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FRI DAY, SEPTEMBER 15, 2023 - - MORN NG SESSI ON
THE COURT: Back on the record. W tal ked about a
lineup at the end of yesterday. Are we ready to go?
M5. TAYLOR:  Yes, your Honor. | think we do have
two dairy farners we would |like to being wth.
THE COURT: Good norni ng.
Pl ease rai se your right hand.
FRANK DOLL,
Being first duly sworn, was exam ned and
testified as foll ows:
THE COURT: Your w tness, M. Hancock.
MS. HANCOCK: Your Honor, at this time we're
calling Frank Doll as the next w tness.
DI RECT EXAM NATI ON
BY M5. HANCOCK:
Q M. Doll, would you m nd stating and spelling your
nanme for the record?
A. My nane is Frank Doll, F-R A-NK D OL-L.
Q And coul d you provide your business address?
A My address is 113 Metcal f Road, Pocahontas,
IIlinois, 62275,
Q Did you provide testinony that you are prepared to
give today that's been identified as Exhibit NWF-85?
A Yes, | did.
M5. HANCOCK: Your Honor, if we could assign an
exhi bit nunmber to this?
THE COURT: Yes. This exhibit is marked
Exhibit 200 for identification.

TALTY COURT REPORTERS, INC. 3999
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(Thereafter, Exhibit Nunber 200 was narked
for identification.)
M5. HANCOCK: You get the |ucky nunber 200.
That's nonunent al
THE WTNESS: For that, | thank you all
BY MS. HANCOCK:

Q M. Doll, if you wouldn't providing us your
testinony. And then we have been just rem nding each
wi tness that as you are reading testinony, to try and read
sl ow enough that our court reporter can capture what you
are sayi ng.

A. Al right. Thank you.

Q Thank you.

A Good norni ng, everybody. M nane is Frank Dol |
This testinony is presented in support of Proposal 19,
updating the Cass | differentials throughout the United
States as proposed by the National M|k Federation, herein
referred to as NWPF

My famly operates Doll Dairy, Inc. 1It's |located
in Bond County, Illinois, outside of Breese, Illinois. W
m | k approximately 225 cows, along with raising 125
repl acenent heifers. W raise hay, wheat, soybeans, corn
for silage, and corn for grain. W own 650 acres. W
rent an additional 150 acres. W raise all of our dairy
repl acenent ani nal s.

And we also -- at Doll Dairy, Inc., we sell about
200 Angus/ Hol stein cross-calves. W have entered into the

beef business a little bit to control population of the

TALTY COURT REPORTERS, INC. 4000
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Hol stein cows, so it's a been a nice side job. W also
sell alfalfa and straw fromour farm ng operation. This
hel ps maintain a diversified operation that provides

i nconme for our farm ng operation.

Dairy farmng is in our famly heritage, as well
as its future, hopefully. | ama third generation dairy
farmer along in the diversified farm ng operation. M dad
and grandfather also have simlar operations wth hogs,
chi ckens, and an orchard as part of the business nodel.

My grandfather started in 1938, which is a |l ong
time ago and a long history. He had 160 acres, and he
ml ked all the cows by hand, which |"'mglad | don't have
to do. This has gradually grew over the decades to our
di versified operati on we have today.

My father operated it back in the 1960s with 100
cows, maintained that for a couple decades. |In the | ast

decade, we have doubled to our present size of 225 mlking

COWs.

| operate the dairy farm since about 1995, al ong
with ny -- along with our diversified operation, to
support the rest of the famly. |'m hopeful the next
coupl e of years that ny son, Blake -- who just called ne
twice this norning already -- will take over the operation
and handle all the day-to-day problens, so we'll test him
on that.

| also serve on the Board of Directors for Prairie
Farnms. | amcurrently the president of that board. |

al so serve on the National M|k Board of Directors, and |

TALTY COURT REPORTERS, INC. 4001
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am on the executive commttee there. | serve on the

St. Louis District Dairy Council Board, where |I'm

president, along with the Mdwest Dairy Board. |I'ma
nmenber of the Illinois MIk Pronotion Board where | serve
as president. |'mon the Bond County Farm Bureau Board,

which I'mthe vice president. And the Gateway Hol stein
Club. And | also amthe president of our |ocal cenetery
board, which is three people, one of themny dad, so those
are interesting neetings to say the |east.

| also interact wwth nmany dairy farners. W're a
smal |l dairy pocket that's a very close-knit group of
farnmers, so we interact quite frequently, and this topic
today is sonmething that comes up a | ot about m Ik price.
In fact, it comes up al nost every day.

| ama nenber of Prairie Farns Dairy, Inc., which
has approxi mately 668 dairy farns across the states of
II'linois, Indiana, |Iowa, Kentucky, M chigan, Ohio,
M nnesota, M ssouri, and W sconsin.

Prairie Farnms has plants in the Southeast markets
i n I ndiana, Kentucky, Louisiana, and Mssissippi. Wth
t he continued reduction in mlk production in the
Sout heast part of the U S., | began shipping ny mlk to
t he Sout heastern market on a year-round basis, since 2017,
and continue this today.

My haul er ships ny mlk to Holland, Indiana, or
Sonerset, Kentucky, the plants that Prairie Farns owns.
We continue to see the need for year-round m |k supply

grow for our Southeast plants, as many of ny nei ghbors

TALTY COURT REPORTERS, INC. 4002
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have al so shipped their mlk to those plants.

My mlk price increased with shipping to the
Sout heast part of the U S. with the increase of the price
surface. As ny mlk travels farther South and Sout heast,
my price increase due to this pricing surface being
hi gher -- larger, sorry -- to help defray sone of the mlk
cost associated with additional mles.

We have seen substantial cost increase on the farm
in many areas the past few years, especially in the
last -- in the |ast couple decades. | have summari zed
many of these itens that ny farm supply conpany sells ne
as utilization in ny mlking parlor -- Deal Them Qut is
who they are. And the cost associ ated running and
mai ntai ning ny parlor as, according to Table 1 bel ow, our
costs have gone up annually about 7.7% for the various
supplies and | abor -- these are exanples of various
things, so | don't need to read all of them

But as you can see, sone of them Della Super is
soaked, so in 2019 it cost $6300, today it's $8,800. So,
you know, 39% change, 7.7.

One of the big ones, it's a very small cost, but
m | king gloves -- | have a lot of girls that work for ne,
and they want to wear gloves -- and those things have went
up from $10 a box to $19, and that's just another cost.
Those have went up 90% and change, and that's -- thanks to
t he pandem c, gloves were in short supply for everything,
SO --

And | abor rates is -- is alnpbst not shocking to ne

TALTY COURT REPORTERS, INC. 4003
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anynore, but, you know, | used to pay close to $12 -- or
$8 for a hired person, a high school kid, and now | have
to start them at about $15 an hour. And anybody with a
little bit of experience, | start themnore in the $18 and
work up to 22, maybe $25 an hour for a part-tinme job,
which is a pretty good job.

But we're not very close to a community, so |
al ways figure | have to pay nore for gas to get people to
come out to work. So it's just nore cost of running the
dairy farmand just attracting people to conme out and work
inadirty, hot environnent, or really cold. You know, we
have got the very extrenes of the world out there on the
dairy farm

So I'mfortunate that ny wife's a teacher and she
recruits a |l ot of broke high school kids that need to buy
cars or buy trucks that can't afford them so they cone to
wor k for me because they don't want to work at MDonal d's.
So that's one of the exanples of running a dairy farmthat
wor ks good to recruit people to conme to work on ny farm

On our dairy farns, we continue to see costs
increase in many areas. The cost of shipping ny mlk to
market to increase as ny haul er continues to remain
conpetitive to hire drivers, along with the cost of buying
and mai ntaining equipnent. In the last six years, | have
seen the cost to ship mlk to market increase
dramatically. Qur cost to ship mlk has increased
approximately 32.8%in the |ast six years.

The price surface has not been updated in over

TALTY COURT REPORTERS, INC. 4004
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20 years, so it's tine to nmake changes so we can help

of fset the additional costs we are experiencing on the
farm other than the Southeast. But that was 15 years ago.
There have -- there have been many changes in the

Sout heast and transportation credits for a farmlike
nmysel f that supplies the market year-round. W do not
qualify this credit to help offset the freight costs.

As board president of Prairie Farns, | know our
cooperative ships mlk down to the St. Louis market from
northern markets, since ny mlk is going to the Sout heast
all the tinme. Mich of that mlk is traveling farther than
my mlk -- than ny m |k does, and receives less in an
incentive fromthe price surface. My mlk fromCentra
II'linois to Sonmerset, Kentucky, is alnost a hundred mles
less than mlk fromthe northern markets down to the
St. Louis market, and ny mlk receives 65% hi gher val ue.
This is one exanple of why the entire price surface needs
to be revi ewed.

| would like to express nmy appreciation to the
Secretary of Agriculture and the Dairy Division for
hol ding this hearing. | strongly recommend the Secretary
to adopt National MIk's Proposal 19, return to the
hi gher-of for calculation of the Cass |I skimnover. |
further reconmmend that the Secretary adopt all Nationa
M I k's proposals for the FMMO noderni zation. This wll
pronote orderly marketing of mlk and ensure a nore stable
price for dairy producers to manage their businesses today

and into the future. Thank you.

TALTY COURT REPORTERS, INC. 4005
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Q Thank you, M. Doll.
M5. HANCOCK:  Your Honor, we woul d make him
avail able for cross-examnation at this tinme.
THE COURT: Any cross for this w tness?
CRCSS- EXAM NATI ON
BY MR MJUNCH:
Q Good norning. Danny Munch, the American Farm
Bur eau Federati on.
Good norni ng, Frank.
A Good nor ni ng.
Q You attended our Federal M|k Marketing O der
forum | ast year, correct?
A Correct.
Q Coul d you characterize that event in any way, what

you found useful ?

A | found it very interesting. It was held in
Kansas City. A large gathering of dairy farners from
across the country working for the sane conmon goal and
sone -- | think in the dairy industry we're a little
fractured because we have the cheese makers, the fluid
guys, and we all bring to the sane table that day worKking
for the common good of increasing costs -- increasing the
price of mlk for dairy farners.

Q And woul d you say sone of the proposals that you
are supporting today are ultinmately agreenents that cane
out of that conference?

A Yes.

Q And you were a nenber of our dairy working group

2023
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two years ago, correct?

A Correct.

Q And woul d you say that the work that you all put
in together also represented consensus anong different
dairy farmers fromacross the country?

A Yes, | think it helped lay the ground work for
where we're getting today.

Q And do you have any comments on how depooling and
negative PPDs inpacted you or your nei ghbors?

A Depool ing was a definite headache for a | ot of
farners, because we didn't understand it, and we had to do
a |l ot of education on depooling. And it showed up on your
m |k check and -- and guys stayed in Order 32 were
scream ng about it and we had to -- another dairy farner
here, he's going to talk about it also, but it was an
education for me and a |lot of other farnmers how we were
| osi ng that much noney on our m |k check.

Q And woul d you characterize depooling as sort of
representative of a disorderly marketing condition?

A Yes.

MR MUNCH: That's all | have. Thank you so nuch,
Frank, for your participation at Farm Bureau.

THE W TNESS: Thank you

THE COURT: Further cross-exam nation other than
AMB?

Seei ng none, ANS.

CROSS- EXAM NATI ON

BY MS. TAYLOR

TALTY COURT REPORTERS, INC. 4007
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Q Good norni ng.
A. Good nor ni ng.

Q Thank you for comng down this norning to testify

t oday.
A. You' re wel cone.
Q Just a few questions for you. |I'd |like to nmake

sure the record' s really clear on sone of the statenents
that you put in there.

But first, you describe your very diversified
operation. And would your farm neet the business --
excuse ne -- nmeet the definition of a small busi ness,
which for dairy farmers -- or for farmers is $3.75 mllion
in gross revenue annually on a whol e farm basi s?

A. Yes. |'munder that, yes.
Q And you tal ked about you ship continuously into
t he Sout heast market; is that right?
Correct.
About how far does your mlk go?
It's about 100 mles, | believe, to --

To your plant?

> O > O >

Yeah, first plant. The second one is probably,
" mgoing to ballpark, say 150, sonething like that, 175
maybe.
Q Ckay. Thank you
And on the second page you tal ked about the price
surface hadn't been updated in 20 years, but the Sout heast
was in 15 years ago. And | just want to nmake sure the

record's clear. That's when we increased the

TALTY COURT REPORTERS, INC. 4008
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differentials in just the three Southeastern markets; is
t hat correct, in 20087

A. | think so, yes.

Q Yeah. And then as you describe in that sane
paragraph, there are transportation credits to bring
suppl enental mlk down in the Southeast, but your farm
doesn't qualify for those; is that correct?

A Yes.

Q So you have to cover the all of the haul to supply
that nmore fluid market; is that right?

A Yes.

Q And then at the -- in your |ast page, your | ast
sentence, you said adopting Proposal 19, and then this
proposal in the -- excuse ne -- the Class | skim-- the
Cl ass | higher-of proposal and your discussion of the
Class | differential proposals will pronote orderly
mar keting of m K.

And | just wonder, as a farmer, if you could
expand on what you believe is considered orderly
mar keting. You know, there's no definition for orderly
mar keting. There's no definition of disorderly marketing
really. So fromyour perspective, what would you see as
orderly?

A. Well, I -- 1 just think the -- a nore fair price
for the mlk. The |ast several years of the mlk price
sw ngs that are so -- the lows stay so | ow so | ong, and
the highs don't stay very high very long, so we're

struggling to keep people in the market.
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| think it's just, as the population shifts, as
the m |k production shifts, | think the whol e Federal
Order needs to be adjusted to realize that nore people
seemto be noving south, there's no mlk in the south, and
mlk is noving north, and back maybe a little bit to the
center of the country. And | think we just need to adjust
all the transportation to nove it around, and there's just
t hi ngs are constant change. And | -- and to keep dairy
farmers in business | think is the ultimte goal, is just
to pay farners to keep themin business, whether they mlk
20 cows or 2,000 cows or whatever
Q Ckay. Thank you
There are sone proposals in front of the
Departnment from National M1k that woul d del ay
i npl enmentation of certain pieces. And the reason they
explain for doing that is that farners use a | ot of risk
managenent these days, and any sudden change in the
formulas will inpact their risk managenent positions that
t hey have taken.
So do you use any risk nmanagenent tools?
A | do use DMC.
Q DMC?  Ckay.
M5. TAYLOR: | think that's it from AMS. Thank
you t hank you so nuch.
THE W TNESS: Thank you
THE COURT: Anyone el se? Redirect?
M5. HANCOCK:  Your Honor, we have nothing further.
At this tine, we'd nove to admt Exhibit 200.
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THE COURT: Any objection?
Exhibit 200 is admtted into the record of this
pr oceedi ng.
(Thereafter, Exhibit Nunber 200 was received
i nto evidence.)
THE COURT: Thank you, M. Doll. W appreciate
you com ng out.
M5. HANCOCK: W have one nore producer, Bryan
Henri chs.
BRYAN HENRI CHS,
Being first duly sworn, was exam ned and
testified as foll ows:
THE COURT: Your wi tness.
DI RECT EXAM NATI ON
BY M5. HANCOCK
Q Good norning, M. Henrichs. Wuld you m nd
stating and spelling your nane for the record?
A. My nane is Bryan Henrichs, B-R-Y-A-N,
HENRI-CGHS.
Q And what is your business address?
A My address is 19207 El |l wood Road, Breese,
I1'1inois.
Q And your zip code?
A 62230.
Q Thank you. Did you prepare Exhibit NWPF-79 in
support of your testinony today?
A Yes.
M5. HANCOCK: And, your Honor, | believe we're at
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Exhi bit 201.

THE COURT: Yes, we are. That Exhibit NWPF-79 is
so marked for identification.

(Thereafter, Exhibit Nunber 201 was narked

for identification.)

M5. HANCOCK: Thank you.
BY MS. HANCOCK

Q M. Henrichs, would you provide your testinony,
pl ease?

A Ckay. M testinony, Henrichs Farnms, Ltd.,
supports National M|k Federation's proposal for restoring
t he higher-of for establishing Cass |I nover fromoriginal
Federal Order Reform

My nanme is Bryan Henrichs. M testinony is
presented in support of Proposal 13, restore the origina
Federal Order Reform Cl ass | skimnover at proposed -- as
proposed by National M K.

My fam |y operates Henrichs Farns |ocated in
A inton County, outside of Breese, Illinois, not too far
fromFrank. W mlk approximately 310 cows, along with
rai sing 225 replacenent animals. | also, nyself, operate
a custom harvesting busi ness besides the dairy, and we
harvest silage for about 75 farns in the Sout hern
II'linois, Mssouri, area. Mostly dairies, about 50 -- or
70% dairy farnms, the rest are beef. These activities
utilize our equipnment and generate extra inconme for nyself
to not be only supported by the dairy farm

Dairy farmng is nmy famly's heritage as well as
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future. I'ma third generation dairy farnmer, along with
nmy brother Rodney, who is ny partner in the dairy
operation. M two nephews and a niece are al so enpl oyed
by the dairy along with hel ping with sone of the custom
harvesting that | do.

My famly started the dairy back in 1938, and we
have gradually grown from4 mllion pounds a year annually
to 7 mllion pounds over the | ast decade. | have worked
on the dairy farmalong with the custom harvesti ng
operation to support ny famly, which includes five
daughters, so you understand why | try to stay so busy and
not in the house.

| serve on the Board of Directors of Prairie Farns
Dairy, and | amthe chair of the strategic planning
commttee. | also serve on the St. Louis Dairy Counci
Board and M dwest Dairy, along with the Anerican Farm
Bureau Dairy working group, through these -- and through
this, my involvenent with these organi zations, | interact
with many dairy farmers. A conmon topic of discussion is
mlk pricing and a desire to return to the hi gher of
pricing of Cass | skim

We have seen many challenges with mlk pricing to
producer conmmunities through price volatility and
di sparity of mlk pay prices anongst dairy producers.

From what | understand, the Federal M|k Marketing O der
is to maintain orderly marketing in the regional area.
One way that helps with orderly marketing is for the mlk

to be priced simlar for all dairy producers in that
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O der.

Sonme dairy producers have the ability to depoo
their mlk, which has created disparity anongst dairy
producers and disorderly marketing. Qur mlk from our
dairy farmships to Prairie Farns plants around the
St. Louis market, which are all Oder 32 plants. Al of

these are Class | plants that don't allow us to depool ny

mlk. One of the reasons before for setting the C ass |

price on the higher-of was to ensure the Cass | was the

2023

hi ghest and i ncentivize producers to ensure Class | market

had a secure supply. Wth the producers that supply not

able to depool their mlk was the incentive and nmaintain

orderly marketi ng.

Wth sone farns' ability to depool, this has

created disorderly marketing as there isn't the incentives

to serve the Cass | market as they are getting the

hi gher-of value for their mlk. | amunable to have ny

cooperative depool ny mlk due to mlk serving the C ass |

mar ket .
| have heard fromsone in the industry that

negative producer price differentials that took over

$750 mllion fromthe dairy producers' checks, according

to National M|k Producer Federation analysts, were caused

by the USDA Food Box Program | would disagree, as the

negati ve PPDs began not too long after the industry noved

to the average-of in May of 2019. As you can see in the

tabl e bel ow, negative PPDs from Order 32 began in

Sept ember of 2019, not long after the average-of started.
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The negative PPDs have taken noney fromthe
producers' checks, and while we are appreciative for the
PWAP paynents fromthe USDA in 2022 for the parti al
conpensation of the $750 mllion lost by dairy producers
during the USDA Food Box Program |'m appreciative for the
PWAP paynents, but | know sone dairy producers that
needed the noney at the tine, not 12 to 18 nonths | ater.
| know of sone that are no longer in business as they --
when they received the paynents.

We are appreciative of the support, but the
hi gher-of wll ensure that dairy producers are conpensated
at the tine of the sale, instead of |ater by sonme other
formor support. W are appreciative of the support for
our operation from PWAP, but | worry that the USDA wi ||
al ways have the funds to provide such support.

We have used risk managenent tools in the past,
such as forward contracting and DRP, to hel p nanage the
price volatility of dairy narkets. Wth the average- of
and the hi gher-of negative PPDs, which act as negative
basis, we are -- and if you are famliar with corn, the
corn market, which indicates -- sorry -- we are famliar
W th the negative basis wth corn as that indicates what
t he market value the compbdity at the tine. At least with
corn, | can call the elevator and find out what the basis
is and decide if | want to ship to market. W produce
mlk that is a perishable product, and wth a negative
PPD, we do not know until two weeks after we are done

shipping for the entire nonth whether or not this is a
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negati ve basis.

| was shown a check from a nei ghbor that forward
contracted in July of 2020 when prices dropped
dramatically. He shared with me his check as he | ocked
in-- he was locked in at $18 in a Cass IIll futures
contract. He lost on the futures contract as he would

expect when the nmarket rises, but due to the negative

2023

basis, or negative PPD, he ended up with a final net check

of around $9 a hundredwei ght.

| continue to evaluate the anount of negative PPDs

since going to the average-of, and I amreluctant to use
forward contracting or DRP as part of nmy farms risk
managemnment program

| would like to express ny appreciation to the

Secretary of Agriculture and the Dairy D vision for

holding this hearing. | strongly recomend the Secretary

to adopt National M|k Producers Federation's Proposal 13,

return to the higher-of for calculation of the skiml --
or Class | skimnover. | further strongly reconmmend the
Secretary adopt all National M|k Producer Federation's

proposals for the FMMO nodernization. This will pronote

orderly marketing of mlk and ensure nore stable price for

dairy producers to better nmanage their business. Thank
you.
M5. HANCOCK:  Your Honor, we woul d nake

M. Henrichs avail able for cross-exam nation at this tine.

THE COURT: Yes, M. Minch.
111
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CROSS- EXAM NATI ON
BY MR MUNCH:

Q Good norning, Bryan

A Good nor ni ng.

Q Good to see you

Bryan, you were a part of our 2022 dairy working
group, correct?

A Yes.

