BUT WE RECOVERED.

AFTER 2009, AFTER -- WH CH WAS MAYBE A BLESSI NG THAT MY
DAD PASSED AVWAY, BECAUSE TRYI NG TO CRUNCH NUMBERS TODAY, |
TH NK THE MAN WOULD GO STI R CRAZY. THERE' S NO WAY HE COULD
FI GURE OQUT, YQU KNOW THE BUSI NESS CLI MATE THAT WE' RE I N.

My SI TUATI ON, THOUGH, WE HEARD -- WE HEARD THAT THE
STATE, FROM MR MAGNESON AND WE HEARD FROM LYNN MCBRI DE, THAT
THE COST OF PRCDUCTION IS 19, AROUND $19, THAT'S WHAT THEY
ESTI MATED FOR THE FI RST QUARTER OF '15. EVERYBODY' S DI FFERENT.
| CAN T SAY THAT' S A DEFI NI TI VE NUMBER. FOR ME PERSONALLY, WE
JUST CRUNCHED THE NUMBERS THE OTHER DAY, AND WE SAW OUR MAI LBOX
PRI CE AND VVE VENT BACK AND CRUNCHED THE NUMBERS OF OUR | NPUT
COSTS, AND WHAT OUR FEED COSTS, AND WHAT FEED WE HAD I N THE
| NVENTORY, AND I T WOULD TAKE $17.30 FOR ME TO BREAK EVEN. MY
MAI LBOX PRI CE WAS $14.30 THAT | GOT FROM My QOUT- OF- POCKET
SETTLEMENT. SO 1'M $3 IN THE HOLE. TH' S HAS BEEN BASI CALLY
THE TREND FOR ALL OF 2014.

SO, YOU KNOW THERE | S A LOT OF H RED GUNS HERE | N THE
ROOM AND | DON' T THI NK ANYBCODY HERE | S WORKI NG PRO BONO, | F
' M STANDI NG CORRECT, RIGHT? WELL, | HAVE BEEN -- | FEEL |
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HAVE BEEN WORKI NG PRO BONO FCR MOST OF THE YEAR BECAUSE MY
COSTS OF PRCDUCTI ON HAVE NOT BEEN MET.

YOU KNOW AND I'N LOOKI NG AT THE DAI RY TRENDS, YES,
THERE IS A LOT OF TREES GONG IN, BUT | S THE FEDERAL CRDER
GO NG TO CURE OUR AILS? NO. BUT WE -- AND |'M NOT' HERE TO
BASH THE STATE. THE STATE HAS A BI G RESPONSIBI LI TY I N US
JO NING THE FEDERAL ORDER, BECAUSE THEY ARE GO NG TO BE THE
ADM NI STRATORS OF THE QUOTA SYSTEM AND WE NEED TO COOPERATE
WTH THE STATE. AND |I'M NOT' HERE TO BASH THEM  BUT OUR AXE UP
THERE DI D HAVE THE DI SCRETI ON TO FI X THE PROBLEM AND SHE WAS,
YOU KNOW FOR WHATEVER REASON, SHE UNDECI DEDLY DIDN' T ACT. |
DON' T KNOWIF I T WAS PRESSURE FROM THE PROCESSCOR, | WAS NOT
I NVOLVED SOVE OF THE HEARI NGS. | ATTENDED HEARINGS, | DI D NOT
TESTIFY. BUT SHE SEEMED JUST TO NOT HAVE THE W LLI NGNESS. AND
| DON T KNOWIF THE PRESSURE WAS GO NG TO THE FEDERAL ORDER AND
THE MARKET CONDI TIONS, YOU KNOW | T'S JUST THE BI G DI SPARAG NG
IN THE PRICES. YOQU JUST CAN T IGNORE | T. SHE GRANTED US THAT
LI TTLE WHEY FACTOR WHERE WE GOT A LI TTLE BIT OF RELI EF, WH CH
IS ONLY A TEMPCRARY FI X, YOQU KNOW THAT WLL GO AWAY I N A YEAR