Q Do you recall the efforts of the dairy working
group ai nmed at reducing incentives to depool and reducing
t he preval ence of negative producer price differentials?

A. Yes, we were -- that was one of our nmin
di scussions was trying to figure out options to go -- you
know, to alleviate the |arge negative PPDs that we were
seeing in the market.

Q And you woul d say that across the group, which
represents different parts of the country and represents
fol ks who sell to both cooperatives and i ndependent
handl ers, that that was one of their biggest objectives
and consi dered those issues a disorderly marketing
condi tion?

A Yes.

Q As part of the group, you reconmmended AFBF to hol d
its Federal M1k Marketing Order forumto help bring
consensus across the industry, correct?

A Yes.

Q Wul d you say consensus was nade on a nunber of

i ssues?
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A. | believe that the Kansas City neeting, yes, there
was quite a few-- quite a bit of consensus across the
room of going back to the higher-of and different options
l'i ke that.

Q Do you recall any opposition to switching back to
t he hi gher-of ?

A No.

Q Do you recall any opposition to increasing C ass

differential s?

A No.

Q Do you recall any opposition to a nmandatory survey
of handl er plant costs and yiel ds?

A No.

Q As part of the dairy working group, you were part
of the unani nous approval of AFBF' s Federal O der
Proposal s that include many of NMPF' s proposals, as well
as AFBF Proposals 4, 5, 18 and 21, correct?

A Yes.

MR. MUNCH: Thank you. That's all | have.
THE COURT: Yes, sir.
CROSS- EXAM NATI ON
BY MR ROSENBAUM

Q Good norning. Steve Rosenbaum for the
| nternational Dairy Foods Associ ati on.

A Good norni ng.

Q And | just have sone questions about your Table 1
which recites what the PPDs were in the period -- well, in

2019, positive in sonme nonths, negative in the latter
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mont hs, correct?

A Yes.

Q | nmean, and you -- you ascribe that or at |east
link that to the industry's nove to the average-of as the
Class | -- average-of plus $0.74 as the Cass | nover as
opposed to the higher-of, right?

A Yes.

Q And have you actually, you know, done sort of |ike
a nonth-to-nonth analysis during this tinme period to see
what the C ass | nover would have been under the higher-of
approach as opposed to what it was based upon the average
pl us $0. 747

A. Are you asking for since that time up to the
current dates?

Q Vell, during this particular tinme period, which is
2019.

A. Yes. W are always watching it.

Q | nean, just as an exanple, just to nmake sure
we're looking at it the sane way, you know, in May 2019,

based upon the information | have before ne, the Cass II

price was -- well, the higher-of Cass Ill or dass IV
in-- wll, let ne start with a new nont h.
In May 2019, the higher of Cass IlIl or Cass IV

was $7.14, the sinple average was $7.08, so the higher-of,
t he nover woul d have been $7.14, but because it was the
sinple average plus $0.74, it actually was $7.08 plus
$0. 74, which woul d be $7.82, you know, higher.

Did you -- so -- if you just -- | think that's the
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right way to do the math. |[|s that -- do you agree with
t hat ?
A Yes.

Q | nean, | just -- and have you done that?

A Yes, we have.

Q No one questions, obviously, that cone 2020 and
the -- and the pandemc, Cass IIl and IV started
di vergi ng substantially, and you ended up with less. No
one i s questioning that.

But the -- but the -- do you agree with ne that
unti|l that happened, you weren't experiencing this kind of
anomal ous result, were you?

A. Not at that point, but once -- when you start
recei ving the negative PPDs, they got extrenely |large, as
you can see, that didn't cover the -- you know, it was way
nore of a negative that year than what the positives were
prior to that.

Q Ckay. But | mean -- well, okay. So take -- take
Cctober 2019, if -- assuming ny math is right, | think the
hi gher-of was $9. 26 and the average was $8.55, so when you
added $0.74 to the $8.55, you were still higher, not nuch,
but a little higher than the -- than the higher-of.

Does that seemright to you?

A. Possi bl y.

MR. ROSENBAUM  Ckay. Okay. That's all | have.
Thanks.

CROSS- EXAM NATI ON
BY MR M LTNER:
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Q Good norning, M. Henrichs. M nane is Ryan
MIltner. | represent Select M|k Producers.

And M. Minch asked you a couple of questions
about some activities with Farm Bureau. You nentioned a
coupl e of proposals that Farm Bureau has in this hearing,
and | wanted to ask you a couple of questions about one of
t hem

So fromyour statenent, |'m gathering that
depooling m ght be one of the nobst inportant issues to you
as far as your m |l k check.

A Yes.

Q One of the proposals that Farm Bureau has offered,
and we haven't heard testinony on it yet, it cones |later
in the hearing, would elimnate advanced pricing of
Cass | and Cass Il skimmlKk.

Are you a little bit famliar with that proposal?

A Yes.

Q So we haven't heard Farm Bureau's testinony, but
when they -- when they submitted it to USDA, they said
t hat advanced pricing creates an opportunity to depool
mlk fromthe order to benefit fromthe non-pool ed val ue
of the recently elevated prices, wthout sharing that
value with the pool, and further depresses the PPD. And
t hey suggest that advanced price -- getting rid of
advanced pricing would reduce the |ikelihood of depooling.

| s that sonething that you woul d support the
adoption of a proposal |ike that?

A Yes.
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MR MLTNER Thank you. That's all | had.
THE COURT: Further questions? Anyone other than
AMS?
Seei ng none, Ms. Tayl or.
CROSS- EXAM NATI ON
BY M5, TAYLOR
Q Good norning. Oh, | still have sone questions for
you. Nothing bad. That sounds horrible. | didn't nean
it like that. Good norning.
A Good nor ni ng.

Q Thank you for comng to testify this norning.

A You' re wel cone.

Q I"'ma little slowto turn the mc on, that's ny
probl em

Did you hear ny question to M. Doll about whether

his farmnet the small busi ness definition?

A. Yes, | did.

Q Wul d your farm neet that definition?

A Yes, it does.

Q Yes. And you say your mlk goes to a Class |
pl ant ?

A Yes.

Q And how far does your mlk go?

A About 30 miles nost of the tine.

Q And you tal k about, on the back page of your
statenment, risk managenent. And what | gather fromthat
Is you used to use forward contracting in DRP, but perhaps

you are not doing that right now.
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A. So | have not done forward contracting. That was
a nei ghbor --

Q Ckay.

A -- who had done it through his co-op.

Q Do you -- do you use any risk managenent ?

A. | used DRP in the past, and DMC.

Q Ckay. And when you did use DRP, how far out did
you |l ook to lock in the position?

A. Usual | y one year.

Q One year? And so it's this negative basis you are

tal ki ng about that seens to be a primary concern of why
you m ght not use risk managenent tools, currently?

A. Yes. Wen | have had other -- being a custom
operator and hel ping put silage up for a lot of dairy
farmers, a lot of questions on dairy pricing get sent to
me. And we have had producers that bought, especially in
2020, DRP contracts, and in the nonths of April, My, and
June of 2020, they were set to receive a pretty |arge sum

And because -- but because of depooling, we had, |
bel i eve, around at $20 to $21 Class Ill price in June of
2020, but the farners in our area, because of depooli ng,
were unable to receive that in their ml|k checks, but they
were al so not able to receive the DRP paynents that were
set to cone to them They were kicked out because the
price on the futures was higher than what their contract
that they purchased. |If they bought $18 for an average,
wel |, that $20 kicked theminto -- above that average, or

close toit, that they didn't get a paynent.
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Q Ckay.
A. | f that makes sense. So the two nonths prior,
they were set to large -- you know, they were going to

receive a |l arge paynent, but the June prices, even though
on the Board of Trade they | ooked good, they were not what

we received on our dairy farns.

Q Because that Cass IIl mlk wasn't pooled, so --

A. Yes, it was -- | believe in Order 32 only 6%
around 6% of Class Il mlk was pooled in Order 32 that
nonth, so our price was, | believe, around $12 or $13 for

a hundredwei ght for our dairy farns. But |like | said,
they -- their contract, | don't know exactly what nunbers
that -- their particular dairy producer hedged in their
DRP, but they were set to receive a | arge paynent, but

t hey did not because of that $20 on the Board of Trade
price.

Q Ckay. Thank you

My | ast question was simlar to what | asked
M. Doll, because your statenent also tal ks about changes
that woul d pronote the orderly marketing of mlKk.

So fromyour perspective as a dairy farnmer and a
menber of Prairie Farns, what do you see as -- define as
orderly marketing?

A. So goi ng back to the nonth of June 2020, and July,
we saw |arge Class IIl prices, whereas in the average-of,
the Class | price and Class |V were very nmuch |ower. And
you had producers in Wsconsin in Order 30 getting $4 a
hundr edwei ght nore per the FMVO website.
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Q On the uniformprice?

A. On the uniformprice. Their prices were $4 a
hundr edwei ght. W have producers that are within mles of
Order 30 and 32, shipping in 32, who were $4 difference,
and their plant mlk was going, you know, not that far --
their mlk was being produced not far from each other.
That's disorderly marketing, in ny opinion.

And when you have guys who are not wanting to go
to a Class | plant because the Cass Ill price is higher,
you know, that's what | consider disorderly marketing
where you -- you woul d have people junping in and out of
whi ch product they want to sell their mlk to that day
because of the pricing disparity anongst the cl asses.

Part of the -- to ne, the class pricing and the
FMMOs are to stabilize pricing to producers in each order,
to be pretty simlar.

Q So you -- you would -- if | can extrapolate from
that. You see class prices being in what's called typical
hi storical alignnent as orderly?

A Yes.

Q Because then their incentive is there to service
the Class | plants?

A Service the Cass | first, and then fromthere --
make sure that those are full for the fluid industry, and
t hen because they are not able to store product, like the
you know, powder and cheese pl ants.

Q And then | think the last part | heard was

farmers, neighboring farmers, receiving significantly
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A

so much.

Exhi bi t

t oday.

you, M.

hand.

different prices for mlk when they are both participating

in the Federal Order would be disorderly as well.

Yes.
M5. TAYLOR: Okay. | think that's it. Thank you

THE W TNESS: Thanks.

THE COURT: Anyone el se?

Ckay. Redirect.

M5. HANCOCK: Thank you, M. Henrichs.

Your Honor, at this tinme we would nove to admt
201.

THE COURT: Any objections?

Exhibit 201 is admtted into the record.
(Thereafter, Exhibit Nunber 201 was received

i nto evidence.)

M5. HANCOCK: | appreciate your tinme in com ng out

THE WTNESS: Thank you

THE COURT: Thank you. You may step down. Thank
Henri chs.

MR. ROSENBAUM St eve Rosenbaum for the

| nternational Dairy Foods Associ ati on.

We call Terry Brockman as the next w tness.

THE COURT: M. Brockman, please raise your right

TERRY BROCKMAN,
Being first duly sworn, was exam ned and

testified as foll ows:

A

TALTY COURT REPORTERS, INC. 4026

taltys.com - 408.244.1900

Sept enber 15, 2023



http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

THE COURT: Thank you, sir.
Your w tness, M. Rosenbaum
DI RECT EXAM NATI ON
BY MR ROSENBAUM

Q Good norning, M. Brocknman.

Have you prepared a witten statenent that is your
testi nony today?

A Yes, | have.

Q |s that the docunent that's before you that's
mar ked as | DFA Exhibit 27 in the upper right-hand corner?

A Yes.

MR ROSENBAUM  Your Honor, | would ask that this
docunent be marked with the next exhibit nunber.
THE COURT: Yes. This exhibit will be marked 202.
(Thereafter, Exhibit Nunber 202 was narked
for identification.)
BY MR ROSENBAUM

Q M. Brockman, could you please read your
st at enment ?

A. H. |I'mTerry Brockman, BBPRROGK-MA-N. |I'm
seni or vice president dairy procurenent, ingredients and
industry affairs for Saputo, USA, headquartered in
M | waukee, W sconsi n.

Qur business address is 10700 Research Dri ve,
Suite 400, M| waukee, Wsconsin, 53226.

Saput o USA operates 29 plants in the United
States, manufacturing and packaging a variety of cheeses,

cultured dairy products, whey ingredients, and extended

TALTY COURT REPORTERS, INC. 4027
taltys.com - 408.244.1900


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

shelf-life, and aseptic dairy products. W enploy
approxi mately 7900 enployees in the United States. W are
anong the top three cheese manufacturers, and one of the
| ar gest producers of extended shelf-life fluid products.
22 of the 29 plants in the United States process
mlk and receive mlk pooled in seven different Federa
MIk Marketing Orders. Mst of the mlk we buy is
regul ated by the Federal Order system and extends, at
| east to sone degree, to all classes of mlk. Therefore,
Saputo has a strong interest in the decision by USDA as a
result of this hearing.
As senior vice president of dairy procurenent,
i ngredients, and industry affairs, ny responsibilities,
anong ot her things, include mlk and cream procurenent for
all the conmpany's U.S. manufacturing facilities. Another
one of ny responsibilities is to represent Saputo USA and
participate as a nmenber in several industry associations.
|"mcurrently serving as secretary of the
| nternational Dairy Foods Association's executive council.
| al so serve on two segnent boards within |IDFA, which are
t he cheese and ingredients segnent boards. Additionally,
| sit on the executive board of Anerican Dairy Products
Institute, or ADPI. Saputo is also a nenber and supporter
of several other key industry associations. W actively
participate as a nenber of the Wsconsin Cheese Makers
Association, the Dairy Institute of California, the Cheese
| nporters Association, and the United States Dairy Export

Council, to nane a few.
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2023

| have been part of the dairy industry since
August of 1997, working at Saputo USA for that entire
26-year period, mnus a few nonths. | have held vari ous
roles within Saputo USA with the -- with the longest in
duration being president and chief operating officer for
our U S. cheese division for 14 years. M educati onal
background i ncludes a Bachel or of science degree fromthe
Uni versity of Wsconsin LaCrosse in political science and
graduate course work at the University of Wsconsin G een
Bay.

Qur position:

We have revi ewed and support the testinony of
M. Mke Brown representing the International Dairy Foods
Association. | specifically want to testify on Proposal
Nunbers 3, 6, 8, and 9.

Proposal Nunmber 3, submtted by National MIKk
Producers Federation to renove 500- pound cheddar barrel
pricing from NDPSR price used to calculate Cass ||
protein should be rejected. Cheddar barrels make up
approxi mately 50% of the cheese surveyed each week. This
proposal would create even nore price disparity between
cheddar barrel CVE market price and Cass Il pricing.
They woul d be conpl etely di sconnected. In ny opinion,

this would create even greater margin volatility for

been rejected in the past by USDA, and it should be
rejected again for the sanme reasons.

Proposal 6, submtted by the California Dairy

500- pound cheddar barrel manufacturers. This proposal has
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Canpai gn to include nozzarella cheese in the product price
surveys should be rejected. Wthout nore clear and
conci se informati on on how this would be acconplished, we
cannot support this proposal. As the second | argest
nozzarella manufacturer in the United States, Saputo USA' s
nozzarella facilities are all unique. The processes and
equi pment utilized are designed to make fini shed products
t hat neet custoner and consumer expectation. Recipes are
desi gned to achi eve finished good anal ytical data for fat,
solids nonfat, noistures and salt, to neet custoner needs
and expectations.

Qur | ow noi sture part-skimnozzarella string
cheese plants are very different and have nuch hi gher cost
structures than our |ow noisture part-skimnozzarella | oaf
pl ants that service our foodservice and industri al
custoners. The nultitude of nozzarella recipes, finished
product anal ytical data, packaging formats, and production
processes, all vary greatly based upon the custoner and
consuner expectations. For these reasons, nobzzarella
shoul d not be included in product price surveys used to
establish mnimumdass |11 pricing.

Proposals 8 and 9 are addressing Class |Il and
Cl ass IV Make Al |l owance increases. Saputo USA supports
t he Make Al |l owance proposals fromthe Wsconsin Cheese
Makers Association and the International Dairy Foods
Associ ations. The Wsconsin Cheese Makers and | DFA
proposals -- proposal use an average of Dr. Schiek's
studi es, which uses the 2016 California Departnent of
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Agricul ture audited manufacturing cost study adjusted with
inflation i ndexes and the | ast manufacturing cost survey
fromDr. Mark Stephenson using 2022 plant survey data.

Saputo USA participated in Dr. Stephenson's 2022
cost survey. W submtted whey drying cost data from our
Las Cruces, New Mexico plant. W don't make commodity
cheddar, therefore, we did not submt manufacturing cost
data for cheddar.

Updati ng the current manufacturing all owances are
a nust. Manufacturing allowances in Cass IIl and
Cass IVmlk pricing forrmulas don't reflect current
processi ng costs for cheddar, whey, nonfat dry mlk, and
butter.

Saputo USA's cost to process raw mlk into
finished product is conprised of the foll ow ng general
cost categories: Overhead, direct raw materials, direct
| abor.

These three categories, when excluding mlKk,
conpri se approxi mately 20% of the total cost to process
raw mlk into finished cheese. In review ng the cost
hi story of categories |listed above, we focused primrily
on the bel ow subsets of these categories, as they are
| arge contributors to the categories:

On overhead: Energy and electricity and repair
and mai nt enance cost;

Direct raw materials: Resin-based materials and
corrugat ed packagi ng;

And for direct |abor: Mnufacturing hourly rates.
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Significant increases have occurred across all
maj or categories that nmake up the cost of processing raw
mlk into finished product. Wile the information bel ow
reflects Producer Price Index market information, Saputo
has experienced simlar increases over the identified tine
peri ods.

Overhead inpact. Over the period from January
twenty -- or January 2006 through July 2023, energy costs
in particular have increased. The Producer Price |Index
and industrial electric power and industrial machinery and
equi pnent repair and mai ntenance used for support are
conpil ed by the US Bureau of Labor Statistics. The annual
average price index for electrical power has risen 74%
and repair and mai ntenance has risen 53% si nce 2006.

And | have the reference and data sources bel ow.

Direct raw materials or packagi ng i npact:

The annual average price index for plastics
mat erial and resin manufacturing has risen 42% and
corrugat ed paperboard in sheets and rolls has risen 78%
si nce 2006.

Manuf acturing | abor inpact:

The annual average price index and average hourly
earni ngs of production and non-supervi sory enpl oyees
manuf acturi ng has risen 55% si nce 2006.

Over this sane tine period, Saputo USA has focused
on offsetting these significant cost increases through
better efficiencies at all our plants. W consoli dated

our operational footprint to gain scale and inprove
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ef ficiency.

Additionally, we invested in hundreds of mllions
of dollars to inprove our processing equi pnent, installed
packagi ng automati on systens at the end of our production
i nes, depl oyed new technol ogy to reduce energy
consunption, and inplenented waste reduction initiatives
to reduce wastewater cost. This was done throughout our
operation -- operational network in the United States, and
yet, we have been unable to offset the increases in
manuf act uri ng costs.

Havi ng accurate manufacturing all owances are an
I nportant aspect of the Federal M|k Marketing Order. The
Federal M|k Marketing Order systemrelies on these
Make Al l owances to set mininmum pricing and distribute pool
revenues.

Dai ry manufacturers need Federal M Ik Marketing
Order Make All owances to accurately reflect the cost to
produce cheddar, whey, nonfat dry mlk, and butter.
Wthout this, manufacturers will be sent wong financi al
signal s inpacting investnent, capital disbursenent, and
Federal M|k Marketing O der pooling decisions.

It has been over 15 years since Make Al |l owances
were | ast updated, and it was based on data from 2006.
|"mgoing to reiterate a point that Mke Brown has in his
testinmony as the IDFA's chief econom st nade: "The
cheese, butter, whey, and nonfat dry m |k manufacturing
i ndustries urgently need immedi ate relief fromthe highly

injurious fixed relationship between output prices and
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m ni mum regul ated prices that do not reflect current
i ndustry costs. The existing use of fixed out-of-date
Make All owances is a major problemfor all dairy product

manuf act urers produci ng cheese, butter, whey, and nonfat

dry mlKk."
Thank you for allowng ne to testify on behalf of

Saput o USA.
Q Thank you very nuch, M. Brockman. | have a few

guestions relating to sone of the testinony that's conme in
regarding sone -- a few issues.

One of them was sone testinony by, | believe it
was a National MIk witness that indicated that under the
| DFA proposal, at |least sone of the tine the
Make Al l owance woul d actually exceed the sale price for
whey, neaning that people would be selling their whey at a
| oss, | nean, nore than their manufacturing cost.

Can you comment on what, in fact, has been the
experience on that issue historically?

A. Hi storically that happens all the tine. The cost
to dry whey exceeds what's in the Make Al l owance, and the
mar kets frequently don't nmake sense to even dry the whey
because by the tinme you dry it and sell it, the selling
price is lower than the cost of the nmaterials that you
paid for it inthe mlk as well as drying.

Q Ckay. And why -- why do you dry under those
condi tions?

A. Well, when you make cheese, you get whey, and the

only place to go with it is generally through a dryer or
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to sell it to soneone else that has a dryer, or
concentrate it and sell it as aninmal feed. |If you don't
have those outlets ahead of tinme, you have to dry it,
there's no choice, and you have to inventory it and sel
it for the market price.

Q You get what you can even though it doesn't
actually end up being a profitable undertaking; is that
right?

A. Fair. Yes. |If you want to nake cheese, you have
t o process whey.

Q Now, there also has been sone testinony about how
much of the cheese industry as a whole is priced off of
40- pound bl ocks versus 500- pound barrels, and perhaps sone
suggestion that -- there may be two or three identified
exceptions -- if the product is not being sold off of the
500- pound barrel market, then sort of by default it is
priced off of the 40-pound bl ock narket.

Coul d you comrent on your views as to that
guesti on?

A. Well, | think that, as they nentioned, people were
t hrowi ng around percentages of what is sold on block and
what is sold on barrel. | think what they are -- a big
segnent that they are forgetting is the branded retai
side of the business. So branded retail cheese is sold on
a case price to the retailer. It is not sold on a bl ock
market. |It's not sold on the barrel market. |It's a fixed
price. And, for exanple, our branded string cheese, we

sell it on a case price to the retailer and work our
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pronoti onal or trade spending off that price. It has
nothing to do with the block market. You focus nmuch nore
on the Cass IIl for the input cost.