YOU KNOW WE CANNOT MAKE M LK CHEAP AS ANYBODY ELSE.
THAT ADVANTACE HAS LEFT THE STATION.  YOU KNOW '09, THE
ETHANOL | SSUE, WHERE 40 PERCENT | THINK, I'M NOT, |I'LL GO ON A
DI SCLAI MER, |'M NOT AN ECONOM ST, |'M NO EXPERT I N THE FI ELD,
THS IS WHAT | HEAR QUT IN THE FIELD, TH S | S WHAT | HEAR FROM
GRAIN COWANI ES AND MY TRAVELS BACK TO THE M DWEST. 40 PERCENT
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OF OUR CORN CROP O TO ETHANOL AND I'T WAS DI VERTED | NTO
RENEWABLE FUELS. THAT -- THAT HURT US. WE RE AT A

DI SADVANTAGE WHEN YOU WANT TO BRI NG GRAINS QUT FROM THE

M DWEST. WE TYPI CALLY DO NOT GROW GRAINS, WH CH | S PART OF THE
CATTLE FEED HERE THAT WE DO FEED I N QUR RATIONS. AND | GOT A
QUOTE THI'S MORNI NG THAT | S COSTS ABCQUT $30 DI SADVANTAGE HAULI NG
A TON, HAULI NG CORN FROM THE M DWEST OUT HERE TO THE WEST
COAST. EARLIER IN THE YEAR | WAS QUOTED, THERE WAS A QUOTE OF
ABQUT $38. THEY WERE HAVI NG SHORTAGES. YOU KNOW THIS BIG AL
BOON I N THE DAKOTAS, A LOTI OF THE RAIL COWPAN ES VWERE -- VERE
DI VERTING A LOT OF THEIR TRAIN SETS, | T WAS MORE PROFI TABLE FOR
THEM TO HAUL O L THAN I T WAS TO HAUL GRAIN, SO THEY KI ND OF,
YOU KNOW UPPED THEI R PRI CE.

COTTONSEED. KINGS COUNTY IS WHERE |' M FROM WHI CH I S
ADJACENT TO TULARE COUNTY, WHI CH IS THE NUMBER ONE AG COUNTY
AND THE NUMBER ONE DAIRY COUNTY | N THE NATION. COTTON WAS
KING WE WERE NUMBER ONE IN COTTON. THE NUMBER ONE CASH CROP
WAS COTTON.

| DON'T KNOWI|F YOU EVER HEARD OF THE Bl G FARM NG
MAGNET, BOSWELL, SAWYER, THOSE WERE Bl G BI G FARM NG OPERATI ONS
N KINGS COUNTY. THEY GREW SOME OF THE BEST COTTON AND SOME OF
THE, YOU KNOW 50, 000 PLUS ACRES OF COTTON ACREACE.

M LK I'S NUMBER ONE I N KINGS COUNTY NOW  COTTON |'S NOT
EVEN ON THE RADAR ANYMORE. WE PROBABLY LOST 80, 85 PERCENT OF
OUR COTTON. COTTONSEED WAS ANOTHER COVMMCDI TY THAT WE FED OUR
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CATTLE THAT WAS AVAI LABLE TO US. CALIFORNIA, | T WAS HOVEGRO/M,
T WASN' T VERY, WE DIDN' T HAVE TO TRANSPORT | T VERY FAR

MOST OF OQUR SEED NOW COMES QUT OF TEXAS, LOU S| ANA,
ARKANSAS, MAYBE M SSI SSIPPI.  THOSE GENERAL AREAS ARE SUPPLYI NG
COTTONSEED.  WELL, |IT COST $40 A TON TO BRI NG COTTONSEED | N
FROM TEXAS, AND I THINK | GOI' A QUOTE, | ASKED SOVEWHERE THI S
MORNING, | T IS ABOUT $60 FROM ARKANSAS AND M SSI SSIPPI. SO
R GHT THERE, WE HAVE TO | MPORT A LOT OF FEEDS. WE DON T HAVE
THE LUXURY.

ACREACE IS SHRINKING OF COURSE. YOU KNOW HAVI NG THE
LONEST M LK PRI CE, H GHEST LAND VALUES, | BOUGHT, | HAVE BEEN
BLESSED ENOUGH TO WHERE My DAD SAVED ENOUGH, AND WE PUT A
LITTLE BI T AWAY.

VWHEN THERE WAS CPPORTUNI TY TO BUY PROPERTY, | BOUGHT,
FOR MW INITIAL FACILITY | BOUGHT PROPERTY THREE DI FFERENT
TIMES. | BOUGHT FIRST, GET TO THE QUOTA SYSTEM | HAD, | WAS
A HOLDER, | HAD A VERY LARGE STAKE OF QUOTA BACK IN 1996. WE
HAD THE OPTI ON TO KEEP QUOTA OR GO AND PULL A REAL ESTATE LOAN,
OR TRY TO GO THROUGH A LENDER TO BUY A PI ECE OF PROPERTY. WE
HAD JUST BOUGHT A NEW FACI LI TY, WE WERE VERY SHORT ON EQUI TY.
QUOTA HELPED US | MVENSELY BACK THEN. WE SCOLD THE QUOTA, | T WAS
ONE OF THE H GHEST SELLERS. BACK THEN, QUOTA REALLY HAD A H GH
VALUE. WE PAID FOR THAT FI RST PI ECE OF PROPERTY WTH A QUOTA.
AND | FEEL THAT IT I'S VERY | MPORTANT THAT WE PROTECT, EVEN
THOUGH | DON'T OMN ONE SI NGLE POUND OF QUOTA, | AM VERY MUCH I N
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FAVOR OF RETAI NI NG OUR QUOTA SYSTEM HERE | N THE COUNTY. FOR
THOSE, | HAVE BENEFI TTED GREATLY. | WOULD BE A HYPCCRI TE TO
SAY, "YEAH, QUOTA IS NO BI G DEAL." PECPLE THAT DON T LI KE
QUOTA IS PECPLE THAT DON T HAVE QUOTA, BASI CALLY, YOU KNOW

BASI C ASSUMPTI ON. | HAVE BENEFI TTED, AND THOSE THAT HAVE THAT
ARE BENEFI TTI NG AND THAT HAVE | NVESTED CAPI TAL, THEY CHCSE,

I T"S BEEN STATED IT'S OVER A BILLION PLUS ASSET, THAT HAS TO BE
PROTECTED.

YOU KNOW AND | N DI SCUSSI ONS W TH OUR COOP, | DO THANK
THE THREE COOPS | MMENSELY. THEY SEEN THE WRI TI NG ON THE WALL.
TH S HAS BEEN, FOR ME PERSONALLY, AND OUR COOP LEADERSH P, THI S
HAS BEEN PROBABLY A THREE- YEAR PROCESS. EDUCATI NG -- WE' RE --
VE DO BUSI NESS, LAND O LAKES DCES BUSI NESS, | BELIEVE, IN ALL
50 STATES. WE ARE A THREE- PRONG COWPANY. THERE S DAI RI ES
FOODS, WE DO SEED GROUNDI NG AND WE ALSO DO LI VESTOCK FEED.

AND AT FIRST WHEN | -- | SIT ON THE POLI Cl ES AND
RESOLUTI ONS COW TTEE, AND I, THREE YEARS AGD | WANTED A PCLI CY
OR A RESCLUTI ON STATING FOR US CALI FORNI A DAl RYMEN TO NOT
STUDY, VWHAT'S THE WORD |' M LOOKI NG FOR, KIND OF STUDY OR
I NVESTI GATE HOW CALI FORNI A COULD JO N THE FEDERAL ORDER. AND
T -- I T TOOK THREE YEARS TO GET HERE WTH THE VERY NANY
DI SCUSSI ONS W TH OUR ECONOM ST AND QUR CEO, AND FRANKLY, OTHER
MEMBERS FROM ACROSS THE COUNTRY. THEY DI DN' T UNDERSTAND WWHAT
I T WOULD MEAN.  AND THEN, YQU KNOW THE PERSPECTI VE | SEE, THE
THREE COOPS, THEY ARE I N THE SAME BOAT. THE DAI RY | NSTI TUTE,
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ALL THE PLAYERS HERE, EVERYBCDY IS ANGLING FOR IT, YOU KNOW
FOR PCSI TI ON.  EVERYBODY HAS A STAKE IN THERE. THE THREE
COOPS' PROPCSAL, | T'S A VERY DI FFERENT PROPCSAL, |IT'S LI KE NO
OTHER PROPCSAL, WE ARE A UNIQUE REG ON, BUT THEY WLL SUFFER
ECONOM CAL SETBACKS. THEY WLL HAVE TO PAY MORE FOR THE M LK
TOO, NOT JUST THE DAIRY I NSTI TUTE, NOT JUST, YOQU KNOW PRI VATE
PEOPLE.