Q What about for export?

A Exports, Asia, and what | would say, the Mddle
East, North Africa, South Anerica, are on tenders. \Wat |
call a tender is people go out for a quarter in advance
and ask for pricing, and you have to conpete on the gl obal
mar ket for that pricing if you want to sell into those
mar kets during that quarter. So it's a global narket, and
it's not based on any bl ock market indices or barrel.

MR. ROSENBAUM The witness is available for
Cross- exam nati on.
CRCSS- EXAM NATI ON
BY MR M LTNER:

Q Good norning, M. Brockman.

A. Good nor ni ng.

Q For the record, I"'mRyan MItner, and | represent
Sel ect M|k Producers.

| wanted to talk with you about your whey
operations. You have a |ot of cheese plants, correct?

A Yes.

Q You nade reference specifically only to one whey
plant in Las Cruces, correct?

A Correct.

Q s that the former F&A cheese plant?

A Yes, it is.

Q Ckay. \What type of whey products are produced at
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t hat plant?

A. Just sweet dry whey.

Q It is just dry whey. There are no other WPCs or
WPl s produced there?

A That's correct.

Q At your other cheese plants, do you produce dry
whey?

A. Yes. W have capabilities to produce dry whey
even though they are not the primary products.

Q At those plants, do you produce nore of the WPCs
and WPl s?

A. Yes. W produce the WPC34 and WPCB0s, as well as
dryi ng perneate.

Q At the plant in Las Cruces, what types of these
cheeses are produced there?

A Pasta filata or nozzarella and provol one.

Q | think you nade reference in your statenent that
you didn't make any commodity cheddar, and in fact, that
at Las Cruces you nmake no cheddar at all, correct?

A That's correct.

Q For the dry whey that you produce at Las Cruces,
is that -- are the sales reported to the NDPSR?

A. Yes, they are.

Q Does Saputo report any other dry whey sales to the
NDPSR from ot her pl ants?

A When we make themin Waupun, we report them as
wel | .

Q Did the dry whey manufacturing costs for any
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pl ants ot her than Las Cruces get reported to

Dr. Stephenson?

A No.
Q | can't renenber exactly when, but when did Saputo
acquire the F&A plant?
A | want to say it was |late 2017, Decenber of 2017.
Q That sounds reasonable to nme. And you woul d know
better than I, | think.
You -- I"'mcurious, if -- if in preparing National

M I k's proposal or preparing for your testinony, did
Saputo | ook at the dry whey costs at Las Cruces, the
processing costs fromlike when you acquired it say early
2018 to now?

A. | -- | have not | ooked at that specifically.

Q Did Saputo | ook specifically at its costs to
produce dry whey at any facility in preparing for your
testi nony today?

A. We submitted the survey docunent whenever that
was. That was to the extent on the dry whey that we
| ooked at.

Q Ckay. In addition to that, did you -- did Saputo
| ook at any of its historical costs to be able to say,
boy, our cost to produce dry whey in 2008 was X, and in
2022 or 2023, it is 3X, or whatever that is?

A Not the conparison, but | know what the cost is to
dry whey at our plants.

Q Ckay.

A So --
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Q Are you willing to share that?
A No.
Q | had to ask. Ckay.
Ckay. In your statenent you tal k about sone

i nvestnents that Saputo has made into its various
facilities.

Now, you are aware that depreciation costs are
included in Dr. Stephenson's study, correct?

A | believe so. Yes.

Q And so whatever those costs that Saputo has, if
they were reported to Dr. Stephenson, they woul d be
i ncluded in his manufacturing costs, correct?

A Yes.

Q Those projects, those capital projects you
descri bed, you described themas investnents to inprove
your efficiencies, right?

A Yes.

Q Now, were you part of the decision-making process
on those inprovenents?

A Yes.

Q Wul d you characterize those as upgrades to
facilities or replacenents of equi pnent that had reached
the end of their useful life?

A. | think they were in many cases both.

Q Okay. So you did have the ability to nmake the
necessary capital inprovenents to your plants to keep them
functional and operational ?

A Yes.
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Q When you nmade those decisions, did you prepare
anything like an IRR, an RO anal ysis, a payback
cal cul ation, or anything on those various projects?

A. Definitely on the | arger projects.

Q And | assune because you went forward, those
anal yses showed that they were a net financial benefit to
Saputo in your plant operations?

A. They offset cost increases that we needed to be
conpetitive, yes. | nean, it is -- when -- when -- when
we tal k about reasons to invest, a kilowatt rate is a
kilowatt rate. And if that kilowatt rate goes up by 50%
and you reduce the nunber of kilowatts you use because you
spend capital, part of that capital return is the -- you
know, the return is to pay for the capital you outlaid
upfront and the interest you had on it. So that -- but --
soit's -- it doesn't change the fact that the kil owatt
rates are nore expensive for energy.

Q | agree with that entirely.

But the investnents were nade because they were
either going to increase the incone to Saputo or reduce
its operating costs, correct?

A Yes. Yes. For the ones that weren't just
equi prent repl acenents.

Q Ckay. But those were necessary just to keep the
operation going, right?

A Yes, to be functional.

Q Sol'm-- 1I"m-- given that, 1'd like to you

expand on the | ast sentence on page 4. \Were you say,
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"Thi s was done throughout our operational network in the
United States, and we have yet been"” -- "we have"
sorry -- "and yet we have been unable to offset the
i ncreases in manufacturing costs.”
Now, explain for me what you nean by t hat
sent ence.

A. What | nean is that we spent hundreds of mllions
of dollars to inprove our operational footprint and our
ability to process and nmake cheese and dairy products, and
yet, have been able to recover the full cost of the
i ncreases that we have received.

Q Soif | may take that a step further, even despite

t hese i nprovenents, your overall costs have increased,

correct?
A Yes.
Q But Saputo has realized the econom c benefit it

expected to when it did its IRR or payback or return on
i nvest nent anal ysis, correct?

A. Dependi ng on when we did themduring this tine

period, | would say earlier ones, yes. NMdre recent ones,
not yet.

Q | s that because of interest rate environnents
or --

A. That's -- nost of them have duration for payback,

SO you just have to get to the tinme period.
Q So -- so they haven't been fully paid back, but
you -- you are -- they are generating cost savings or

i ncome to nove toward a payback?
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A Yes.

Q Ckay. You provided also a |lot of data on PPl and
your packagi ng overhead and |l abor. |'mcurious as to why
you chose to present PPl data instead of Saputo's data on
those line itens.

A Just because | don't want to give out that
i nformation publically.

Q And | know that other manufacturers have sai d not
to the dollar anmount, but, you know, our packagi ng costs
are up 54% or whatever.

But you chose not to provide that information,

correct?

A. Because it's a public conpany, we don't share that
with our current -- we don't provide that information
publicly.

Q Ckay.

A. Sotodoit inthis setting would be not

appropri ate.

Q So the current Make Al l owance for dry whey is
$0. 1991.

A Yes.

Q And is that Make Al |l owance hi gh enough to cover

Saputo's current nmake costs on whey?

A No.

Q National M|k proposes, in year one -- |'m
sorry -- | DFA proposes in year one of its proposal,
$0. 2574.

Wuld that be a |l evel high enough to cover

TALTY COURT REPORTERS, INC. 4042
taltys.com - 408.244.1900


http://www.taltys.com

© 00 N o o A~ W DN P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

Saputo's cost to dry whey?
A Now, it woul d be no.
Q | didn't hear the first part of your answer.
A No. Right now, no.
Q Ckay. In year four of IDFA s proposal it is
$0. 3157. Wuld that be high enough to cover Saputo's cost

to dry whey?
A Today?
Q Yes.
A Yes. | don't know what the future will |ook |iKke.
Q None of us do.

You -- it's pretty clear your position on barrels
and their inclusion in the survey. oviously, it's also
cl ear Saputo produces no barrels, correct?

A That's correct.

Q And M. Rosenbaum asked you sone questions about
that, and if | can summari ze what | understood from your
answers, you explained that the retail narket, the
whol esal e retail nmarket where you sell the stuff that we
buy at Kroger every week, that's divorced from bl ock and
barrel prices, correct?

A The branded business is.

Q Ckay. And | think you also said that the export
mar ket is divorced fromblock and barrel pricing -- or at
| east barrel pricing. Ws that correct? D d | understand
correctly?

A The markets that | nentioned, Asia, South Anerica,
M ddl e East, North Africa, yes.
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Q And are those Saputo's primry --

A Those are the ones that we sell into that | can
speak to.

Q Okay. And right now -- and it changes over tine,
but barrels tend to decrease the Class IIl price, at |east
t hey have recently, correct?

A. Based upon the information that | have seen during
sone of the testinonies, yes. Over the last, | want to
say five years, there's a | arger gap.

Q And you -- and | think you said that because of
the market Saputo operates in, that Cass IIl price is
nore relevant to you than the block price or the barre

pri ce when you sell your products, right?

A It is always the nost rel evant because that's your
cost.

Q So is the reason that you want to keep the barrels
in, sothat the Class IIl price is |ower?

A. Well, it actually -- sonetimes the barrel price

hurts the correlation that | have between what |I'm selling
versus what I'm-- what I'mselling. So if I'mselling on
the block and the barrel market's higher, | have actually
had an i nverse relationship, which happens during certain
nont hs and certain quarters, and it can go the other way.
Li ke you are saying, over the last five years, the gap has
wi dened, that barrel prices are | ower.
| -- right now, in regards to pricing on the
Class Ill, we sell nost of our product, other than what |

mentioned in exports and at the retail trade, npostly on
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t he bl ock market on an overage.

Q Ckay. | nust have mi ssed that because | thought
before you said the two markets you were concerned with
were retail -- branded retail and export, and that -- and
that barrels and blocks didn't apply to that, and now you

are saying that you do price product off of blocks and

barrel s.
A | was specifically talking that retail branded
itens are not sold on the bl ocks, and where we sell into

Korea, South America, Mddle East, and North Anmerica are

not sold on the blocks. All the rest of our business

2023

donestically in the United States on nozzarella, and a | ot

of other products, are sold on an over-the-bl ock basis.
Coul d be under-the-block basis as well.

Q Ckay. So they are all priced off blocks, not
barrel s?

A. Right. | was just trying, basically through the
guestion, is to tie out that 100% subset, 95% was sol d on
t he bl ock, others said 70 to 75%

Q Ckay. But none of your products are sold off the

barrel, right?

A That's correct.

Q Ckay.

A. But we do buy off the barrel.
Q Ckay.

A. We buy processed cheese --

Q Ckay.

A -- and resell.
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taltys.com - 408.244.1900

4045


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15,
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

MR MLTNER Al right. Thanks for helping to
clarify that.

THE W TNESS: You're wel cone.

THE COURT: Further questions other than AMS?
AMB?

Ch, I'msorry, M. Hancock.

CROSS- EXAM NATI ON
BY Ms. HANCOCK:
Q Good afternoon, M. Brockman -- or, no, good
nor ni ng, sorry.
A. Good nor ni ng.
Q Maybe I'mstill in yesterday.

Did you submt -- | think you said that you
submtted information for Dr. Stephenson's survey. |
think it said 2022; is that right?

A. Yeah. | believe it was their 2023 survey, but
the -- we submtted it, | think, 2022.

Q Did you submt your information for the 2021
survey?

A No.

Q Why not ?

A To be honest wth you, I -- | don't know why. |

don't know.

2023

Q Ckay. And you did so for the 2022 survey, because

| DFA was encouraging its nenbers to do so, and so there
was a direct reach out for that?

A. | s that a question?

Q Yeah. Sorry.
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A. No, | was nade aware of the survey, and | wanted
to participate. And we used Las Cruces because it was the
easi est, cleanest plant that we had in regards to one
product, one dryer, it was a very sinple, easy exercise
for our cost accountants to put together and fill out the
survey.

Q Ckay. So did you only respond with one plant?

A. Yes, as | nentioned.

Q | think you said that -- you were just |ast
talking wth M. MItner about pricing nozzarella off the
bl ocks, and I'mwondering if that's been a seanl ess
process for you to be able to price your nozzarella. Any
i ssues?

A. What do you nean seam ess?

Q Any issues that you have had pricing your
nozzarella off the bl ocks?

A. Besi des not getting enough of a price, | guess,
but -- no, there's been no issues with pricing off the
bl ock for nozzarella.

Q Ckay. And -- and that's always the case, right,
that you just want to get nore, a better price; is that
fair?

A Yes.

Q And you're a publicly traded conpany, and so al
of your financials are publicly reported online; is that
accur at e?

A Si nce 1998.

Q Ckay. And if | look at the nost recent financials
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for Saputo, it says that Saputo has been returning a
profit 4.468 billion in 2023.
Does that sound right?

A. | -- | don't have it nenorized off the top of ny
head but --
Q In the ball park?

A. Are you tal king EBITA or are you referring to --

Q " mtal king about just Saputo revenues. So we can
tal k about EBITA --

A. Ch, you are tal king about revenues, because you
said profit.

Q Ckay. Well, we can tal k about EBITA.

Your EBITA was 392 mllion in 2023; is that right?

A. | don't think that's accurate. But are you
| ooking at a quarter? What are you | ooking at?

Q "' m1looking for fourth quarter fiscal 2023.

A. Are you looking at the U S. division? d oba
division? | don't know what you are | ooking at.

Q Do you know what the 2023 U.S. division EBITA was
for 20237

A So you are |ooking at the U S. division, not the
gl obal conpany?

Q " mjust asking if you know.

A. Not off the top of ny head exactly what it was at
the end of the year. But if you are |ooking at the U. S.
di vision and you are saying it is 392 mllion, and you are
referring to it as Canadian dollars? |Is that what you are

referring to 392 to?

r TALTY COURT REPORTERS, INC. 4048
taltys.com - 408.244.1900



http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W N PP O © 0N O 00 M WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

Q | " m aski ng what your know edge is. Do you know
what the profits -- do you know what the EBI TA was for
fiscal year 2023 for the U S. division in US. dollars for
Saput 0?

A. | would say it's in the upper 300s.

Q And is it fair to say that it represents a
si zeabl e percentage increase in fiscal year 2023 over
20227?

A Yes.

Q Do you know what the percentage is?

A Not off the top of ny head, no.

Q More than 409%

A | don't know. Could be.

Q Saputo is -- | think it characterizes its
facilities as world class facilities.

Have you heard that used to characterize Saputo's
facilities?

A. | woul d say sone are.

Q Wi ch ones?

A W have over 60, so which one --

Q Wi ch ones woul d you consider to be the world
class --

A. Do you want to tal k about the U S. ones or do you
want to tal k about the gl obal ones?

Q We can tal k about U. S.

A. | would say we have probably three world cl ass
facilities in the U S. on the cheese side.

Q Whi ch ones woul d t hose be?
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A. |'d say Tul are Pai ge, Waupun, and Tul are Levin.
Q And the one that is under construction now, where

is that | ocated?

A | n Sout heast W sconsi n.

Q WIIl that be a world class facility when it opens?

A | hope so. Yes.

Q That's the plan, right?

A That's the plan.

Q It is scheduled to open in 20257

A. It's scheduled to start |later this year.

Q Ckay. It wll start processing in --

A. Fully conplete by that.

Q Ckay. So that's good clarification. You wll
start processing product there this year, but it wll be
fully conplete by Cctober of 20257

A Yes.

Q And it started at a $240 mllion investnent.
Do you know where it's landing by the tinme you are

fully open and conpleted in 2025?

A. | don't have any updated cal cul ations on that.
Q Somet hing in excess of the $240 million?
A | don't know. [It's not ny area of responsibility

anynore to track the capital projects but --

Q And then there's al so an expansion to the string
cheese on the West Coast?

A Yes.

Q And that's another $75 million project?

A Yes.
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Q And those are expected to provide a profitable
return no later than the fourth quarter for 2024 for the
two projects; is that right?

A Yeah. Again, that's the plan.

Q So then if we open -- if you are opening the new
facility in the end of the year in 2023, within 12 nonths
you are expecting that new plant and the expansi on on the
string cheese to have profit returned within 12 nonths?

A Yes.

Q And then you have made sone decisions to close
several other facilities that were less efficient and
out dat ed?

A Yes.

Q And | think I counted five.

Does that sound right?

A. That sounds a little high, but it -- 1 -- 1 got to
go back and count them | guess. | got to go | ook at
the -- what we call is the strategic plan. But | can --

one's not really closed, it's being reutilized. So |
won't say it is closed.

Q Ckay. So four are closing and one is being
r epur posed?

A. You are -- yeah. Four. Correct.

Q Ckay. And with those cl osures, you woul d agree
with me that Saputo's efficiencies in its plant processing
capabilities are going to be inproved?

A Yes.

Q And have you neasured the percentage of cost
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efficiency inprovenent that you expect to receive by
cl osing those plants, those four plants, repurposing one
pl ant, and then opening the new plant?

A The anal ysi s has been done.

Q Do you know what the percentage of inprovenent is
to the cost structure for processing the products by these
strategi c changes that Saputo is expecting to receive?

A. Not off the top of ny head, no.

G eater than 30%
| don't know.

Ckay. Can you ballpark it?

> O > O

It's probably, if it's -- | would refer back to
the press release that you are getting the information off
of as being the nost accurate, public avail able.
That's -- that's what | woul d use.

Q Ckay. |If your press release or your public
statenments that you issue to your sharehol ders said that
it was 47% would you have any reason to disagree with

t hat ?

A | woul d not.
Q Do you know -- | think that when you were talking
wth M. MItner just now, you were able to -- to | ook at

t he proposed Make Al l owance increases and tell him at what
poi nt you believed that it would cover the Make Al |l owances
for Saputo; is that right?

A Yes.

Q And | can't -- | didn't -- | don't know if |

caught it, but was it year two for |DFA s proposal that

TALTY COURT REPORTERS, INC. 4052
taltys.com - 408.244.1900


http://www.taltys.com

© 00 N o o A~ W DN P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

you said it would cover the Make Al |l owances?

A. He basically asked the first year and the | ast
year.

Q Ckay. Do you --

A That's what he used.

Q What year is it that it would cover Saputo's
Make Al | owance?

A. | would rather just keep it to the answer that |
had instead of trying to narrowit in to what my cost is.

Q So sonmewhere between two and three; is that fair?

A. | -- 1 think | just answered that | would rather
not narrow it in.

Q Ckay. Can you tell nme what year it was that the
current Make All owances that are set becane insufficient

to cover Saputo's costs?

A | would say the date it was inplenented for sone
pl ant s.

Q Back in 20087

A Yes.

Q Based on the efficiency |levels of those plants?

A Yes.

Q And those are sone of the plants that we just
t al ked about have since been cl osed?
A. No, they were closed a |long tine ago.
Q Okay. And others that have then since been
cl osed.
A Yes.
Q Ckay. And so when you were giving the answer to

TALTY COURT REPORTERS, INC. 4053
taltys.com - 408.244.1900


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023

NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

M. MIltner about sonewhere before year four it would
cover the cost of Saputo's manufacturing for cheese, then,
did you account for the fact that these four plants that
you are closing now, the one plant that's being repurposed
and then the new plant that's being constructed, were you
accounting for the inprovenent in efficiencies that are
forecasted for Saputo or were you just using your current
cost structure?

A. You realize the plants that were closing don't
process mlk, right?

Q Well, | nean, |I'mjust asking because you said

that you closed themfor efficiency purposes.

A. Yes, but they don't process mlk. So really from
a Make All owance perspective, | don't think it has any
beari ng.

Q So is all of the inprovenent in the cost

ef ficiencies comng out of just the construction of the
new pl ant ?

A. They are cut-and-wap operations that are going
into the new plant. So old cut-and-wap operations are
bei ng cl osed into a new one.

Q And -- and the new --

A They can automate --
Q Go ahead. | didn't nean to cut you off.
A No. They're automated. It's all about automation

and having |ong straight buildings that can have strai ght
lines that can be autonmated w t hout people. And our ol der

facilities are cut up and not allow ng you to have | ong,
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straight, narrow, efficient processing |ines.

Q And then it also allows to you nove into different
geographic territories where you can reduce sone of your
haul i ng costs as wel | ?

A Yes.

M5. HANCOCK: COkay. That's all | have. Thank you
for your tinme.
THE W TNESS: Thank you
CROSS EXAM NATI ON
BY MR ROSENBAUM

Q St eve Rosenbaum again, just to clarify what you

were tal king about at the end.
The brand new plant that we have been spendi ng
sone tinme tal king about, that is not a cheese
manuf acturing plant; is that correct?
It is not.
It doesn't receive any mlk, correct?
That's correct.
It's a cut-and-wap operation?
Yes.
Its costs are not included in anyone's cal cul ation

ke Al |l owances, correct?

>z 0 >0 >0P>

That's correct.
MR. ROSENBAUM That's all. Thank you.
THE COURT: M. Engli sh.
CROSS- EXAM NATI ON
BY MR ENGLI SH:
Q Good norning. My nane is Chip English for the
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M1k I nnovation G oup.

M . Brockman, does Saputo receive any Grade B

mlk?
A No.
Q | f you stopped receiving Gade B mlk at any tine,

when did you last receive Gade B m | k?
A. W st opped probably in 2015 or 2016.
MR. ENGLI SH: Thank you. That's all | have.
THE COURT: Ckay. Are we ready for AMS?
Looks |ike Ms. Tayl or.
CROSS- EXAM NATI ON
BY M5, TAYLOR
Q Good nor ni ng.
A Good norni ng.
Q Than you for comng to testify today.
A. Thank you.
Q O your -- okay. So | want to make sure |
under stand Saputo's footprint.
You have 29 plants, and 22 process mlk, so the
ot her seven are cut-and-wap operations or other things?
A Yes.
Q Ckay. And of the 22 that you do receive mlk
from how are those supplied?
A. We purchase m |k either through cooperatives or
our direct farnmer base.
Q And do you know roughly in total percentage
br eakdown of your co-op versus your independent direct

shi pper suppl y?
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A. Yes, | do.

Q Wul d you m nd shari ng?

A. We don't share that publicly at this tinme but --
Q Ckay.

A. -- it's -- we try to -- to be bal anced.

Q And do you pool mlk on all of those with the
t hose 22 plants?

A. | woul d say nost of the tine, yes.

Q But you do not pool mlk sonme of the tinme when
that's a good busi ness deci si on?

A. Yeah, based upon the pooling paraneters in the
Federal Orders that we reside.

Q Ckay. And there's been talk recently, | don't
know how rmuch of the hearing, | don't know what week we're
on now, you listened to perhaps, but throughout the
heari ng you have heard di scussi ons of how producers have
been i npacted by inadequate Make Al |l owances as they have
been presented to us and how that's inpacting | ower pay
prices to themthrough a co-op side, and then naybe that's
rebl endi ng those | osses across the nmenbers; fromthe
proprietary side that m ght be paying | ess premuns to
your shi ppers, etcetera.

So | wondered if you could talk to how Saputo has
dealt with or tried to -- how Saputo has dealt with those
manuf acturing | osses as you would termthemin their pay
prices to producers?

A | think there's been terns thrown around I|ike

relief valves or things that you can do to -- obviously,

r TALTY COURT REPORTERS, INC. 4057
taltys.com - 408.244.1900



http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

depooling at tinmes is one way. Prem uns have decreased
significantly. | would say they are down, you know, in
bal | park figures over a dollar in Upper Mdwest from where
they were ten years ago.

Q And are you talking there Saputo specifically or
just generally?

A. Tal ki ng about that's -- that's the market. What |
woul d say the -- to buy mlk, that's the market. So if
you want to procure the mlk, the market's $1.50 over
class, that's what you have to pay. Sonetinmes it is
lower. And | would say right nowit is a dollar off where
it was just ten years ago on the over-class premuns in
the M dwest.

Q So Saputo does pay premuns when it needs to -- to
get mlk supply?

A Yes.

Q And there's been discussion from-- you know,
there's two sides of the coin, right? W hear people
testifying that froma producer side it is really hard to
renegoti ate those premuns. And | nean, to be frank, we
hear testinony on the other side that says, well, if they
need nore prem uns, they can cone to us, and we can
negoti ate that.

So | guess it's up to the USDA to figure that out
as everyone has so eloquently put in this hearing nultiple
times, but when it cones to how Saputo operates, you know,
how often do those -- how often do those discussions

occur?
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A. So since I'"mresponsible for the mlk procurenent,
| have several conversations with farmers weekly, nonthly,
that | can say unequivocally the farners have been worried
nore about market access and having availability to
mar kets over their |last five years than they have been
worried about prem uns. They want a market for their
product, one they can go back to the bank and say, | have

sonebody that's going to take ny mlk. Not sonebody that,

| am nmaki ng $0.50 or $0.60 over class. It's nore, wll
you take ny mlk and take it every day? | can't afford to
be cut off. | have a 3,000-cow dairy; | need a nmarket for
the mlKk.

Q So -- but when it conmes to ny question on how

often you have di scussi ons about prem uns?

A. How often? W generally set our prem uns on an
annual basi s.

Q Thank you.

Do you have any plants that take mlk [ocated in

Cal i fornia?

A. Yes, it's one of our biggest orders.

Q Ckay. So we have a study -- you know,
Dr. Stephenson's study, which you all did participate
in-- well, let ne ask this question because | don't know
Saputo's footprint. 1In California, those plants, do they
produce products that were reported to Dr. Stephenson?

A No.

Q Ckay. Then | won't ask

And you make cheddar, so -- but you don't make
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barrels; is that right?

A. W make what | would call specialty cheddar, you
know, agi ng product for three years, or that include --
have i ncl usi ons and/ or kosher, organic, non-GVMO, what I'd
call specialty cheddar.

Q Ckay. So no reportable cheddar, NDPSR reportabl e
cheddar ?

A. If we do nmeke it because we don't have anything
else to put it in, then we would and report it.

Q Ckay. | wanted to ask you a couple of questions
on nozzarella, what you do nake; is that correct?

A Yes.

Q Ckay. | know you tal ked about how your costs are
different in maki ng cheddar. Wuld you say they are -- |
guess, can you expand on how they m ght be different -- or
excuse nme -- on making nozzarella, can you expand on how
they mght be different and how nuch nore of a cost you
woul d see in making your nozzarella products versus your
cheddar that you m ght happen to put in a block or a
barrel and report?

A | wouldn't say necessarily that it's nore. |

mean, nozzarella is a different type of cheese, generally
wi th a nuch higher noisture content than cheddar. So,
t herefore, you know, when you -- it just -- you have |ess
solids than if you are selling it as a 48 or 50% noi sture.
So it's the cost that's -- not necessarily higher, unless
you put it into different fornats.

Q Ckay. And there has been sone di scussi on when we
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did have California Dairy Canpaign here to discuss
nozzarella about if it was included in the survey, what
woul d be considered a bulk size to be kind of conparable
to what we currently survey.
Do you have an opinion on what would a bul k size

be for nozzarella?

A. For kind of like as a clearing type?

Q Sure. Uh- huh

A. | woul d say 20-pound nozzarella | oaf.

Q You indicated that you participated in the 2023
Dr. Stephenson study but not the 20197

A That's correct.

Q | don't know if you renenber, did you al
partici pate back in 2006 when Dr. Stephenson did that
survey? | know I'mtesting your nenory probably.

A And | don't -- | don't renmenber.

Q Ckay.

A. | really don't. And to be -- | don't think we
owned a whey pl ant then.

Q Ckay.

2023

A In fact, back then, because we acquired our -- the

Alto asset, which had a whey dryer, and the Land O Lakes
assets in 2007 and 2008.

Q Ckay. You tal k about on page 4, give sone indices

for costs and for energy, and | know there's sone cites
t here.
Two questions: Does Saputo use any type of

hedging to lock in your energy rates?
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A Yes.

Q And you tal k about in that energy section
conparing your costs to 2006 -- or not your cost
specifically, but just what the indices say. And we did
| ook up sone of those references which you provided, and |
know the one for -- or it seens to be the one for repair
and mai nt enance, that series only goes back to 2009.

So | guess | would ask you about that. And so for
the repairs and nai ntenance, are you sayi ng that shoul d
just be a conparison from 2009?

A. "Il go back and check, but -- it's a follow up,
but I -- 1 wll look. | maght have just not put the right
data on the testinmony. Sorry if that's not right.

Q | have all these wonderful people behind ne that

check all these things.

A | believe it is right off the St. Louis Fed, and |
know our procurenent groups | ook at them --

Q Yes.

A. -- religiously to make sure that procuring
correctly.

Q Okay. On your discussion of efficient investnents

in your plants, and | think I caught you're building a new
pl ant, but that's just cut-and-wap?

A Yes.

Q So of the other plants where you did put sone
investnents in to gain efficiencies, wiuld these be al so
to increase yields to efficiencies, not just reducing

costs but increasing output?
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A. Well, the ones that -- that is currently a
nozzarella plant that's being repurposed to nake goat
cheese, and so it's --

Q Not a --

A. | can't conpare -- goat cheese is conpletely
different than the nozzarella that it was maki ng and the
equi pment is conpletely different.

Q Have you put any investnments in on the whey side
of the house since that is a reportabl e product?

A Mostly in the fractionation side.

Q Ckay. On page 5, the last sentence of the first
paragraph -- well, first, the paragraph tal ks about dairy
manuf act urers needi ng accurate Make Al |l owances. And you
say, "Wthout this, manufacturers will be sent wong
financial signals inpacting investnent, capital
di sbursenment and Federal Order pooling decisions."

| "' mwondering if you can just expand your thinking
on that sentence for us.

A So -- well, as a -- as a -- what | wuld call a
gl obal conpany, every division is working to get as much
capital as they can to reinvest in their division or their
area. And ultimately, if we want to continue to reinvest
in cheese nmaki ng, we have to have a positive return.
Utimately, with the Make Al | owances being out to date --
out of date, making cheese -- making it nore chall engi ng
to make the return that's acceptable, you wiill redirect
funds and capital to other areas of the business, it could

be fillers for aerosol, it could be tabletop, it could be
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a variety of things. But those would get preferential
treat ment over cheese, maybe inaccurately. So because the
demand in the marketplace m ght be for cheese, but if
cheese makers can't nmake profits, then they won't invest
init.

And pooling decisions, | think people have talked
about disorderly marketing quite frequently, but when
peopl e are depooling, just because it's their only way
that they can nake cheese and process whey to nmake noney,

| think that's disorderly.

Q So you would rather see it where nore mlk is
pool ed?
A. | think that's better for everyone.

M5. TAYLOR That's it from AMS. Thank you.

THE COURT: M. Rosenbaunf

MR. ROSENBAUM  Your Honor, | would like to nove
Exhi bit 202 into evidence.

THE COURT: Any objections?

Seei ng none, Exhibit 202 is admtted into the
record.

(Thereafter, Exhibit Nunber 202 was received

i nto evidence.)

MR. ROSENBAUM We have another w tness, but we
have been going for about --

THE COURT: Yes, we have, an hour and 45 m nutes.

Of the record.

(O f-the-record.)
THE COURT: Al right. You are dism ssed. Thank
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you so nuch for comng in.

And we'll take a ten-m nute recess. Cone back at
9: 55.

Of the record.

(Wher eupon, a break was taken.)
THE COURT: On the record.
Pl ease rai se your right hand.
KI'M HElI MAN,

Being first duly sworn, was exam ned and

testified as foll ows:

THE COURT: Your witness. | think it's still a
valid swearing in.

MR. ROSENBAUM | think they used to call themthe
nmystery knights, you know, in the jousting conpetitions.
DI RECT EXAM NATI ON

BY MR ROSENBAUM

Q Coul d you pl ease state your full nane for the
record?

A. My nane is KimHeiman. And it's spelled K-1-M
| ast name is HHE-I-MA-N

Q And what is your mailing address or business
addr ess?

A. Qur business address is 10898 U. S. H ghway 10, and
we're in Marshfield, Wsconsin, 54449,

Q And you are here today appearing on behalf of the

W sconsi n Cheese Makers Association; is that correct?

A That is correct.
Q The first witness for that organization to appear
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A. Thank you.

Q Wl cone.

You have prepared a witten testinony that's been
mar ked as exhibit WCOMA-2; is that correct?

A That's correct.

MR, ROSENBAUM  Your Honor, |'d ask that this be
mar ked with the next Hearing Exhibit nunber.

THE COURT: So marked as 203.

(Thereafter, Exhibit Nunber 203 was narked

for identification.)
BY MR ROSENBAUM

Q Now, M. Hei man, you have prepared and attached to
your statenent a rather detail ed discussion of your
conpany's cost of meking cheddar cheese; is that correct?

A That is correct.

Q | believe it is perhaps the nost detail ed
information that any witness has provided so far in this
hearing, so it will be of sonme interest as we go through.

You are here to testify about WCMA Proposal 8,
correct?

A That is correct.

Q And are you aware that WCMA Proposal 8 and | DFA

Proposal 9 are identical, in fact?
A Yes, | am
Q Devel oped jointly in essence, correct?
A That's correct.
Q Ckay. Could you please read us your testinony?
A. Thank you. [1'd love to.
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My nanme is KimHeiman, and | am here today to
testify in support of Proposal 8 which seeks to update the
current Make Al l owances with a phased-in inplenentation
schedul e.

| serve as president of Nasonville Dairy, a cheese
manuf acturer in Central Wsconsin that is now enploying a
third and fourth generation of our famly, alongside 130
full-time and part-tinme enployees. Qur production site
west of Marshfield is really two plants in one, with
separate |ines running Anerican-style cheeses and Feta
cheese. In all, we produce about 60 mllion pounds of
cheese in 42 different varieties and styles of cheese,

i ncl udi ng col ored cheddar in 40-pound bl ocks.

As an owner and principal of Nasonville Dairy, |I'm
involved in nearly every aspect of operation, with a daily
enphasi s on the cheese production, whey production, and
wast ewat er processing. | have been enployed with the
dairy for over 40 years, and since the age of 16 have been
a licensed cheesemaker in Wsconsin -- Central Wsconsin
cheesenuaker.

Accuracy in Make Allowances is inportant to the
proper functioning of classified mlk pricing. W pool

mlk in Oder 30 and follow the requirenents for paying

our dairy farmers partners -- or dairy farm partners,
excuse nme -- according to order regul ations. Together
with ny controller, |I have gathered information on our

costs to produce col ored cheddar in 40-pound bl ocks, which

conpri ses about 27% of our total cheese production.
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It is nmy hope that our real world data is useful
to USDA as it contenpl ates updati ng Make Al | owances.
Cheese plants |ike us, and smaller cheesemakers and the
| arge operators need up-to-date Make Al |l owances t hat
refl ect production costs that have skyrocketed in recent
years. | can tell you that if our 55-year famly
operation only made col ored cheddar bl ocks, we woul d not
have survived the | ast decade. An accurate Make All owance
is the key to keeping a healthy diverse nunber of cheese
factories operating around the country, providing the nost
possi ble options for dairy farners to sell their fresh
m | k.

And not only that, but a healthy cheese naking
community nmeans that a wi de variety of cheeses are being
produced in ny state and across the U S. The dairy
industry will thrive and grow if we're producing a w de
varieties of delicious cheeses fromartisans, famly
operati ons, cooperatives, and corporations. W have to
keep an eye on the goal of pleasing the consunmer, even
when we're tal king about issues that are in the weeds as
mlk pricing fornul a.

As you can see by our spreadsheet marked W sconsin
Cheese Makers Associ ati on Nunmber 2, Nasonville has broken
out | abor costs, utilities, bulk packagi ng, and non-I abor
and utility categories such as ingredients, supplies,
mai nt enance, depreciation, and added these costs to the
adm ni strative costs and return on investnent to yield a

per pound cost of col ored cheddar cheese.
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These costs are our actual costs taken from our
2022 financial statenents, and they represent our 2022
costs to produce col ored cheddar cheese. At the bottom
line, we show a cost of $0.3226 to produce col ored cheddar
i n 40-pound bl ocks, wth | abor representing 19% of the
cost, utilities 7% packaging 14, non-|labor and utilities
39, admnistration 11% and a return on investnent 11%
| appreciate the opportunity to present this
information to USDA so they can use real -world exanpl e of
costs. Thank you.
Q Thank you for reading your statenent, M. Hei man
A few things before | nake you avail able for
Cross- exam nati on.
| think one thing you told nme was that you --
al t hough you obviously are in the cheese manufacturing
busi ness, you are actually fairly close to the dairy
farnmer business, too. Tell ne about that.
A. Ckay. Yes. To think that we don't take this
seriously in our famly on mlIk pricing, nmy two brothers

have a 500-cow dairy herd. You can inagine there's quite

some discussion on that. So the first phone call is
generally -- if mlk priceis low, | know where the first
phone call is comng, and it's going to be a nephew. So

we take it very seriously.

Qur farnms that we get our mlk from we have about
200 producers, they are probably all w thin about a
30-mle radius of our plant, and these are people we go to

church with, people we go to schools with. They are our
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nei ghbors. So we're not trying to beat them out of
anything. Wat we're trying to do is be sure that we're
still available to market their mlk, because if we can't
mar ket their mlk, nowthere's 200 farmfamlies
scratching and thriving to try and find a place to market
their mlKk.

Q Thank you.

Now, as | |ook at your -- we're going to have you
tal k about your information in a bit of detail in a
mnute, but | note if we turn to page 9 of 9, you have got
a breakdown, poundage, |abor, etcetera, etcetera, |eading
up to your total cost of $0.3226 a pound, correct?

A That is correct.

Q Did you, in fact, put these materials together in
a way that follows Dr. Stephenson's nethodol ogy of
or gani zi ng costs?

A. That's correct. W did not participate in Mark's
survey, not by choice, sinply by ny own fault. | did not
get the information inintime. 1'Il take ful
responsibility. But we tried to follow the nethodol ogy as
cl ose as possible to Mark's information that he asked for
to gather this as close to his information.

Q Ckay. And then another, | think you nentioned to
me when we net, was related to the question of return on
investnent. And | -- | -- you explained to ne sonething
that hasn't cone up in the hearing yet but sonething that
makes that actually particularly inportant for

manuf acturers in Wsconsin.
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So could you tell ne about that?

A. In Wsconsin, it's called the Producer Security
Act. You have to -- being a processor that's going to buy
mlk froma dairy farmin Wsconsin, you have to be able
to be secured that you can cover that m |k check every two
weeks that you are going to send out to that farm

Two net hods you can do this is using your audited
financial statement to show two different ratios. The
first ratio is your current assets divided by your current
liabilities cannot be greater than 1.25. The second one
I's your debt-to-equity ratio; your total liabilities
di vided by your equity and basis, has got to be I ess than
2. 0.

This is inportant comng into return on
investnent. |If you have no return on investnent, there's
no way you can meke those ratios. |f you can't nake those
rati os, you have to either buy insurance or bondi ng that
coul d guarantee that you can cover that m |k check.

And so if you have to buy outside things to do
that, that's going to just continue to increase your costs
of produci ng 40-pound col ored cheddar bl ocks.

Q One | ast question before we get into your specific
nunbers.

One of the -- sonme of the figures here that sort
of are calculated using the Dr. Stephenson approach, based
upon a valuation of your facilities; is that correct?

A That's correct.

Q And what did you actually use for that purpose?
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A A val uation of the business?

Q Yeah. What did you have -- what did you have
t hose nunbers fronf

A From our 2022 audited financial statenent.

Q Ckay. And had you had a val uation perforned of
your facility as well?

A. Yes, we did. |If you go to page 6, when it tal ks
about the estimated market val ue of our business of
$39, 037,000 -- or 37 -- yes, that valuation was actually
done in 2020, sinply because we had a death in the famly

and had to valuate the business for a stock retention.

Q So take us through your financials that are
att ached.

A. Ckay. |If we can start on page 5, it shows the
productions in volunme. That will be inportant as we get

to the next page. You can see we can spell out the
cheddar cheeses, the col ored cheddar cheese, and then the
ot her cheddar cheeses which are -- we like to call them on
t he cheddar side, but they may be Asiago or Fontina, or
Queso, or Monterey Jack, or blue marble, or whatever.
There's a nunber of different cheeses, but they are all in
t he 40-pound block. And all the labor is fromthat side
of the plant. The other side of the production is the
Feta cheese production, which represents 32.7.

| f you add the two cheddars together, you wll get
a nunber of 38,972,027. And if you divide that by the
cheddar, the colored cheddar, you wll see that that's

where the 40.53 cones through, and that is actually the
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percentage of all of our cheddar that's col ored cheddar,
that actually goes with the pricing index for colored
cheddar.

Q Ckay.

A That's inportant as we go to the next item You
will see gross wages. That's all of cheddar production,
and that's why that nunber is nmultiplied by 40.53 to get
t he $537, 000.

As you skip down, you will see we put in there
what our Feta wages were, our mlk hauling. Those are all
exenpt. They are left out of there because they were not
asked to be in Mark Stephenson's survey.

The | ab anal ysis, colored cheddar is 27.25 of our
production. So putting that -- as you figure all pounds
that the lab is dealing wwth for sanples, 27.25%of their
time should be with the colored cheddar. The same with
war ehouse and | oadi ng, mai ntenance, things |ike that.

When you get down to the payroll taxes and
benefits, you slide down to the next columm, you wll see
where that all adds up to 1.86 mllion.

Just below that is gross wages. The gross wages
are all wages, including admnistration. So you wll take
all of the wages, the gross wages on the first colum to
your left, and then go down to under general
adm ni stration, you will see gross wages, general and
adm ni strative. Those added together wll give you the
6,871, 000. Now, divide that by your benefit package, and
that's where you cone up with 27.07. So if you nove that
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back up to your 27.07 tinmes your cheddar gross wages wl |
gi ve you the $201,000 in benefits.

Q That's what appears in the first -- is it the |ast
entry itemunder processing |abor at the top of that page?

A That's correct.

Q Ckay. Pl ease conti nue.

A. So when you get through the wage part of that, you
will see when you add those nunbers to the right, you wll
come up with .0598.

Q And that's your processing | abor costs?

A. That's processing | abor costs for col ored cheddar
bl ock.

Q Per pound.

A As you nove down to utilities, that's electric and
gas tinmes 27.25, which is the col ored cheddar percentage
of our cheese, giving -- those are straight multiplied
across gives you the $0.0226.

Q And that's, once again, that's the cost per pound
for the cheddar cheese?

A Col ored cheddar cheese.

Q Col ored cheddar cheese. Thanks for the
correction.

A. Packaging, you will see that it asks you to go to
t he packaging detail, which is on page 8. The average
wei ght of a block of colored cheddar at our facility is 43
and a half pounds.

Q |"msorry, are you on page 8 now?

A Yes, | am
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Q Ckay. Thanks.

A. The nunber of blocks on a pallet is 54. That
nunber will conme inportant as we get down to the bottom of
the cost of a pallet.

So what you have is your cost of a 40-pound bl ock,
every box that you put on a 40-pound bl ock of cheese costs
approxi mately $0.58. D vide that by 43.50, and that wll
get you your nunbers. The sane with the cost of the bag,
the liner, the cost of the |abel on the outside. That
will get you a .0392 if you add those top four nunbers
together, divide it by 43.5 because that's how many pounds
are in each block, that will get you your cost per pound
of .0392.

When you get to the pallet costs, the pallet is
$14. 25, but you have 54 bl ocks on there, so you need to
take that 43.50 tinmes the 54, which is 23.49, divided that
into the 14.25 gives you $0.006 for a pallet.

Now, thisis alittle skewed with the fact that
that's granting that every pallet has 54 bl ocks of cheese.
You may have a custoner that buys 27 or 36 bl ocks. That
pallet is still going to cost you 14.25. But for ease of
met hodol ogy, we just figured it at 54 bl ocks.

You add those two nunbers together, the cost of
the box bag liner, label, along with the pallet cost, you
wi || get a packagi ng cost of .0452.

Q Ckay. Are you going to take us back to page 6
agai n?