SO WHY WOULD THE THREE COOPS PUT A PROPCSAL FORWARD,
VWHEN THEY ARE | N THE SAME BOAT THAT THEY WLL HAVE TO PAY MORE
FOR RAW PRODUCT. BECAUSE WE HAVE PROVEN TO THEM THAT THE DAI RY
[ NDUSTRY | N CALI FORNI A, YOU KNOW WE' RE SUFFOCATING IT S --
VE' RE DYI NG A SLOW DEATH.

YOU KNOW | MEAN, A LOT OF US THOUGHT THAT TH S DAY
WOULD NEVER COVE. A FEDERAL CRDER, THERE' S NO WAY. THERE' S NO
VWAY CALI FORNI A -- BECAUSE DAl RYMEN, | HAVE A FRIEND OF M NE
EVERY MORNI NG OR WE CAN, WHEN OQUR M LK CHECKS ARRI VE, HE LOCKS
AT ME AND HE SAYS, "WE GOI' TO BE THE STUPI DEST BREED. WHY ARE
VE HERE? WE ARE THE STUPI DEST BREAD TO TAKE A BASH NG " AND
VE STILL, YOU KNOW WE EXPECT A DI FFERENT, YOU KNOW WHAT,
VHAT' S THE WHAT' S THE SAYING WHAT'S THE -- | CAN T EVEN THI NK
NOW

JUDGE CLI FTON:  DEFI NI TI ON OF | NSANI TY?
MR MACHADO INSANITY. YES. WE ALL KNOWIT. BUT WE RE

VERY RESI LI ENT. | HAD AN CPPORTUNITY TO GO TO COLLEGE. WHEN |
TURNED 18, | HAD BEEN WORKI NG ON THE DAIRY SINCE | WAS MAYBE 12
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YEARS OLD. | TURNED 18, | GRADUATED. | HAD, | WOULDN T SAY |
WAS BRI LLI ANT, BUT | HAD ENOUGH, ENOUGH EDUCATION TO GO TO
COLLECGE, AND YOU KNOW ENOUGH, ENOUGH COMMON SENSE. MY DAD
GAVE ME AN ULTI MATUM HE SAID, "YOU AND YOUR BROTHERS WANT TO
GO TO COLLECGE, THAT'S FINE. ME AND MOM HAVE ENOUGH TO LI VE ON
VWE' RE NOT GO NG TO SUFFER | N THE DAI RY BUSI NESS." HE GOES,
"CGRANTED, WE LL G VE YOU THE OPPORTUNI TY TO BE YOUR OAN BOSSES.
YOU LL NEVER HAVE TO WORK FOR ANYBODY AGAI N. "

AND LOCKI NG BACK, | DON T THINK I WOULD. | DON T
REGRET DO NG THAT DECI SI ON.  BUT H' S GENERATI ON, THEY ARE A
DYI NG BREED. WE ARE THE NEXT GENERATI ON. | HAVE NO KIDS, SO
T ENDS WTH ME. BUT IT'S JUST, FROM 2009 ON, | DON T KNOW
WHAT IT IS, DAIRY IN CALIFORNTA | S JUST, IT'S JUST, YOU KNOW
YOU GOTI' YOUR UPS AND DOMWNS. YQU GO TO DI SBURSALS. YQU SEE
FAM LI ES THAT, CGENERATIONS, AND -- AND IT'S HARD. | T S HARD TO
SEE FAM LI ES SEE THEI R LI VESTOCK BEI NG AUCTI ONED OFF.
SOMETH NG THAT THEY LIVE FOR.  THEY LOVE TO. YOU KNOW WE TAKE
PRI DE I N THE FEEDI NG THE WORLD. WE TAKE PRI DE | N PRODUCI NG ONE
OF THE PUREST, SAFEST COWMODI TI ES | N THE NATI ON.

My DAIRY | TSELF, WE HAVE WON TOP COOP M LK QUALITY EVER
SINCE WE JO NED LAND O LAKES, SINCE 1998 WHEN WE MERGED FROM
UCCA. | TAKE PRI DE I N PRODUCI NG A WHOLESOVE PRODUCT. AND |'M
GO NG TO CONTI NUE PRCDUCI NG A WHOLESOVE PRODUCT.