A. Now we' re back to page 6, non-labor and utilities.
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Q Non-| abor or utilities, correct?
A. Yeah. Yep. Non-labor and utilities processing,
okay. In the ingredients, again, we have to nove to

page 7 because there's sone math into this side of things.

Q Al right.

A. Starter culture is a culture that you use to
actual ly produce cheese. You need a good bacteria. Once
you pasteurize mlk, you are going to kill all the
bacteria in the m |k, good and bad, so you need a good
bacteria or a nesophilic culture to put back into your
cheese.

We nake our own starter powder, so that's where
this cost cones in as the starter ingredient. The powder
costs are $5.36 a pound. It takes 62 pounds. And what
you are doing is you are dividing that by 9.56, because
you are going to get nine and a half vats of cheese out of
t hat .

So you take your cost tines your unit, divide it
by 9.56 is your cost per vat. And then you divide that by
the 4,725 pounds of cheese that you get out of each vat,
will give you the cost per pound. That |eads us up to the
. 0075.

So if you take 536 tines 62, divide that by the
9.56, and then divide it by the 4,725, that will get you
t he cost per pound of starter powder.

The sane with starter cultures. Once you have
made the starter, you have to put in, they're called

defined cultures, or a cocktail program and you have four
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different cans generally you put in there. That's where
that cost conmes in, and that's the .0017.

Below that it's pretty easy. It is the rennet
costs are $0.37 an ounce. It takes 45 ounces. You
mul tiply both those nunbers together and divide by the
4,725 pounds of cheese you are recovering per vat to get
t he nunbers on the right-hand side: The salt, the
Annatto, the calcium and a TC culture, which is another
Ther nococcus, or another starter culture or acid provider.

When you add those all together, you will cone up
with an ingredients cost per pound of cheese of .0311.

Q Ckay. So we go back to page 6 agai n?

A. Back to page 6. The rest of these are all pretty
much straightforward. |It's the depreciation, repairs and
mai nt enance to the production facility, supplies for
production, outside services of |lab testing, taxes,
personal property, real estate, and trash renoval are al
expenses in manufacturing.

We have taken all of those nunbers and rmultiplied
t hem by the 27.25% of col ored cheddar to get to the $0.126
in the non-labor and utilities processing.

Next is general adm nistration. This nunber is,
again, the gross wages on top of adm nistrative tines
27.25, you are figuring if your admnistration is working
for all of your facilities, 27.25 of that should be
expenses for the col ored cheddar.

Payrol|l taxes and benefits. |[If you go back up to
where it had the total of 1,860,000 there for total
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payrol |l taxes and benefits, subtract the payroll taxes and
benefits fromthe gross wages of the upper columm of the
general |abor, you will come up with 211,000 in the total
process payroll taxes and | abor for adm nistration.
That's using the 27.07% again, for what your percentage
of is for your -- for your general taxes and benefits.
Bel ow that are all pretty nuch strai ghtforward

accounting and audit: Dues and subscriptions, business
i nsurance, |icenses and permtting, supplies for office
and I T, tel ephone expense, those are all nmultiplied by the
27.25 as shown, and that wll get you a .0348 total.

Q So $0. 0348 per pound for G&A, correct?

A Correct.

Q Ckay.
A Then we get into the annual return on investnent.
We foll owed Mark Stephenson's survey here wwth the -- per

St ephenson’' s testinony on page 9 of return on investnent
and using the average Mody bond i ndex that he had printed
in pages 29 and 30 of his report, the average of 2022, if
you add all 12 of those together, you will end up with a
5.07 for the yearly average.

W multiplied that tinmes what our estimated market
val ue of our business is, to come up with what our annual
return on investnent with a 5.07% and then nultiplied
that by .2725 to get the 539,000, or basically $0.0342 per
pound.

Q And -- and just to rem nd us what the total cost

then is?
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A. The total cost when you add all those together and
we get to the final nunber, we're at $0.3226 per pound.

Q And that's per pound of col ored cheddar cheese.

A Per pound of col ored cheddar cheese.

MR. ROSENBAUM The witness is available for
Cross-exam nati on.
CROSS- EXAM NATI ON
BY MR M LTNER

Q Good norning, M. Heinman.

A Good nor ni ng.

Q My nanme is Ryan MItner. | represent Select MIKk
Producers. Thank you for comng to testify.

A. Thank you for having ne.

Q Did you participate in both of Dr. Stephenson's
nost recent surveys?

A No. | believe | stated that at the start, that |
did not participate in them and it was not because of a
not wanting to, it was sinply ny fault. Ddn't get it --
didn't get it tolled over to the controller in time to get
the nunbers sent in, so | take full responsibility for
that. And that's why we tried to follow al ong
St ephenson’' s approach as closely as possible to get our
nunbers.

Q | thought | heard that, but | just wanted to nake
sure. So thanks for clarifying what | didn't hear
correctly.

A. Thank you.

Q In your -- and I -- first of all, | appreciate how
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much data you have chosen to share with us. You obviously
know you don't have to do that, and sone fol ks have and
sone folks haven't. | think it is helpful to have the

i nformation, so thank you.

And |I'm | ooking at page 5 of your statenent. And
|"mpretty clear what goes into the Feta category. But |
know M. Rosenbaum asked sonme questions of you, but if you
could go through, what's in the category of other cheddar
and jack? | think you nmentioned sone cheeses, but | want
to make sure | have them correct.

A. We probably do about 40 different varieties of
ot her cheeses, everything from Asiago, to Fontina, to
Par mesan, to Romano, on just the hard cheese sides of
t hi ngs, along wwth Monterey Jack, Queso, and in the
Mont erey Jacks we'll do a nunber of different flavored
cheeses. It's inportant for us to do this because, as |
stated earlier, if we were just a col ored cheddar cheese
manuf acturing plant, we could not possibly -- could not
possi bly survive with the Make Al |l owances what they are as
of right now, so we need to go and invest into -- or
diversify into other specialty products.

Q So -- and I'"'m-- | amnot a cheesemaker
certified, naster, or otherwi se. Cheddar is both a style
of cheese and a process of cheese namking, is it not?

A That is correct.

Q So when you say "ot her cheddar," those are cheeses
made with the cheddar processing, but they are not cheddar

cheese, correct?
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A Correct. You can -- you can use the sane
process -- or the same equi pnent, but you are -- and
you're using the same block fornms. [It's comng out in

40- pound bl ocks, but it's not | abeled as a col ored cheddar
cheese.

Q Great. Now, you nentioned the nunber of styles
you nmake, and | have seen sone of them on your website
while you were testifying, too, and | need to try sone of
t hem

That changeover process for making all those
different styles, can you describe for us what goes into
t hat ?

A. Well, there's certain things that you can do
dependi ng upon you can start out, say we're not nmaking --
if we're making a col ored cheddar, we're going to be on
col ored cheese all day, because once you have put an auto
seed into coloring into that first vat and that first vat
is orange, you are going to be naking orange cheese the
rest of the day, you know, so that's just a given.

You may go at the end of the day, maybe making a
mar bl ed cheese where you are going to mx a color and a
Mont erey Jack cheese together or sonmething |ike that, or
maybe a fl avored cheddar, but you are going to be staying
on that all day | ong.

| f you are maki ng a white cheddar cheese, say the
East Coast New York-style type white cheddar cheese or
sonething like that, you may follow that wwth a pizza

cheese or a Fontina or sonething el se that maybe have
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different flavor profiles, and then you may end up
finishing your day with a cheese that has |i ke a condi nent
init, like a horseradish or a pepper jack or, you know, a
case of, let's see vegetable, a nunber of different
varieties.

Q How many different styles of cheese do you think
you can make a day on that cheddar |ine?

A. You can probably get four to five, dependi ng upon
the varieties that you are doing. Sone are certain --
nmean, if you are going to nake a horseradi sh, you are
goi ng to nake a pepper jack, or sonething with a
condi nent, once you go to that style of cheese, you are
done. That's what you are going to be naking the rest of
t he day.

But before that, maybe you can nake a Monterey
Jack, and nmaybe you can nake a Fontina or sonething after
that. But sonme of the -- especially the flavored
prograns, once you get to that cheese, you are going to be
done all the way until you wash.

Q Does your famly supply mlk to the plant?

A Yes, they do.

Q Do you source fromother farns as wel|?

A. Yes. Al of our farns are direct farm ships that
we have. | nean, so all of our farns that the 200 -- just
about 200, | just use that nunber as an exanple, but they

are all farmfamly independent-owned farns. W run our
own mlk trucks picking up all of the mlKk.

Q Do you pay themthe federal price?
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A. W pay by the Order 30, correct. W're governed
under Order 30 is where the Federal M Ik Marketing O der
t hat we are under.

Q Wien it's econom cally advantageous to you, do you

depool the m | k?

A Yes, we do.

Q Do you share those proceeds with your patrons?

A. Yes, we do.

Q | think it was on your website, that you actually
have the largest -- or the ol dest cheese nmaking facility

in the state of Wsconsin?

A. No, not in Wsconsin, but in Wod County,

W sconsin. The original plant that we're at right nowis
125 years old. The original facility burned down, and of
course sone of the old wood buil di ngs have fromyears gone
by, but it was rebuilt onto that sanme and it's been added
on and -- and it's pretty nmuch maxed out to what we can do
now.

Q And sorry to hear about the fire but --

A. That was a hundred years ago, so | didn't know
much about it.

Q Well, we have heard too nuch testinony this
hearing about plants and fires, and -- and it's
devastating. But how -- when was the fire and when did
you rebuil d?

A. Ch, that was -- that fire had to be probably
back -- the plant was built in 1885, so | would assune the

fire was probably around the late 1890s to 1900, so it's
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been quite a while.

2023

Q And over my career | have seen sone old facilities

that just do a fantastic job, and it sounds |like yours is
one of them but | also imgine with a plant footprint
that's that old there are certain inefficiencies because
of layout and things that -- that would not happen if you
were to build a brand new facility. Wuld that be
accurate?

A. That is correct. That's why we are aski ng about

that the price of 40-pound bl ock be across the board, not

just to the super -- or as they refer to the deadly
efficient plants of the West, so -- so that other
facilities can still survive. Because if you don't have

other facilities to buy that mlIk fromthat producer, you
are going to get to a nonopolized state. And at that
poi nt, you wouldn't have an Order 30, because they woul d
govern exactly what you are going to get for mlKk.

Q | imagi ne you mght | ose sonme of the artisan
t echni ques and sone of the unique cheeses a plant |ike
yours makes, too, correct?

A That is correct.

Q For your cheddar processing, what kind of vats do
you use? Are they open, horizontal, vertical?

A W use what's called a Danrow Double-O vat. And
t hen our cheese fromthere goes onto a finishing table.
And fromthere it goes into the block forners.

Q For as |ong as you have been working at the plant,

has the -- has the style of cheese been pretty constant
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t hr oughout ?

A. No. Wen we were younger, it was strictly a
colored cheddar facility. Wen we cane back in the |ate
"60s up until probably the md-'70s, it was sinply a
col ored cheddar cheese pl ant.

Q Was it in the '70s and '80s then that you started
maki ng nore of these specialty artisan cheeses?

A We started to nove into sone of the other things
that were able to nmake it to the point of where we could
survive a little better in the industry, correct.

Q So it's been a long tine since the best business
nodel for you was to just crank out 40-pound cheddar

bl ocks?

A. It has been a long tine, yes.
Q | know you have been here a couple days. | don't
recall if you were here when Agri-Mark testified about

t heir cheese produci ng.

A No, | was not.

Q Ckay. One of the things that they testified about
is that they will nmake 40-pound bl ocks and dependi ng on
the quality of the output or whatever, they wll select
t he highest quality cheese for aging to be marketed as
Cabot cheese and the rest goes to a comodity market.

Does your plant do anything simlar in terns of
segregating output for different markets?

A. What we try to do is produce cheese to what our
custoner is |looking for, so we try to be defiant to

what ever our custonmer wants. W try to nake sure if -- in
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a best case scenario world, you would be able to | abel
every pallet as it cane off the line where it was going to
end up at the custoner and who woul d be picking it up.

That doesn't al ways happen. Wen -- when cheese or cheese
starts to slow down in sales and you need to put sone into
storage, that wll happen. But the fact is, at our
facility, we try to nake our cheese as close to what our
certain custoners so we can tweak it in one direction or
another to satisfy themfor their end user.

Q So your preference is you are nmaking cheese to
order, correct?

A Correct.

Q Do you get a lot of orders for just straight
unf | avored 40-pound yel | ow cheddar bl ocks?

A Yes. W probably do. As | said, 27% of our
cheese is that way, straight col ored cheddar, 40-pound
bl ocks.

Q On your - your website you -- there are sone
cheeses that are on here. There's, for instance, a snoked
cheddar cheese in various flavors, a sone -- sone hot
cheddar cheeses, Carolina Reaper and Scorpi on and ot hers.

Wul d those types of cheeses be included in your
t he category of yellow cheddar in your page?

A. No, they wouldn't. The only thing included in the
yel | ow col ored cheddar cheese is any of the cheese that
needs to be reported on the NASS survey is the only
cheddar that's reported into the col ored cheddar side of
the 27.25%
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Q You al so, on your website, say that you offer your
bl ock cheeses in 40-pound bl ocks, 10-pound prints, 5-pound
| oaves, 2.5-pound mni-Iloaves, and 1-pound chunks.

s that for -- or anything other than 40-pound
bl ocks, would that be included in the other cheddar
cat egory?

A. No. This would -- that would be -- you are
t al ki ng about cheese that's offered in a retail section.
So we woul d ship those 40-pound bl ocks that we nmanufacture
to a cut-and-wap operation who would go and put those --
and cut those into the styles that you had asked for, the
10- pound | oaves, the 5-pound prints, the 2.5-pound chunks.
That woul d be an added cost. That has nothing to do with
t he manufacturing costs of our cheese.

Q And t he underlying cheese, though, would be in
your yel |l ow cheddar category on your breakdown?

A None of that would be. That would -- that woul d
just be the original cost of producing the 40-pound bl ock.
It has nothing to do with the underlying costs of doing
the 10-pound prints or anything like that. That's an
added cost on later fromthere.

Q Ckay. And so | think | know what you are saying,
but I want to nmake sure |'mclear about it.

If I wanted to buy fromyou 5-pound | oaves, the
cheese that | bought from-- fromyou, would that cheese
be included in the category of col ored cheddar or other
cheddar on your cost breakdown?

A. If it was an original block of colored cheddar,
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t he cost of the col ored cheddar woul d be i ncluded there,
the cost of the sale of the colored cheddar. But the cost
of conversion -- of converting it to -- the overage that
you woul d pay to have it converted to the 5-pound | oaves
woul d not be included into that, nor would any of the

| abor or anyt hing.

Q So you would be selling it -- you wouldn't be
selling it to nme as a 40-pound bl ock, you would be selling
it to me as a |loaf, and there would be costs for the
cut - and- wr ap.

A That is correct.

Q Ckay. Geat.

O the cheese that's listed in your -- as col ored
cheddar on your breakdown, about how nuch of that is
actually sold as a 40-pound bl ock reportable to the NDPSR?

A All of it.

Q All of it.

A All of it.

Q So if I''m buying your 10-pound | oaf --

A. W have to report that we made a 40- pound bl ock of
colored cheddar. Now, if you have pulled that out of your
inventory to showthat it went to a cut-and-wap, you are
payi ng the overage over that col ored cheddar to get your
piece into the size that you want.

Q So who -- so you sell it as a 40-pound bl ock?

A Correct.

Q Ckay. And then if |I'm buying 10-pound | oaves,

that -- do | get a separate invoice fromyou or the
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cut-and-w ap operation for the conversion?

A. No, the cut-and-wap operation will bill back to
us, who will nake it one sinple place for you to run your
bill to, will be directly to you, but there will be
i ncluded -- the cut-and-wap operation will be included

into that price.

Q That's very hel pful to understand that. Thank
you.

A. Ckay. You're wel cone.

Q You have a vat sunmmary on here, and this is

page 7.
A. Ckay.
Q At the very top there you have vat sumary. It

says yield per hundredweight, 10.5% |Is that really |like
10.5 pounds? O how do you cal cul ate 10. 5%

A VWhat it is, is we have excellent farns. W have
very good solids, very good butterfat, sinply due to the
genetics that they have, the food rations and things that
t hey have fromour farns. So on an average, we are
generating a 10.5 yield on our cheddar, which neans that
for every hundred pounds of mlk, we should be able to
retain 10. 5-pounds of cheese.

Q So, yeah. | think |I have seen it both ways where
sonebody will say, | get a 10.5 pound yield, or a 10.5%

A Oh, no. 10.5% neans that -- what that neans is
out of that 45,000 pounds of mlk, that's where they are
getting that 4,725 pounds of net cheese out of that vat.

Q Very good.
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What type of rennet do you use?

A W use what's called a Mucor mehei, or it's --
it's a rennet that is plant-based or grown froma plant,
simply, because we do sonme organics, things Iike that, so
we can't use a true calf rennet, which would be sonething
that would cone froma calf's stomach, which is what
rennet traditionally is from This is a grown-up rennet.
So we buy it fromone of our supplies.

Q Does that particular rennet conme with any -- any
clains that it helps to increase the anount of butterfat
retained or anything like that or increase the yield?

A. No. | nean, all rennets will tell you the
clotting ability that they have, but this one does -- it
isn't likeit's a sinple claimthat said that if you use
nmy rennet -- well, any good salesman will tell you, if you
use their rennet, it's going to produce nore cheese than
the other person's rennet. That's going to be a given.
But, no, it doesn't nake any claimto that.

Q Ckay.

MR MLTNER | think those are all the questions
| had. Thanks agai n.
THE WTNESS: You're wel cone.
THE COURT: Further questions?
CROSS- EXAM NATI ON
BY MS. HANCOCK:

Q Good afternoon, or --

A Good afternoon -- or good norning.

Q Good norning, M. Heiman. Still not quite there
TALTY COURT REPORTERS, INC. 4090
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yet. Let nme see where to start.

So | just wanted to nmake sure that | understand
sone of what you have already tal ked about.

So we have -- you have just over 15 mllion pounds
of 40-pound bl ocks of the col ored cheddar that was
produced in 2022; is that right?

A That's correct.

Q | s this about an average anount of production that
you woul d expect in other years as well?

A This is pretty close to average, yes. W try to
run our plant pretty efficiently wwth the fact that we run
full days Monday through Friday and a little bit of a
shorter day on Saturday, try to take Sunday off.

Q Ckay. And has your production -- do you run at
capacity, wth those hours?

A. Yes, we do. Wth the fact that the mlk volune in
our area is such that we need to run at production to use

up all of our mlk.

Q Ckay. And you have not had any issues in -- in
mlk supply?
A No, we haven't. W have -- as | said, we have a

fantastic group of farnms that we get mlk from and so we
have been very fortunate.
Q So it's about a third of the production that runs
t hrough your facility, maybe just a little under a third?
A Yeah. Between a quarter and a third, correct,
woul d go into the cheddar side, correct.

Q Ckay. Your overall operation for processing
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facility, would you consider yourself to be on the smaller

side of the processors?

A. | would say we're probably on the snaller side of
processors when -- you know, we, process approxinmately
1.7 mllion pounds of mlk a day. | don't know what the

nunber would be for a Aanbia or a Hlmar, but it's
probably maybe eight to ten tinmes that anmount. And |
don't know their nunbers, but | would say that they are,
the |arger plants are certainly a |lot |arger.

Q | think what you're producing in about -- in --
for each year, danbia' s producing in | ess than a nonth.

Does that sound about right?

A. That's sounds about right. Correct.

Q Okay. And you would agree with nme that there's
some efficiencies that are gai ned when you have an
operation that can produce in that volunme of quantity that
we just tal ked about with danbia; is that right?

A. Exactly.

Q And | think you had tal ked about with M. M Itner
that in sone of your |lines you are changing out the
product that you are producing four or five tinmes a day
dependi ng on what you are produci ng through there?

A. That's -- the goal is to be able to do that as
qui ckly as you can, the nost efficient way that you can,
to get the nobst return on your processing.

Q Ckay. And it would be nore efficient if you had
enough vol une that you could have one line that just runs

one product at all tines.
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A. Sure. That would be fantastic if you had that.
In a real world or in a perfect world, yes, that would be
great .

Q And you understand that the Make All owances t hat
we' re | ooking at or considering here are designed to
capture the cost of manufacturing those products for all
of the different types of manufacturers who were subjected
to the Federal Order systenf

A. That is correct, the large and the small. So you
are | ooking at, you know, the super efficient, or deadly
efficient person that can do it for $0.22 a pound, to the
person that's doing it for $0.32 or $0.33 a pound.

Your processors -- or your producers need all of
these facilities running in order to sell their mlk
product. And the big thing that you need to have is you
need to produce sonething that the end consuner is going
to want and going to buy. |If you don't have that, then
you don't have a nmarket, and you don't have a need to buy
m k.

Q And | just love that M. Dedong's deadly
efficiency just lives on.

And if you were the one in the deci sion-nmaking
seat, how would you set a Make All owance that would
account for plants such as yours that would be on the
smal l er side and running nmultiple different types of
products, and other plants |ike d anbia, for exanple, that
m ght be deadly efficient, and doesn't have to -- doesn't

have to change out product |ines and has dedi cated pl ants
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and all the other things that they can build in their
nodern technol ogi es. How woul d you wei ght those?

A. That's a very tough question, and that's why we
cone to the people with USDA and present our information
to them and have their expert analysis go about putting
t hese nunbers together to make it the nost efficient for
every plant to survive and thrive.

Q And you have fam |y nenbers that you nentioned

are --
A Correct.
Q -- are dairy farners?
A Yep.
Q And so you -- you have -- and | think naybe a

little touched by the struggles and the bal ance that you
have to try and reach; is that fair?

A Exactly.

Q And you understand that many of the cooperatives
are in simlar positions where they process on one side,
and they have an ownership that is representative of the
dairy farmng conmunity that has struggles on their side
as well?

A That's correct.

Q And that's the balance that we have to strike in
maki ng sure that we set the Make All owance at the right
level:; is that fair?

A That's fair.

Q And woul d you agree with ne that it's inportant

that we don't set the Make Al |l owance too hi gh?

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900

2023

4094


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

A. It's inportant that you don't set it too high.
It's inmportant that you don't set it too |ow

Q And - -

A There's a -- a flip side to everything. There's
an action and reaction to everything. And, again, that's
where | push it over on to USDA to take the infornmation
that they gather and to utilize that information to an
al gorithmand cone up with a good Make All owance that is
good for everyone, including the dairy farner.

Q And you can appreciate, or maybe even enpat hi ze,
with the burden that that puts on themin order to nmake
sure that they hit that right balance, that it's not too
low and it's not too high?

A That's correct.

Q And you understand that they don't have a bl ack
box to put this algorithminto to pop out a nagica
nunber; is that fair?

A No one has that. You are correct.

Q And do you agree that it's inportant that we have
accurate information that's reflective of the processors
actual Mke Al |l owances?

A That's why | want and had our controller break
down things and share as nmuch information as | did today
of what our processing costs are, so that you have a true
and accurate account of what it costs to produce 40-pound
bl ocks at Nasonville Dairy.

Q And | appreciate that, because | can -- | can tel

that it's a considerabl e amount of work for your teamto
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be able to put that information together.
You understand that National MIk's position is
that it wants to increase Make Al |l owances as wel | ?

A. That's correct. They understand that that --
that's their also -- | nmean, | can understand their
platformw th the fact that they understand that the
processors need to survive if they want to sell -- if they
want to sell mlKk.

Q And you understand that they have also -- while
they want to increase Make All owances, they want to nake
sure that it's not set too high as well?

A. | understand their side, correct.

Q And -- and | think we have al ready tal ked about
that, but you agree that you don't want to set themtoo
hi gh either?

A Correct.

Q And you understand that National MIk is
advocating for a mandatory audited cost survey that woul d
all ow the USDA and the industry to have full confidence in
t he nunbers that are used to set Make Al |l owance.

A | believe that's true.

Q And do you agree that you also would Iike to have
a mandatory audited cost survey so that your nephews and
your brothers that are involved in the dairy farm ng
i ndustry can have confidence that the Make All owance
nunbers that are set are also accurately set?

A. My feelings can't be portrayed as what industry

would like to see or like to do, so | wll have to defer
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fromthat question.

Q And | don't want you to speak on behalf of the
industry. | just want you to speak on behal f of
M. Heiman today. Do you agree that you would like to
have an audited nmandatory cost survey so that you could
have confidence that the nunbers that are used to set

Make Al l owance accurately reflect what's in the industry

2023

t oday?
A. " mnot sure | want nore regulation. So, no.
Q So you don't want a nandatory audited cost survey?
A. | don't believe it will happen.
Q Wiy not ?
A. It's just ny answer. That's just my belief.

Q And let's assunme that it -- it is an -- is an
option for it to actually happen, and there's an option
for USDA to be able to use audited nandatory cost surveys
to set Make Al |l owance. Wuld you agree with ne that that
woul d be a nore accurate way to set Make Al |l owances?

A. For one type of cheese.

Q And that woul d be for cheddar?

A Correct.

Q Ckay. And that's actually what we're | ooking at,

in any -- any change that's being proposed, is that it
would be -- it would be set for just cheddar cheese?
A I --
Q s that right?
A. You made a statenent. | didn't know where you

wer e | eadi ng there.
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Q Well, they always end with a question nmark
A Oh.
THE COURT: | think she's asking you to confirm

that that's so.
M5. HANCOCK: Right.
BY MS. HANCOCK:

Q Is that right?

A. That's what you are referring to, correct.

Q Even under | DFA and WCMA' s proposal, you
understand that you are proposing a Make Al l owance that's
just set based on cheddar cheese prices; is that right?

A. That's what National MIk is pronoting -- is -- if
that's what you are asking ne, if National MIk is asking
to do that, that is -- | believe that is their stance.

Q And that's also what | DFA and WCMA is offering as
wel | --

A Correct.

Q -- is just a different price, but based still on
j ust cheddar cheese?

A Correct.

Q And that's actually in your Exhibit 203, that's
what you cal cul ated, and then you did a ot of extra work
to make sure that your allocations were attributed to just
your cheddar cheese?

A That is correct.

Q So if everybody's in agreenent that we're going to
price it based on cheddar cheese, would you agree with ne

that the best way to do that and to ensure the accuracy
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woul d be to have a mandatory price survey?

A. That woul d be sonmething you woul d have to pool al
the plants to do. So that would be -- it would be an
intriguing and a boatl oad of work for USDA

Q But it would nmake the information nore accurate;
woul d you agree?

A. | f everyone had participated and -- had | had not
forgotten and had everyone participated in the Mark
St ephenson survey, it would have been the sanme situation
if you are asking that, correct.

M5. HANCOCK: Thank you so nmuch for your tine
today. | appreciate it.
THE W TNESS: You're wel cone.
REDI RECT EXAM NATI ON
BY MR ROSENBAUM

Q So the -- Steve Rosenbaum for International Dairy
Foods Associ ati on.

The total cost that you have cal cul ated for making
cheddar cheese if you are -- for your conpany is $0.3226 a
pound; is that correct?

A That's correct.

Q Now, are you aware that under the proposals by the
I nternational Dairy Foods Association and the W sconsin
Cheese Makers Associ ation, the Make Al l owance for cheese
woul d be raised to $0. 3006 per pound?

A. Over a four-year period. That would be a step-in
approach. I'mgiving you real nunbers from 2022 here.

You're looking at the total increase would be over four
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years. So, therefore, four years fromnow we'll be cl ose
to what it costs ne today.

Q So just -- and you're ahead of ne.

So -- but IDFA is proposing a staggered

i npl ementation of an increase in the Make Al |l owance,
correct?

A. That's correct. And WCVA follows along with that
sanme platform

Q And even in year four, which is the January 1
2028, nunber, that nunber rises to and stops at that point
at $0. 3006, correct?

A That's correct.

Q So you will still not have your cost of
manuf acture covered even five years from now?

A. Correct. We still will not -- it will be closer,
but we wll not have all of our costs for producing
col ored cheddar cheese.

Q Ckay. And the National MIk proposal is to
i ncrease the Make All owance to $0.24 fromits current
$0.20. Are you aware of that?

A That's correct.

Q And does that | eave a considerable gap between --

A That does.

Q -- between -- between your cost of manufacture and
t heir proposed Make Al |l owance?

A Yes, it does.

Q If you take -- as | think this is a given, that

the audited mandatory surveys in California indicated that
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back in 2016, seven years ago, it already cost $0.24 to
make cheddar cheese. That's a published nunber. It's in
t he record.

Have you experienced cost increases since 2016 in
your manufacturing of cheddar cheese?

A As everyone has. | nean, you -- it doesn't matter
what industry you are in, the farm ng side, the cheese
maki ng side, the processing, the food truck, the trucking,
everyone has seen great exanples of increase in costs.

MR, ROSENBAUM Ckay. That's all | have. Thank
you.

THE COURT: Ckay. Anyone el se?

| mean, that was redirect, but | think it's
appropriate given that AVS should have as nuch from ot her
people before it's their turn to cross, and no one
obj ect ed.

M5. TAYLOR. Thank you, your Honor. AMS does have
a coupl e questi ons.

THE WTNESS: Certainly.

CROSS- EXAM NATI ON

BY MS. TAYLOR

Q Thank you for comng to testify today.

A. Thank you for allowng ne to be here.

Q You nention you have 200 farm suppliers.

Are those independent shippers?
A Yes, they are.
Q You tal ked about how Nasonville pools m |k but

will also choose to depool mlk when it is financially
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advant ageous to do that. And you did talk about how when
t he conpany does that, you do share sone of that revenue
wi th your producer suppliers; is that correct?

A Correct.

Q In a normal nonth, there's been sone discussion
about how are producers being inpacted by -- as people are
term ng them -- inadequate Make Al |l owances, so | wanted to

hear a little bit about how you're able to cover what

is -- based on what you have presented here, are

Make All owances that don't cover your cost of cheddar and
maybe how that's reflected in your producer pay prices for
your direct shippers.

A. Well, we're in a direct conpetition with a nunber
of other dairy plants in Central Wsconsin, so we
certainly need to pay a very conpetitive price to hang on
to our farns, because if they are not shipping with us --
al though all plants are getting pretty full, but they --
they have the ability to ship their mlk where -- we don't
hold a contract with any of them So if they want to call
me tonorrow and say they want to ship their mlk sonewhere
el se, they certainly can. So our best way is having a
good sales staff that can go out, sell our product, and
get us a good return on to our cheese, so that we can
continue to be conpetitive in the market for the mlk
suppl y.

Q Ckay. And do you pay prem uns to your producers?

A There are premuns. | can't tell you for sure

what they are, but | do know that there are premuns to
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t he producers, whether it be quality or quantity or --
t hose situations, |I'mnot coherent. | don't know those
answers, but | do know we do have preni uns.

Q Thank you.
And have you seen -- well, you probably don't know
the answer to over the last few years have those declined?
A. | would say that they probably have as -- as nopst
producers -- nost dairy plants have.

Q And for your 40-pound bl ocks, as | understood it
Wi th your conversation with M. MIltner, you wll sel
those to entities, but they then go on and get further
br oken down to whatever nore retail sized packaging is
requested; is that right?

A They can, but a lot of themw Il sell out directly
to another -- another facility or another processor who

may shred it and it may end up in the grocery store under

their label. It all has traceability back to our dairy
plant, but it all -- it may go to another custoner who is
going to process -- or put it into a slice or a

cut - and-w ap operati on.

Q Okay. GCkay. Thank you

And when you sell your cheese, how do you look to

price your cheese? Do you price off the CVE bl ock price
or --

A Basi cal ly, just about everything is based off of
the CME bl ock price, correct.

Q | just had a quick question, if you could turn to

page of 6 of your testinony. W wanted to understand --
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just check on a couple of categories under your processing
| abor.
For warehouse and | oadi ng costs, is that at the
end of the production chain, to |oad up the product?
A No. That's actually bringing in raw material from

t he war ehouses.

Q Ckay.
A. And then the other part is just noving the cheese
around, you know. You are going to be -- as you nmke

cheese in one section of the plant, your |oading people
are going to cone and grab that pallet of cheese, put it
down, take it into the coolers, and situations |ike that.

Q Ckay. That's hel pful

And intake trucking is raw m |k intake?

A Correct. Yep. And that's why that nunmber is not
included at all into the survey because they asked not to
i ncl ude anything with your whey plant, your m Kk intake,
or anything to do with the mlk hauling or the Feta
producti on.

Q Ckay. And | know you don't report whey, but do
you list -- and | know your whey costs aren't in there,
but I'mjust curious what you all do with your whey.

A. We have an ultrafiltration systemand an RO
system So we nmake 80% -- excuse nme -- 55% WPC t hat we
sell inaliquid form W do not dry any whey. And the
same with our perneate is run through an RO system where
we produce perneate that's about 18% solids and sold in

the liquid form
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Q Ckay. And ny last question -- and M. Rosenbaum
hit on that a little bit -- under year four, the |DFA
proposed Make All owances woul d not cover your
Make Al l owances as you've given us the information for
2022.

How are you going to deal with that?

A. The sanme way that |'mdealing with it right nowin
its $0.12 difference.

Q And how is that?

A. You are going to try and find a type of cheese or
an -- alnost an artisan type brand where you can probably
get a higher return on your cheese, or a higher yielding
cheese to create the nost anount of incone that you can,
so that you can continue to survive.

Q So put it another way, you will |ook to nake | ess

40- pound cheddar and nore sonething el se?

A. In a perfect world, yes.
Q Ri ght .
A. But the 40-pound cheddar is still a very good

selling item

M5. TAYLOR That's it from AMS. Thank you so
much.

REDI RECT EXAM NATI ON
BY MR ROSENBAUM
Q One quick correction on an error introduced into

the record by M. Rosenbaum

The proposed Make All owance is $0.284. | don't
know where | got the $0.30 figure from
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A. | was pretty excited about going up to $0.30. |
was just going along with it. | thought | could maybe get
a couple nore cents here.

Q And with that self-correction, but, you know, that
sinply further denonstrates that the Wsconsin Cheese
Makers Associ ation, |DFA proposals would not thensel ves
actually cover all of your current costs of manufacturing,
even as they reach their peak in 2028, correct?

A. Right. It would -- it would rely on us to becone
a nore deadly efficient plant basically.

MR. ROSENBAUM  Your Honor, | would nove Hearing
Exhibit 203 into the record.

THE COURT: (bjections?

Exhibit 203 is nmade a part of this hearing record.

(Thereafter, Exhibit Nunber 203 was received

i nto evidence.)

MS. TAYLOR  Your Honor, if | could, because |I'm
trying to keep track of tinme as well, and | recognize we
have one nore witness to get on this norning. So what we
are doing is notifying the dairy farnmers that are
scheduled to testify today that we will start a little bit
late, at 12:15, to help us maybe try to get through
M. WIIls now and still take a small |unch break.

So if that's okay with everybody, we'll --

THE COURT: Raise your right hand.

ROBERT W LLS;
Being first duly sworn, was exam ned and

testified as foll ows:
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THE COURT: Your wi tness.
DI RECT EXAM NATI ON
BY MR ROSENBAUM

Q Good norning, M. WIIs.

Do you have before you the docunent that's narked
as Exhi bit WCVA- 37?

A | do.

Q And is that your witten testinony?

A Yes, it is.

MR. ROSENBAUM  Your Honor, |'d ask that it be
marked with the next Hearing Exhibit nunber.

THE COURT: Yes. WCMA-3 is marked 204 for
i dentification.

(Thereafter, Exhibit Nunber 204 was narked

for identification.)
BY MR ROSENBAUM

Q M. WIIls, given the tine pressures, I'mgoing to
limt ny questions of you, except that you have told ne
t hat you have a background that doesn't appear on the
docunent. Can you just tell us your educati onal
backgr ound?

A. To the degree it's relevant, | have a Ph.D. in
econom cs and a | aw degree, and worked for Econom c
Research Services of USDA, as well as the University of
W sconsin, before | decided to becone a cheesenmaker and
foll ow ny passion.

Q Pl ease read us your statenent.

A. Do you want my address and all that kind of stuff?
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It's in the witten part, but I'"mjust follow ng the
pattern here.

Q And you're being a | awer now, too. Yes, please,
do that.

2023

A. Robert Wlls, ROB-E-R T, WI-L-L-S. The address

of our factory is E5904 MI| Road, or Post O fice Box 185,
Pl ai n, Wsconsin, 53577.

Q Thank you

A. Sorry about that.

Q No, no apol ogy.

THE COURT: | appreciate that.

THE W TNESS: Today | want to di scuss how
Make Al l owances inpact farners who sell mlk to conpanies
i ke Cedar Grove Cheese, and why hi gher Make All owances
are beneficial for us and for the dairy market.

Attached is a spreadsheet showi ng the cost of
production for cheddar at Cedar G ove Cheese. The data
were not included in previous conpilations. Qur costs at
about $0.77 per pound are on the highest end of those
di scussed in these hearings.

And to be clear, we are not advocating at this
time for our cost to be a national standard for
Make Al l owance. W are able to recoup sone of our higher
costs by providing better products and services than nost
comodi ty cheddar

Cedar Grove Cheese has been operating since 1878.
For nost of that tine, cheddar has been part of our

repertoire. W currently purchase mlk from around 30
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farms. Cedar Grove Cheese was one the first snmall
factories to participate in the Federal M|k Marketing
Order. W installed a Gade A receiving station and

provi ded pooling services for several other small plants
to qualify their mlk. However, in the |ast couple years,
we had conpletely left the market order, and this year we
have been pooling mlIk fromless than half of our
producers.

In these hearings, as in the -- as in the past,
academ cs and advocates have been di scussing how to set
the Make Al l owance for comodities used in mlk pricing
formulas. Typically, the appropriate value for the
Make Al l owance is viewed as one that exceeds the cost of
producti on of processors of sone percentage of the
product, for exanple, 80% of cheese.

Conpanies with costs bel ow -- costs above that
value will either fail, add enough value to their products
or services to make up for their higher costs, or |eave
t he market order and pay their suppliers a |ower price.

If the 80%is nade by 35% of processors, it suggests that
t he remai ning 65% percent would be dooned to fail or
under pay their producers.

Over the years, this has led to significant
increases in market concentration and fewer sales
opportunities for farners.

Most testinony on Make All owances describe a
zero-sum gane. Any addition to Make Al l owances is viewed

as reducing returns to farners. A higher Make All owance,
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one that covers the cost of nore processors, is presented
as taking noney away from farners.

This is a false trade-off. At market prices the
mar ket order pool only generates a certainly anmunt of
total product sales. The formulas are conplicated, but
ultimately, the noney available to pay farners is no nore
than the value of those sales |l ess the cost of nmking the
products. The market order Make All owances do not
determ ne either consuner purchases of dairy products or
t he cost of producing those goods.

| f the Make Al |l owances do cover the cost of

production, and processors either pay -- did | mss a word
t here?

Q | think your word is do not.

A. -- do not cover the costs of production, then

processors either pay |ess than the nmarket order m ninmum
price or they stop producing.

Mar ket order rules including Make Al owances are
only about who gets the class prem uns. Make Al |l owances
do not produce val ue.

| remenber when Make Al |l owances were nore than
adequate. W paid farners over-order premuns. Recently
when Make Al | owances have not been close to covering the
cost of production, many proprietary processors, |ike
Cedar Grove Cheese, have been forced to depool sone or al
of their farnmers' mlk. Economcs forced us to choose
bet ween participating and | osi nhg noney.

As | said at the top, we do not need market order
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fornmulas to cover all of our costs for us to participate.
However, when Make Al |l owances are too | ow, and when ot her
estimates of revenue in the fornmulas such as the val ue of
whey are unrealistic, then we are forced to take our
farmers' mlk out of the order.

Under normal conditions with positive pool draws,
no processing conpany wants to depool its farnmers' mlKk.
Depool ing gives up those farners' share of nobney generated
fromclass premuns, the tax on consunmers of mlk. In
t hat case, the pool nobney goes to conpeting firnms that are
then able to keep their -- that are able to keep their
mlk in the market order, and those conpeting firnms get an
advant age selling products and attracting farm patrons.

In nmy earlier request for a market order anendnent
to be included in this hearing, | pointed out the
anticonpetitive effect of particular FMVA rules. Those
rul es on reblending and permtting deductions only by
cooperatives enable those firns to receive pool noney
whi |l e paying | ess than the market order mninmm

Proprietary firnms, nmeanwhile, nust pay each and
every farnmer a higher price. Al though USDA deci ded t hat
t he market order adm nistration does not have the
authority to correct that inequity directly, setting high
Make All owances is a different way to hel p neet your
statutory obligation to protect conpetition.

| f Make All owances are high enough, nobst
processors wll be able to cover their processing costs

and pay the mninmumprices, then all farnmers associ ated
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Wi th those processors can benefit fromthe value of the
mar ket order pool .

As has been occurring, market conpetition for mlKk
will nove extra dairy product value to farnmers. Wth
adequat e Make Al |l owances to cover costs, conpanies |ike
Cedar Grove Cheese will be able to qualify nore of their
mlk and their farnmers will share in the pool.

Lower Make Al |l owances nean the pool draw will go
to sonme other farns. Farners will not receive equal
treatment under the order and conpetition for dairy
products will deteriorate further. Thank you very nuch.

Q Thank you very nuch.
MR. ROSENBAUM The witness is available for
exam nati on.
CROSS- EXAM NATI ON
BY MR M LTNER
Q Good norning, M. WIIs.
A. Good nor ni ng.
Q Ryan MItner, | represent Select MIKk Producers.

On the first page of your statenent, fourth
par agraph, there's a sentence which reads, "Typically the
appropriate value for a Make All owance is viewed as one
t hat exceeds the cost of production of processors, of sone
percentage of the targeted product (e.g., 80% of cheddar
cheese). "

Wth that parenthetical, are you suggesting that
that's where the Departnent should set the Make All owance

mar k?
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A. No, it's just a nunber that has been used --
Q Ckay.
A. -- inthe -- 1 believe in this hearing and in

ot her situations, yes.

Q And on the second page you have a |line that says,

"I remenber when Make Al |l owances were nore than adequate.
Do you renenber when that was?

A. Well, we were able to pool mlk up until about
four years ago or five years ago, when it becane -- when
we took nost of our mlk out of the pool, because there
wasn't a value in being --

(Court Reporter clarification.)
THE W TNESS: Wen there wasn't value for us in
being in the nmarket order.

So to clarify that, you know, we have to bal ance

2023

out whether the -- whether paying the mninumprice that's

required by the market order is possible while -- wthout

| osi ng noney, and whether there's sufficient return in the

PPD to be -- to justify staying inthe -- inthe -- to
justify staying in the order and getting that noney for

our producers.

So when either the Producer Price Differential is
small or -- or when the cost of -- when the revenues from

the market order that -- fromsale of the products in the

mar ket order are not sufficient to cover our costs,
then -- then we have to | eave.
BY MR M LTNER:

Q And that turned, for your plant, your business,
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sonetine four or five year ago you think?

A That's when we made the decision that we were not
able to be in, yeah.

Q Ckay. So the next paragraph down begi ns, "Under
normal conditions, wth positive pool draws, no processing
conpany would want to depool its farnmers' mlKk."

And if | could add nmy understandi ng of what you
are saying there, is that when there's a strong positive
di fference between the blend price in Cass Ill, that
positive difference allows you to pay your patrons nore
than if they were not participating in the order, correct?

A That's correct.

Q So there's a proposal in this hearing that would
reduce the Class | differential by $1.60, making the
Class | differential $0.20 in your part of the world.

What woul d that do to your ability to participate
in the pool and attract producers to your plant?