VHAT WE' RE GO NG TO GET QUT OF THE USDA, |'M SURE THEY
ARE GO NG TO TAKE ALL THE FACTS AND ALL THE TESTI MONY | NTO
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CONSI DERATION.  BUT IS IT GANG TO BE A FI X-ALL? WE ARE VERY
RESI LI ENT. ANY BIT OF CHANGE IN THE RI GHT DI RECTION IS BETTER
THAN WHAT WE' RE AT RI GHT NOW
THANK YOU FOR G VING ME THE OPPORTUNI TY TO VENT AND THE
OPPORTUNI TY TO SHARE. THAT CONCLUDES MY TESTI MONY.
JUDGE CLI FTON:  THANK YOU, MR MACHADO. THE TRANSCRI PT
WON' T SHOW HOW CLOSE YOU WERE TO TEARS.
VWHO HAS QUESTI ONS FOR MR, MACHADO? THANK YQU.
MR MACHADO  THANK YOU FOR BELI EVING IN Mg, YOUR HONCR
JUDGE CLI FTON:  THANK YOU, MR MACHADG.
TS 4:48. HOW MJCH ECONOM C DATA SHOULD WE RECEI VE
YET TONI GHT?
MR ENG.ISH | PROPOSE WE START TOMORROW MORNI NG
JUDGE CLI FTON:  WE HAVE A PROPCSAL FROM MR ENGLI SH THAT W\E
START TOMORROW MORNI NG MR VETNE?
MR VLAHOS: WE CONCUR
JUDGE CLIFTON: IS THERE ANYTH NG SHOULD WE TALK ABQUT
VHAT ELSE VW TH NK WLL HAPPEN TOMORROA? SO WHO WOULD LI KE TO
A VE US A PREVI EW FOR TOMORROA? MR RI CHMOND?
MR RICHVOND: WLLIAM RI CHMOND.  WE WOULD REALLY
APPRECI ATE, YOUR HONOR, |F WE COULD GET A WTNESS, A USDA
W TNESS, UP FIRST THING IN THE MORNI NG TO PRESENT A TABLE THAT
COVPARES PRODUCT CLASSI FI CATI ON UNDER THE CALI FORNI A STATE
ORDER TO FEDERAL M LK MARKETI NG ORDERS. AND WE WOULD ALSO LI KE
TO RECALL ONE OF THE DAIRY | NSTI TUTE W TNESSES FOR JUST SOVE
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BRI EF CLARI FI CATI ON ON A DATA REQUEST FROM LAST WEEK.

JUDGE CLIFTON:  I'M SORRY, FOR A BRI EF WHAT?

MR RICHVOND: WE JUST NEEDED SOMVE ADDI TI ONAL CLARI FI CATI ON
REGARDI NG A DATA REQUEST THAT WAS SUBM TTED LAST WEEK.

JUDGE CLIFTON: ALL RIGHT. DO YOU WANT THAT NOWP

MR RICHVOND: WE WOULD REFER TO HAVE I T ON THE RECORD. I T
'S REALLY UP TO THE DAIRY I NSTI TUTE AND YOUR HONOR.

JUDGE CLIFTON:  WELL, | THINK IF -- OH IN THE MORNI NG
SAYS MR, ENGLI SH.

MR ENG&ISH IN THE MORNI NG

JUDGE CLIFTON:  IN THE MORNING? OKAY. SO I N THE MORNI NG
YOU HAVE DATA, BUT YOU ALSO NEED CLARI FI CATI ON ABCQUT ADDI Tl ONAL
DATA?

MR R CHVOND:  YES.

JUDGE CLI FTON:  OKAY. ALL RIGHT. AND THEN OF COURSE
MR, HOLLON WOULD LOVE TO CONTI NUE TO TESTI FY, OR IS HE GONE?

MR BESHORE: HE WLL BE AVAI LABLE.

JUDGE CLIFTON:  AND | F WVE HAVE MORE PEOPLE WHO WOULD LI KE
TO TESTIFY IN ADDI TION, WE' LL, OF COURSE MAKE ROOM FOR THEM
AND IS THERE ANY OTHER PREVI EW YOU WANT TO G VE ME, MR
BESHORE, OF ADDI TI ONAL THI NGS TO COVE?

MR BESHORE: | EXPECT MR HOLLON, ALONG W TH THESE OTHERS,
WLL LIKELY TAKE MOST, |F NOI' ALL, OF THE DAY.

JUDGE CLIFTON: ALL RIGHT. SO MR BESHORE SAYS MR HOLLON,
ALONG W TH THESE OTHER HOUSEKEEPI NG THI NGS, | S LI KELY TO TAKE
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MOST OF THE DAY. SO THAT'S PROBABLY TRUE, PARTI CULARLY |F VE
| NTERRUPT HHM W TH OTHER W TNESSES.

ALL RIGHT, THEN. IT S BEEN A --1T'S BEEN JUST A
WONDERFUL DAY.

MR RICHVOND: [|'M SORRY, YOUR HONOR, WE JUST HAVE ONE
ADDI TI ONAL HOUSEKEEPI NG | TEM

JUDGE CLI FTON:  CERTAINLY.

MR RICHVOND: SO TOMORROW MORNI NG THE ROOM DI VI DER | S
GO NG TO BE COVPLETELY CLOSED, SO WHEN YOU COVE | N THE MORNI NG
VE' RE GO NG TO NEED YOU TO COME IN THE ONE OF THESE DOORS OVER
HERE ON TH'S SIDE. WE' LL HAVE SOMVE SI GNS UP I N THE LOBBY, SO
FOLKS KNOWWHERE TO GO. WE LL ALSO HAVE SOVE PEOPLE POSTED
AROUND THE BUI LDING | F WE SEE ANY WANDERERS.

JUDGE CLI FTON:  WE ACTUALLY ENTER TH S ROOM FROM THE
OUTDOOR, QUTSI DE DOCRS.

MR R CHVOND: FROM EI THER TH S DOOR HERE - -

JUDGE CLI FTON: THE DOOR NEAR THE COPY MACH NE OR THE DOOR
NEAR THE W TNESS STAND.

MR RICHMOND:. TO ACCESS THE REST ROOM YOU CAN (O ElI THER TO
THAT ONE OR UNFORTUNATELY WE' RE GO NG TO HAVE TO SEND YQU
QUTSI DE AND COVE BACK | N.

JUDGE CLIFTON:  ALL RIGHT. THAT WLL WORK. I T SURE BEATS
BREAKI NG DOMN THI' S ROOM AND SETTI NG UP ANYTHI NG AND THANK YQU
FOR THE HEAD S UP.

MR ENG.ISH  WE' LL ALSO BE MONI TORI NG TWO EXPECTED VOTES,
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ONE | N THE SENATE AND ONE | N THE HOUSE.

JUDGE CLI FTON:  WELL, IT SAID IT ALREADY DID I TS WORK.

MR ENGLI SH:  WELL, THEY FAST-TRACKED | T, BUT THEY NEED A
FI NAL APPROVAL. THERE'S NO REASON TO BELIEVE I'T WON' T PASS,
BECAUSE | T ALREADY HAD A PROCEDURAL VOTE, BUT THERE IS A FI NAL
VOTE. AND BECAUSE I'T HADN T BEEN VOTED ON YET, THE HOUSE HAS
TO DO A PROCEDURAL MOVE FOR THE HOUSE RULES COW TTEE TO ALLOW
THEM TO HAVE TWO VOTES TOMORROW SO - -

JUDGE CLIFTON: OH, | SEE. SO WHAT MR ENGLI SH IS TALKI NG
ABQUT, FOR THOSE OF YOU WHO CANNOT HEAR, | S HOPEFULLY A
CONTI NUI NG RESOLUTI ON THAT W LL KEEP US FUNDED AND I T STILL
REQUI RES VOTES. ALL RIGHT.

THEN, | THANK YQU ALL FOR TODAY. TODAY WAS

EXCEPTI ONALLY SPECI AL.  WE NOW GO OFF RECORD AT 4:52.

(WHEREUPON, THE PROCEEDI NGS WERE CONCLUDED FOR THE DAY.)

---000 - -
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of any of the parties.

I am the reporter that stenographically. récorded the
testinony in the foregoing proceeding and the foregoing

trangcript is & true recdord of the testimony given.

<

DATED: October 11, 2015

FRESNO, CALIFORNIA

MYRA A.\B2SH, CSR
Certificate No. 11613

1320
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