A. The only reason for the nmarket order is to
distribute the -- the tax noney, the surplus revenues
from-- fromthe premuns. And so, you know, basically
all the rules are determ ning who gets that noney. | --
if there is no pool there, then the only thing -- then the

only service the market order is providing is, is

i nformation, which is valuable. So, you know, |'m not
really here to testify on the Cass I, but -- but
personally, if the -- if the pool noney di sappeared

conpletely, it would create a nore even playing field for

all of us.
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Q Wuld it nmake it easier or harder for you to
attract mlk to your plant and pay your producers if the
Cass | differential were $0.207?

A. So if there were -- if there were not a pool draw
for the people who are conpeting against ne, it would --
it would make it easier for nme to conpete.

MR MLTNER Ckay. Thank you very nuch.
THE COURT: Anyone el se other than AMS?
THE WTNESS: Good norni ng.
CROSS- EXAM NATI ON
BY MS. HANCOCK:
Q Good norni ng.

A. It's still norning, right.
Q | keep looking. |It's not noving very fast.
So thank you for being here. | just have a couple

of questions.
You're a small cheese processor; is that right?
Wul d you characterize yourself as small?
A There are snmal |l er ones.
Q Ckay. On the spectrum of sizes of processors --
A Certainly in terns of people who are testifying in
t hese hearings, we are probably the smallest, yes.
Q And -- and you just heard ne ask the prior wtness
t he question about efficiencies in operating |arge plants
versus small plants.
Do you renenber that?
A Wat -- is there a question? | -- 1 -- 1 know you

had that conversation with him but | may have been out of
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the room |'mnot sure.

Q Ckay. Is it fair to say that in operating a small
plant there's oftentines less efficiencies than in
operating the | arger plants?

A. There are lower efficiencies if you are only
| ooking at costs. There's also nmuch nore in terns of
flexibility and quality. And so all sizes of plants, |
t hi nk have things to contribute to the market.

Q And | was doing a little bit of online research
and it looks like that flexibility and the quality you
tal k about is actually one of -- one of the things that
your brand is built on; is that right?

A That's correct.

Q And, in fact, you're award-wi nning in your cheese
maki ng, | saw.

A. We do pretty well on awards, yes.

Q Ckay. And that's -- those prem um products are
reflected in the processes that you've built into your
pl ant operations; is that right?

A That's correct.

Q And in order to produce those prem umquality
levels, it requires a higher cost of production; is that
fair?

A Yes.

Q And have you had that sanme brand recognition since
you joined the operations | think back in the '80s? Has
t hat phil osophy stayed the sanme throughout that whole

time?
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A. Absolutely, yes. In fact, we've gone away from
comodi ty cheese production. W have noved nore of our
production away from commodity cheese producti on and nore
into -- into products that take advantage of our

experi ence.

Q Experience in nmaking those quality prem um cheese
product s?
A Yes.

Q And -- and with that, that has an effect on the

cost of your production as well; is that fair?
A Yes.
Q So even -- | think on your calculations that you

have incl uded here, you have done it on a straight |ine
percentage al |l ocati on based on the volune of the products;
is that right?

A " msorry.
Q You have done --
A. W have allo- -- how we allocated the expenses; is

t hat what you are sayi ng?

Q Yes.

A Yes.

Q You have done that on a percentage of your tota
costs commensurate with the volune that the percentage of
vol unme that you produced for cheddar cheese?

A. That's true to a degree, although there's sone
expenses which were -- which are associated with the --

t hat were excluded because they were, you know, things

t hat go beyond |i ke packagi ng expenses, and -- and sheep
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and goat m |k cheeses, and transportation, so -- sO0 anong
the things we do are custom zed cheese where we will take
mlk froma single farm for instance, and those expenses
woul d not have been included in the anal ysis.

Q Ckay. Things that were unique to the non-cheddar
products you have already pulled out; is that right?

A. Ri ght .

Q But the things for the shared cost expenses, you
have just allocated the percentage to cheddar that is
comensurate with the vol unme of cheddar that's produced?

A. Ri ght .

Q And | just want to --

A. And, again, though, I -- so what -- so part of the
nyth of this whole -- of this whole hearing is that
cheddar is cheddar. And so, you know, there are a | ot of
variations on cheddar, and we have included in the -- in
t he 23% of our production, those things which would be
reportable. But so -- so -- so we do have hi gher expenses
for maki ng cheddar than woul d be standard for nost
producers, because we nmake a different style of cheddar
t han sone ot her peopl e do.

Q Ckay. Appreciate that.

And that's what's reflected in the nunbers in your
chart here?

A. Ri ght.

Q And just one clarification. |If you can turn to
page 5 of your --

A Just.

TALTY COURT REPORTERS, INC. 4118

taltys.com - 408.244.1900


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

Q -- of your statenent.

A. So | scranbled ny pages, would you -- could you
just tell nme where it starts?

Q Sure. It's the general | edger

A Ch, okay. Yep.

Q Next page over, | believe.

Do you have the general |edger?

A Yes.

Q And on the comment colum it |ooks |ike --

A Ch, yeah, there's an error there.

Q Yeah.

A. So -- so in order to have conparability -- and we
were in -- we benefitted by having Nasonville share
their -- their nodel with us. And so all of the | ower

part there, if you do the math, it's really the 21.03 is
used as a nultiplier rather than the 27.25 as the | abel
says, as the coments say.

Q Ckay. So just to be clear, you used M. Heiman's
spreadsheet, but your math is correct, just the comment

col um doesn't reflect the correct spreadsheet.

A That's correct. Yeah.
Q Ckay. And then you say in your statenment -- |'m
back on page 2. It says, "In June, | nmade a request for a

mar ket order anmendnent to be included in this hearing.”
That's the WCMA proposal for Make All owances? |Is

t hat what you are referring to?

A No. Wen there was first a request for -- for --
for proposals to be included in this hearing, | personally
TALTY COURT REPORTERS, INC. 4119
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submtted on behalf of Cedar G ove Cheese a request
that -- that would | evel the playing field by providing
the sanme opportunities for -- for staying in the order
whi | e payi ng under the market that -- to proprietary
plants that are available to cooperatives. And the
response that | received was that they did not -- that
USDA did not have the authority to do that.

Q Okay. | got confused with that.

M5. HANCOCK: That's all | have. Thank you so
much for your tine.

MR. ROSENBAUM  Your Honor, | have been i nfornmed
that we perhaps didn't swear this wtness in before he
started to testify.

THE WTNESS: W did.

2023

MR. ROSENBAUM We did? Al right. | just wanted

to make sure. Soneone sent a text to that effect. | did

not think that was right, but I wanted to woul d check.
THE COURT: No insult taken at all, | think.
Belts and suspenders on this. [If we have to do it tw ce,
better than doing it no tines. Anyway, thank you. |
appreciate that, M. Rosenbaum
Anyone el se have questions other than AMS?
Seei ng none, Ms. Taylor, | think you are up.
CROSS- EXAM NATI ON
BY MS. TAYLOR
Q Good nor ni ng.
A Good nor ni ng.

Q Nice to see you today.
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A. Yeah, thank you.

Q | don't think you listed in here about the nunber
of enpl oyees Cedar Grove Cheese has. And | ask, because
we want to get information on small businesses, which for
cheese manufacturers is those with |ess than 1250
enpl oyees.

Wul d you be a Small Busi ness?

A. We are seriously smaller than that. W have about
30.

Q See you can't get -- seriously small defined.

A. Yeah.

Q Ckay. Thank you
And you have 30 farnms shipping to you. Is that
i ndependent shi ppers?

A Yes.

Q And you tal k throughout your two pages about not
being able to pay mninmuns and that kind of influences
your decision on whether to pool that m |k or not.

A Correct.

Q And on the second -- second page of your statenent
you say that cheesenmakers are then forced to take our
farmers' mlk out of the order.

| could read that statenent to say -- when | read

that statenent, one can infer that you' d actually prefer

to stay in the order if you could. 1Is that a correct --
A Yes.
Q -- inference?
A. W woul d I'i ke our producers to have access to the
TALTY COURT REPORTERS, INC. 4121
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nmoney fromthe pool, which we would have to stay in the

order in order to do that.

Q Ckay. \When you do depool -- well, what causes you
to -- what are the reasons why you choose to depool ?
A Well, so it has to do wth what our -- what our

total revenues are relative to the price that the market
order would require us to pay. So a lot of it has been --
sone of it's been the inadequacy of the Make Al l owance,
whi ch we're tal king about today, and sone of it -- a |ot
of it has to do with whey prices.

So -- so over, you know, in the last year | think
there was a -- periods when the attributed val ue of whey
for cheese manufacturers was sonmewhere in the 2.5 to $3 --

Q Can you talk a little closer to your mc?
A |"msorry. Yeah.

So | think there were periods when the attri buted
val ue of whey in the fornmula was sonewhere in the 2.5 to
$3 a hundredwei ght range. W receive $0.11 a
hundr edwei ght when we sell our whey, after chilling it and
after separating the creamoff of it. So -- so that has
pl ayed a big role in determ ning when we can be part of
t he market order and when we can't.

Q So it's not just the cheese side of the business.

A. It's not -- it's not just the cheese manufacturing
costs, but it's also the way the rest of the fornul a
creates the price that we have to pay for mlKk.

Q Ckay. |s one piece of when you choose to depool

when class prices aren't in alignnent and under what we

TALTY COURT REPORTERS, INC. 4122
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woul d term historical alignnent?
A. When PPDs go negative; is that what you are

referring to?

Q Yeah, or Class IIl is above |, or high enough that
it would be -- you would have to pay into the pool.
A Yeah. | think it's a real disorder in the

mar keti ng when farners supplying cheese plants have to pay
noney to keep -- to bottling plants and in that -- or to
other to other classes. And so it really nmakes -- | think
it's inappropriate for us to keep our producers in the
order if they are having to have noney deducted fromtheir
checks to pay into other classes of m|k producers.

Q Ckay. In those circunstances, do you share any of
t he noney that you aren't putting into the pool wth your
producers?

A. We're al ways payi ng our producers as nmuch as we
can pay them So by not having to deduct that noney from
the -- fromtheir checks that would be paid into the PPD
t hey get nore noney.

Q Ckay. So your pooling decision does inpact how
you pay your farners?

A Yes.

Q For your 40-pound bl ocks, you -- so as | read it,
21. 03% of your production in 2022 went to 40-pound bl ocks?

A Yes.

Q And then, what do you do with those -- | don't
think that's been covered, and if it has, | apol ogize --

but do you sell those blocks directly? Do you age sone?

TALTY COURT REPORTERS, INC. 4123
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How does that work on your operation?

A. So we -- so we're not including aged cheese --

well, | guess, it -- sone may end up bei ng aged.

that cheese is being produced for other custoners, sone

whom may use it in producing and shredding in t
cut-and-wap prograns or in aging. So we don't
know for sure how nuch of it, but it's not --

Q You don't keep it and age it?

heir own

really

A. Well, we keep too nuch to age, but, yeah.

M5. TAYLOR: Ckay. | think that's it f
Thank you so nuch.

THE W TNESS: You' re wel cone.

rom ANS.

Most of

of

MR. ROSENBAUM  Your Honor, we woul d nove Hearing

Exhibit 204 i nto evidence.
THE COURT: Any objection?

Exhibit 204 is admtted into the record.
(Thereafter, Exhibit Nunber 204 was received

i nto evidence.)
THE COURT: Thank you, sir.

Break for lunch? Half an hour enough?

M5. TAYLOR: W have -- we have already notified

our virtual dairy farmers we would start at 12:
think 12:15.

But if we do have parties who have wit

statenments for those farners, if you could pass them out

15, so |

ten

i n advance, then we don't have to spend tinme doing that

t he noment.
THE COURT: Let's cone back at 12:10.

TALTY COURT REPORTERS, INC.
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give us a few mnutes off the record.

(Wher eupon, a luncheon break was taken.)

---000- - -
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1 FRI DAY, SEPTEMBER 15, 2023 - - AFTERNOON SESSI ON

2 THE COURT: Let's go on the record.

3 M5. CLI PPINGER: Thank you very much, your Honor.

4 Good afternoon. M nane is Lucy dippinger,

5 L-UCGY, CGL-1-P-P-I-NNGE-R [|I'mwith Baker & M1l er,

6 PLLC, and |I'm here on behalf of Dairy Farnmers of Anmerica.

7 THE COURT: \Very good. Wl cone.

8 Ckay. Are we ready to go ot herw se?

9 M5. TAYLOR: | think, your Honor -- this is Erin
10 Taylor fromAMS. | think the first one's on deck. One
11 second. Trying to nmake sure exhibits got posted online,
12 too, so | can refer to them They are online. Perfect.
13 So | think the first producer we have up is Any
14 Penterman. |If the teamwants to put her on the screen.
15 THE COURT: |'Ill swear her in.

16 H, M. Penternman. | "' m Channi ng Strother, the

17 Judge presiding over this hearing. | need to swear you

18 in. Please raise your right hand.

19 AMY PENTERVAN

20 Being first duly sworn, was exam ned and

21 testified as foll ows:

22 THE COURT: Your wtness, M. Taylor.

23 M5. TAYLOR:. Ckay. Thank you for joining us, Ms.

24 Penterman. | think fromthe list | saw, you are here

25 representing Edge Dairy Cooperative; is that correct?

26 THE WTNESS: That is correct.

27 M5. TAYLOR: (Ckay. And | believe that your

28 statenment that was submitted online is Edge-9, which -- is
4126
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that correct, first?

THE WTNESS: That is correct. That is correct.

M5. TAYLOR: |'mnoticing on our website we have
Edge -- | think it got updated and there was an error. So
it lists Edge-9, but there's no live link, and I do have
soneone | ooking into that right now, so it wll go live
here shortly.

But in the neantinme, | think you can just read
your statenent in, and everyone will listen, and they can
read it later.

But if you could first, | guess | should start,
spell and -- state and spell your nane for the record and
gi ve a busi ness address.

THE COURT: Excuse ne. Do we want to hold the
next Exhibit Nunber for that statenent? | don't seemto
have a copy.

M5. TAYLOR: Yes, we're working on that. That
woul d be -- that would be great. And I will mark that
down, your Honor.

THE COURT: Ckay. So let's -- when we get the
copy for the record of the statenent, that is Edge-9, it
wi |l be marked as identification 205.

(Thereafter, Exhibit Nunmber 205 was narked

for identification.)

M5. TAYLOR: Thank you.

THE COURT: Yes, you may conti nue.

M5. TAYLOR: So if you could state and spell your

name and give us a business address.

TALTY COURT REPORTERS, INC. 4127
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THE W TNESS: Any Penternman, A-MY,
P-E-N-T-E-R-M A-N.  Busi ness address, N 13853 Gorman
Avenue, Thorp, Wsconsin, 54771

M5. TAYLOR: Thank you.

And if you could go ahead and gi ve your statenent
for us.

THE WTNESS: Hello. MW nane is Any Penternman
My husband Sander and | farmat Dutch Dairy in Thorp,
Wsconsin. Sander is a first generation inmmgrant and
mul ti-generational farnmer with formal records dating back
to 1643 in the Netherl ands.

I"'ma third generation farner. |In addition to
running the farm | serve as clerk to our |ocal school
board, president of the Thorp FFA al umi,
president-eneritus of the Dairy Business Associati on,
which is a state trade association in Wsconsin. 1In
addition to ny role on the farm | amalso a crop
i nsurance agent.

W mlk 900 cows and farm 1,450 acres, both rented
and owned. We have 12 full-tinme enpl oyees and four
part-tinme enployees. Qur mlk goes to a privately-owned
cheese plant in Federal Oder 30. W try to adopt
i nnovative practices that are good for our environnent,
like no-till planting and nanure injection as well. CQur
farmwould not qualify as a small business under the
definition of the $3.75 million in annual revenue.

Wth three young boys, we are positioning our farm

to be efficient and of size to bring in the next
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generation, putting environnental and econom c
sustainability at the forefront of all of our decisions.

One key aspect of econom c sustainability is
effectively managi ng our price risk. As market prices
fluctuate significantly in short periods of tinme, our farm
and other farnms like it need the effective tools to ensure
a certain anount of price certainty. |f Dairy Revenue
Protection were to be suspended for any anount of tine,
farmers woul d | ose a valuable tool that hel ps them
successfully run their businesses.

| would also |ike to support ny voice for
Proposal s 16 and 17 submtted by Edge Dairy Farner
Cooperative for consideration, as both renove advanced
pricing and create a better environnent for farnmers to
effectively manage price ri sk.

Advanced pricing can create negative PPDs, or
producer price differentials, when markets experience
rapid fluctuation as seen in the last few years. This can
result in adverse conditions for farmer risk managenent,
as nearly all hedging prograns do not account for negative
PPDs. Additionally, Proposal 16 bases the fluid skimmlKk
price on dairies nost traded conmmodity, cheese.

Thank you very much for allowi ng nme the
opportunity to testify at this hearing. | amthankful to
see so many farnmers able to participate in this critical
dairy policy discussion, and enhanced flexibility has
encouraged that. Thank you.

THE COURT: Ckay. Does that conplete your
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statenent? And sorry for m spronouncing your nane. | put
an F on there instead of a P, didn't have it in front of
ne.
Is there -- are there questions for this wtness
from anyone besi des AMS?
M. Minch.
CROSS- EXAM NATI ON
BY MR MJUNCH:
Q H, Any. M nane is Danny Munch. |I'mwth the
Aneri can Farm Bureau Federati on.
Can | just ask, are you a Farm Bureau nenber?
A. Yes, | am
Q That's great to hear
Can you speak to any of the disorderly marketing
conditions you' ve faced over the past few years and how
t hat i npacted your farnf
A. Yeah. As prices change and fluctuate, what -- we
utilize DRP and sone forward contracting on our farm and
bei ng an insurance agent nyself, we really try and
protect, go out probably six to 12 nonths at a tine. And,
you know, you there are sone gaps in there that we weren't
able to protect. Even over this past sumrer, prices the
way they dropped, there's -- there just wasn't a | ot of
protection out there.
We al so experienced a roof |oss froma heavy
snowfall too, and so we kind of had a double sword whamy
agai nst us as prices continued to drop.

And so it's really challenging as a farmer when
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you are trying to plan out the next year or two and
continue to be relevant in the market to have that fl oor
protected, but it's really inportant that you stay on top
of it also.

MR. MUNCH: Thank you. That's all | had.

THE COURT: Anyone el se ot her than AMS?

Seei ng none, AMS. Ms. Tayl or.

CRGOSS- EXAM NATI ON
BY M5. TAYLOR:

Q Good afternoon. This is Erin Taylor with AMS
Thank you for joining us to testify virtually today.

You nentioned you do use DRP. Wen you are naking
t hose ri sk managenent deci sions, how far out do you | ook
to lock in positions?

A. So today being Septenber, | amlooking out to
second quarter and third quarter next year already. | may
not do all of it, but I am/looking out that far.

Q Thank you.

And for those watching and in the room the Edge
exhibits are live now, so you can | ook at that online.

And Ms. Penterman's is marked as Edge-09.

And at the bottom of your statenent you tal k about
negative PPDs in your check. You also talked a little bit
about that with the question from M. Minch.

And | wanted to just ask, when it cones to what
you all receive in your paycheck, we have heard a | ot of
di scussi on over the past few weeks about how prices

recei ved by the producer in a way already reflect sone
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probl ens as people see themwth the price fornulas, and
so producers are seeing |ower premuns, for exanple, in

their checks. So I'mjust curious if you could speak to
your experience.

A. So what we're doing is we're projecting -- you

2023

know, we're constantly | ooking at our bottomline, we know

where our cost of production is. And |I'mcontracting
t hrough DRP or whatever nethods | have for that -- that
floor that I know that | need to get.

So you' re banking on -- you are |ooking at the

futures prices and what -- what's predicted out there, but

when you actually get your check, and with these negative
PPDs, sone nonths it could be $0.25 | ower, sonme nonths it
coul d be negative $0.70, or even higher. And so that

really makes a huge difference on your bottomline when

what you think you' re protecting and what you are getting,

there's a gap there. And there's nothing to protect you
for that, and it gets really frustrating.

Q Ckay. And when you are |locking in for your cost
of production, you know, can you give a rough estimte of
how nmuch of your production you try to cover?

A. Usual ly | stick around 75% and | do it in

increnments. |'musually -- | have got that 75%

protected -- like for fourth quarter of this year, | have
everything that is protected for fourth quarter. Into the
first quarter of next year, | want to have that 30% - -

dependi ng upon what narkets are doing -- 30 to 40% for

first quarter, and then maybe just 25%for second quarter,
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and then entertaining to look at third quarter.
Q Ckay. Thank you

A Yep.
M5. TAYLOR. That's all from AMS. Thank you.
THE COURT: Very well. Anyone el se?
| guess we'll wait until we get hard copies of the
exhibit. W won't need the witness here for that, | don't
t hi nk.

| appreciate you testifying before us today,
Ms. Penterman, and | guess that's it. You nay step away
fromthe canera or whatever it is at your |ocation.
Anyway, thank you very nuch.

M5. TAYLOR:  Your Honor, we do have a nunber of
W tnesses from Edge that -- whose statenents are online,
but we don't have printed copies. So that's what we did
| ast week, is we can reserve those nunbers, and we'll
print them off and have them hard copi es on Monday.

THE COURT: Very well.

M5. TAYLOR: Ckay. | think up next Steve Pierson.

THE COURT: M. Pierson, please raise your right
hand.

"' m Judge Strother, by the way. |[|'m presiding
over this proceeding. And | need to swear you in, sir,
rai se your right hand. | can see you.

Apparently, we were on nute. |'m Judge Strother.

| preside over this hearing, and | need to swear you in as
a W tness.

Pl ease rai se your right hand.
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BY MB.
Q

attorney with the MIk Innovation G oup.

doi ng?
A
Q
A
Q

matter.

record,
A.

STEVE PI ERSQN,
Being first duly sworn, was exam ned and
testified as foll ows:
THE COURT: Very well. Your w tness.
DI RECT EXAM NATI ON
VULI N:
H, M. Pierson, this is Ashley Vulin. |

Good. Good norning, Ashl ey.

Good to see you.

"m an

How are you

Actual |y good afternoon where you are, naybe.

W call it -- we're here all day, so it doesn't

So can you state and spell your nane for

pl ease?

t he

Certainly. M nane is Steve Pierson, S-T-E-V-E
P-1-E-R-S-O N.

Qur address is 22431 R ver Road Northeast in
St. Paul, Oregon, 97137.
Q Thank you, M. Pierson
And do you have in front of you your statenent?
A | do.
Q And coul d you share that with us today, please?
A | certainly will. And -- but before | get
started, | do want to tell you how honored | amto have

this opportunity to address you, Judge Strother,

USDA.

So thank you so nuch for this opportunity.
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Q And should we -- sorry to interrupt. Before you
start reading.

M5. VULIN. Do we need to give it an exhibit
nunber now?

THE COURT: Yes, mght as well. Let's reserve --
or as far as |I'mconcerned it's marked as 206 now, and
we'll admt it into the record when we have hard copies --
| do have thenf

M5. TAYLOR: | think you have a paper copy.

THE COURT: M G 14 is now 206.

(Thereafter, Exhibit Nunber 206 was nmarked

for identification.)

M5. VULIN. Thank you.

BY MS. VULIN:
Q Ckay. Sorry to interrupt, M. Pierson

THE COURT: And thank you for being here. [|'m
very honored that you would cone and talk with us today.

THE WTNESS: Well, thank you so nuch

Anyway, | do appreciate the opportunity to offer
this testinony on the Federal M|k Marketing Order pricing
topics and the ability to provide nmy remarks to the
Zoom -- on the Zoom format.

| do farmin Oregon. Travel to Indiana woul d have
been a bit of a strain on the farm operation and enpl oyees
and nost inportantly ny famly. 1It's remarkable, quite
frankly, that technology allows us to offer this live
testinmony froma renote setting, and just a couple m nutes

ago, | just got done doing ny norning tours on the dairy.
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BY M5, VULIN:

Q And, M. Pierson, |I'll just remnd you to go nice
and sl ow for our court reporter, please.

A Sure. Sorry.

Q Thank you.

A We operate a USDA certified organic dairy near
St. Paul, Oregon. W're about 30 mles south of Portland.
We ship our mlk through CROPP cooperative.

At Sar-Ben Farnms we m | k about 285 cows and we
manage about 700 animals in total when you include the
non-| actati ng youngstock and the dry cows. | graduated
with a Dairy Science degree fromthe University of
Florida, and while | didn't come froma dairy background,
| have now over 30 years as dairy farnmer. |'mactually a
first generation dairy farner.

| know USDA is interested in whether we are a
smal | business or not, and the answer is yes, we are a
smal | business under $3.75 mllion in sales a year.

And on the farmwe crop nearly 180 acres which is
entirely in perennial pasture which is irrigated. W mlKk
Jerseys and Hol steins and Jersey-Hol stein crosses, and
this is our mx that works well for our farmfor a |ot of
di fferent reasons.

Qur famly and farmis truly focused on dairy and
other than selling a small amount of conposted manure
solids to a fertilizer conpany, we derive 100% of our
revenue fromorganic mlk sales and organic ani mal sales.

The farmfirst started mlking cows on this
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facility in 1958, and today there are four generations on
the farm which of course include ny young grandchil dren.
W are a licensed G ade A dairy operation and nuch of our
mlk goes into fluid processing in the Pacific Northwest
and a smaller portion is used for powder, butter, and
yogurt.

The farmis the primary inconme for five famly
househol ds and much of the |abor and day-to-day managenent
is carried out by our famly nenbers. W also have two
full-time enpl oyees.

We becane certified organic in 2005 after starting
that transition in 2002. Becomng certified organic has
been a ganme changer for us and has allowed us to continue
to bring nore generations onto the farm

| have to admt, | amproud of the fact that our
three adult children -- Kevin, Ryan, and Sarah -- all
graduated with honors from Oregon State University, and
al so come back to farmwith us on the dairy. So all three
of the kids are here, as well, of course, as ny wife
Susan.

Part of what drew us to CROPP Cooperative was not
only the opportunity for a higher, nore stable and
predi ctabl e pay price, a challenge that we just heard the
previ ous witness, you know, speak about very el oquently,

in the conventional narket, but also the mssion to

really -- that really resonated with us.
And I'Il state our mssion for you. It is "to
create a cooperative" -- "to create and operate a
TALTY COURT REPORTERS, INC. 4137
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mar keti ng cooperative that pronotes regional farm

di versity and econom c stability by the neans of organic
agricul tural methods and the sale of organic" -- or
“certified organic products.”

In a nutshell what we're saying is we want to
support small famly farns and the rural comunities that
t hey exist in.

In 2005, we becanme CROPP Cooperative nenbers.
Wil e the co-op has over 1600 nenbers nationwi de, as of
today we have around 80 farm nmenbers in the Pacific
Nort hwest as well as a processing plant in McMnnville,
Oregon. This plant has been used for standardi zing farm
m |k, sone butter and powder production, and the co-op
bought the facility in 2016.

After substantial capital investnent, we brought
the plant up to a very nodern processing facility, which
is much needed in the Northwest. However, in 2021, we --
the plant suffered a devastating fire, which we are stil
trying to rebuild from The facility is certified organic
and processes only organic mlKk.

Wth a supportive famly, | was able to run for
t he CROPP Cooperative board in 2012 and was honored to be
el ected to the Board of Directors of the co-op.

So | have served on the Board for over ten years,
and it is a privilege to serve, but it certainly demands a
ot of my tine. And as any cooperative board nenber can
state, it can be fairly stressful at tines.

Decisions in the board roominpact all the
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t housands of the farmer nenbers that we have, as well as
t he 900 enpl oyees that are dedicated to our mssion and to
our farners.

We do have a saying in our co-op, "no margin, no
m ssion."

So like all the dairy in the dairy industry, we
are operating on an extrenely conpetitive | andscape. The
Federal M|k Marketing Order regul ati ons have an outsized
i npact on a cooperative, creating a nultimlIlion dollar
pool obligation annually and provide no benefit to our
nmenbers or the cooperative. It is detached fromour core
busi ness of sourcing organic mlk, processing organic
mlk, and selling or nmarketing organic mlK.

At the cooperative, we as the board of managenent
annual |y establish our pay price based on narket
performance and our own ability to manage the supply and
the inventories of organic -- of our organic products. W
have sonme seasonal adjustnents and quality prem uns but do
not as a regular course of business change the pay price
nmonth to nonth, which sets us -- you know, obviously
differentiates us fromthe conventional world.

Qur primary nethod of bal ancing our own mlk
supply is through a quota systemthat every nenber nust
adhere to, and it allows us to plan throughout the year.

CROPP's organic utilization is set at 98%

Selling organic mlk as a non- -- as a non-organic i s our
| ast option, and we take every effort to avoid. It is a

| osi ng proposition to sell our organic product in the
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conventional market.

Let me just state real quickly another concept we
have in our co-op, and that of course is that none of us
is as smart as all of us. And our robust supply
managenent programto bring us up to 98% organic
utilization has been key to hel pi ng our success and
mnimze our opportunity to use the convectional narket.

We engaged our nenbership for over a period of
several nonths to cone up with a supply managenent program
to help ensure that we don't have an oversupply of organic
m | K.

And | guess | would like to just say for a mnute
that this "none of this is as smart as all of us" is
really enblematic of what we're trying to do here today.
You know, we're trying to work coll aboratively with the
USDA to cone up with workabl e sol utions together that work
best for both the conventional nmarket and the organic
market. So | do appreciate the fact that we are able to
wor k col | aboratively on that.

Qur participation in the Federal M|k Marketing
Order restricts our ability to return nore financi al
stability to our farners. |If this hearing creates an
outcone that increases our pool obligations, let's just
say 30, 40, or 50% of what we're already contributing, it
woul d require cooperative |eadership to do one of three
t hi ngs:

| ncrease the consunmer prices to try to generate

nore i ncome, which essentially is a non-starter inthis --
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inthese -- in this tinme of high inflationary econony, and
especially a risk for those of us in the premumdairy
categories where we are already seeing some price
sensitivity, organic consunmers stepping away fromthe
organi c dairy because of price increases we have been
forced to put in because of supply chain inflation; pull
back on the cooperative asset investnent and staffing, a
nove that would fundanentally limt our ability to bring
products to the market; but nost likely scenario would be
a suppression of farmm |k price increase opportunities
and perhaps a reality that we nmay need to | ower the pay
price to our farner nenbers to satisfy our obligations to
t he FIVMO.

The | atter of those | hope will never happen
because -- and we definitely don't want to have to
consider that in the board room

The biggest risk to the co-op is increased O ass |
differentials. And | know the MIk Innovation Goup is
asking in this hearing and exam nation -- of the
exam nation of the Class | differentials, and that's the
right starting point: Do these even nake sense anynore as
justification to draw mlk to service the Cass | market?
My guess is they don't, but that should definitely be
expl or ed.

| know t he USDA does not see all dairy farnmers as
a nonolithic block, and frankly, the order shoul d not
treat everyone like they are a nonolithic block, either in

this or national hearing.
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Just because you can take a price from our
cooperative and our organic dairy farners because of a
1930 | aw does not nean that that should be the path or
it'"s in the best interest of the industry to underm ne the
very part of the dairy that over the last ten years has
been grow ng and connecting wth our consuners.

| did sign the letter with sonme 174 organic dairy
farmers urging the USDA to exanmine in this hearing the
proposal to exenpt organic mlk from pooling obligations
when farnmers are paid above the Class | premuns. |
continue to believe it should be added to the hearing and
the response by the USDA why it isn't part of discussion
is insufficient.

Thank you for the opportunity to testify, and I am
open for any clarifying questions. Thank you.

Q Thank you, M. Pierson. Appreciate you joining us
t oday.

M5. VULIN. The witness is available for
Cross- exam nati on.

THE COURT: Any questions for this w tness other
t han AMS?

Seei ng none, Ms. Tayl or.

M5. TAYLOR  Yes.

CROSS- EXAM NATI ON
BY M5. TAYLOR
Q Thank you for joining us, M. Pierson. This is
Erin Taylor fromAMS, and | appreciate you taking tinme out

of your day to join us.
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You did nention you are a small business, and |

did want to ask a little about risk managenent, since |I'm
asking all the producers. And |I'm guessing your situation
isalittle different since you are organi c based on how
you are paid, but I'lIl still ask the question, if you
utilize any risk managenent tools.

A. W are enrolled in DMC, but we don't use any
mar ket hedging with our mlk. Qur risk managenent is
nostly built into our participation in Organic Valley. W
have a long-termcontract and a set pay price for our mlKk
t hroughout the year. The cooperative is built in part to
function as a hedging tool for the farm-- for a farmlike
ne.

Q Okay. Thank you

A. Yeah. You know, in effect, the co-op absorbs nuch
of the up-and-down narket novenent and takes a risk --
hel ps to mnimze that risk for the dairy farners.

Q Ckay. And you say nost of your mlk goes to a
Class | plant; is that correct?

A | believe so, yes.

Q And how far does your mlk go to nake it to that

pl ant ?
A. Well, the processing for Class | is generally done
at Portland, and like | nentioned earlier, |'m about

30 mles from Portl and.

Q And do you have to pay the haul on that |oad or
that's accounted for in the contract price you have
with --
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A. The co-op -- the co-op subsidizes our hauling to a
degree. W do pay sone stop -- nonthly stop charges and a
smal | charge but -- for hauling, but not the entire
anount .

Q Ckay. And have you seen those hauling costs

i ncrease over the past few years or --

A. Actually the Board of Directors approved a hauling
cost increase, | want to say in 2017, which was the first
time probably in ten years that we had done that. So the
haul i ng costs have not been changed very nuch at all.

Q Ckay.

A. But again, that burden on the supply chain,
inflation has been absorbed -- is being nostly absorbed by
t he co- op.

Q Ckay. And with your contracted pay price, has
t hat changed nuch over the years? | don't know how often
that is, you know - -

A. That's a great question. And every year the Board
of Directors passes its annual budget, and in that annua
budget is our -- it includes our stable pay price for the
next year. W are -- last year we did budget a $0.50
i ncrease across the nation to the farners, and we're
pl anni ng on doing that -- hopefully we can do that again

next January. So it goes up increnentally.

Q Ckay. But you haven't seen a decline?
A. We have not seen a decline. W did see a decline
in 2016 when we -- when we becanme oversupplied for a

period of time until we started our supply managenent
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progr am

Q Ckay. At the bottomyou nmention that nost of the
mlk goes to fluid, then a snmaller portion is used for
powder, butter, and yogurt.

|s that organic butter, powder, and yogurt?

A Yes, all.

Q It is?

A Yeah.

Q Ckay. But so the --

A. That's what contributes to our 98% organic

utilization.

Q Ckay. Okay. You tal ked about -- you nentioned
that the way Organic Vall ey and CROPP bal ances supply is
t hrough a quota system

|s that for the co-op as a whole or just in your
area?

A. The co-op as a whole. And, you know, different
areas can be -- | would -- you know, | would be -- you
know, can be approved for nore production based on
processi ng capabilities and | ocal demand. But the whole
co-op is under it, yes.

Q Ckay. So then do you think there's a |ack of
organic mlk in the market right now, on the raw m |k side
since you -- you have instituted sone supply nmanagenent
system or not?

A | would say -- | don't think that there is a | ack
of -- I think we're fairly bal anced, in ny opinion, across

the country, reasonably well bal anced right now, in
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organi ¢ supply. To be honest with you, | think we're very
concerned about the -- if the econony is going to go into
a deep recession, what that would do to prem um products,
including organic. So far it hasn't been -- we haven't
seen a serious decline in demand, but there definitely has
been a softening of denmand because of price increases that
we have had to enploy. But | would say we're reasonably
bal anced.

Q Ckay. And then when you tal k about the 2% goi ng
into non-organic, since 98%is the goal, is the 2% -- what
drives that, maybe | ack of demand or |ack of organic
processi ng capacity?

A. | would say nost of it is lack of the ability to
capture the product in line loss. There would be -- |
don't think it's lack of demand. Lack -- if it was |ack
of demand, it would be significantly higher than 2% |
believe. | think that when you go into a plant -- because
we use co-producing plants across the country -- Organic
Val | ey enpl oys about 60 or 70% co-processors across the

country, and there is going to be sone efficiency |oss

in -- when you do process, because typically what happens,
of course, is you wll have to process the organic mlk
first and then they'll sanitize their systens and process
the organic mlk first, and then they will process the
conventional mlk after that. And there will be sone
typically line loss that we -- that we see.

Q Ckay. And you say --

A But I don't believe it is demand.
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Q Ckay. And you say the goal is 98% But can you

speak to what -- what is maybe the average?
A. Ch, | -- okay. Maybe | -- maybe | slightly
m sspoke. Qur current -- we currently are at 98% |

woul d have to say we woul d happen to hit a range between

95 and 98 woul d probably be realistic. Things happen,

that sonetinmes you do need to be forced to sell mlk, you

know, other than organic. Say, for instance, your
processing plant can't handle your mlk at that point in
time, things are out of your control. But, like | said,
we are -- this is sonething the Board of Directors
nmonitors very closely because it has a direct inpact on
our bottomline, and we are at 98%ri ght now.

Q And when the processing plant can't handl e your

vol unme, what happens to that m | k?

A Well, | would imagine that -- well, actually, I
can't really speak to that because | don't -- | don't
really get down that far into the weeds of what -- where

the mlk goes. But typically we would try to find an

2023

al ternative processor, and it could be organic -- it could

be a conventional market or it could be another organic

market, too, that's available. But that's really not part

of what | get involved wth.
Q Ckay. Thank you
A Sure. Thank you.
M5. TAYLOR That's it from AMS
Thank you, your Honor.
THE COURT: Anyone el se? kay.
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M5. VULIN.  Thank you for joining us, M. Pierson.

And do | need to nove to admt Exhibit 2067

THE COURT: That's what we have been doi ng.

Any objection to Exhibit 206 com ng into the
record?

Seei ng none, Exhibit 206, this w tness statenent,
is made a part of the record in this proceeding.

(Thereafter, Exhibit Nunber 206 was received

into evidence.)

THE COURT: Thank you so nuch, M. Pierson.

THE WTNESS: M pleasure, ny honor. Thank you,
Judge.

THE COURT: Bye-bye.

M5. TAYLOR:  Thank you.

And then | think up next is Neil Hoff, so we'll
bring himup on the screen.

M. Hoff, if you are there and your video is on,
if you could just speak, and then |I think on our side the
screen will change. |'m hoping.

| don't think your video is on, but that's okay if
you don't want to turn your video on.

THE WTNESS: No, | want to do that.

(O f-the-record.)

THE COURT: Back on the record.

Wl conme, M. Hoff. M nanme is Channing Strother.
|"mthe presiding judge in this proceeding. | would |ike
to swear you in. Please raise your right hand.

111/
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NEI L HOFF,
Being first duly sworn, was exam ned and
testified as foll ows:
THE COURT: Your wi tness.
DI RECT EXAM NATI ON
BY MR PROMANT:
Q Good afternoon, M. Hoff. [|'m Bradley Prowant,
one of the attorneys representing National MIKk.
| f you could go ahead and pl ease state and spell
your nane and provide us with a busi ness address.
A Sure. I'mNeil Hoff, NNE-I-L, HOF-F. And ny
address is 2205 Hoff Road, W ndthorst, Texas.
Q Thank you.

M. Hoff, did you prepare a witten statenent for

t oday?
A | have.
Q And is that the docunent | abel ed NVPF Exhi bit 747
A Yes.
Q Al right.

MR. PROMNT: If we could go ahead and mark t hat
wi th the next exhibit nunber.

THE COURT: Yes. NWPF-74 is marked for
identification as 207.

(Thereafter, Exhibit Nunmber 207 was narked

for identification.)
BY MR PROWMANT:

Q M. Hoff, could you go ahead and pl ease read your

statenent for us.

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900

2023

4149


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

A. Yes. And thank you, your Honor, for allow ng ne
to do this virtually. Like the previous presenter said,
it's pretty nice to stay on the farmand be able to do the
work. So thank you for allowing me to do it in this --
virtually like this.

THE COURT: We're all very pleased to have you
here, sir.

THE W TNESS: Thank you very nuch

Hello, nmy nanme is Neil Hoff, and | ama dairy
farmer from Wndthorst, Texas. Today | amtestifying on
behal f of the National MIk Producers Federation (NWVPF)
and ny dairy cooperative, Dairy Farnmers of Anmerica (DFA),
in support of the NWMPF proposals. Thank you for giving ne
the opportunity to express ny thoughts on m |k order
noder ni zat i on.

| ama fourth-generation dairy farmer, working the
sane |land as ny great-grandfather did back in the late
1800s. Two of ny grandsons currently help me on the farm
They are the sixth generation mlking cows on this farm

In our industry, all farns strive to be
sust ai nabl e but the termsustainability remains hard to
uniformy define. At ny farm as each generation hands
off to the next, we make sure that the farmand the cows
are in a better place than when they took over. W nake
sure the farmis inproved with each generation. That, to
me, should be the definition of what sustainability is all
about .

| currently mlk about 100 cows, half Hol stein and
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hal f Jerseys. This is about the sane nunber of cows that
| mlked 20 years ago. One of the reasons | have not
grown over the years has been due to ne being away from
the farm because of ny expansive involvenent in the

| eadership of our industry.

On the dairy marketing side, | was on the original
Board of DFA when it was forned back in 1998, and stil
serve today on its corporate Board of Directors. On the
policy side, | currently sit on the NWPF Board of
Directors, and on the advertising and pronotion side, |
have served on the Dairy Managenent, Inc. (DM ) Board of
Directors for about 25 years. Additionally, for the |ast
12, | have been honored to have served as Chairman of the
United Dairy Industry Association (UD A), the dues paying
and state and region side of dairy pronotion.

So | wear a lot of hats in our industry, but ny
testinmony today is personal, not fromone of the hats |
have worn or wear today, but fromne, fromnmny heart.

| would like nmy snmall dairy to stay viable for at
| east ny next two generations. | would |Iike for ny
grandsons, currently working on nmy farm to have the
opportunity to make a decent living and raise their
famlies the way ny parents and grandparents did. |
bel i eve the NWVPF proposal s provides the best chance!

The past few years there have probably been well

over 100 neetings of dairy producers to try to gain sone

part of nmany of those neetings.

consensus for a unified Federal Order plan. | have been a
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Dai rymen are generally conservative, independent
t hi nking people. It is usually hard for dairy producers
fromall across this country to cone to an agreenent on

just about any issue. But through the many neetings held

2023

by both the cooperative and the NMPF nenbershi p, producers

have unit ed!

The NMPF Board of Directors, representing all size

farms, fromall areas of the country, voted unani nously
for the proposal that has been submtted to this hearing,
and the 48 nenbers of the DFA Board of Directors
representing all size dairies fromall across the country
al so voted unani nousl y!

Now, | understand that Make Al |l owances are an
i mportant aspect in determ ning Federal O der C ass
Prices, and fromtine to tinme there is a regulatory need
to adjust them | ask that in doing so that the USDA
consider the inpact on dairy farmoperations' mlk prices,
and maybe, nore inportantly, the inpact on dairy farm
profitability.

The nore nodest changes proposed by NMPF, which
they have indicated will still lower farmmlk prices by
just a little bit about, all else equal, is a troubl esone
but acceptabl e change for ne. The significant changes
proposed by the International Dairy Foods Association and
t he Wsconsin Cheese Manufacturers Association woul d be
much nore detrinmental to my mlk price and | think should
be rejected.

My conmunity, Wndthorst, is a small, but
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thriving, community in North Central Texas, north of

Dall as, with about 500 residents. Wndthorst is |ike many
of the small towns across this country that nmake up the
backbone of Anerica, but the only industry in ny town, and
supporting its people, is the dairy industry!

| believe to keep a stable dairy industry that
will support ny small town, we need help from USDA with
t hi s order nodernization.

So, on behalf of ny small dairy and ny famly who
operate it, and ny community that | love, | ask you all to
support the NMPF proposal s that have been al ready
submtted at this hearing.

Now, | understand that for a fair hearing all
interests should be heard. But at the end of the day the
reconmended decision by USDA w Il be a producer program
voted on by producers only! | ask that you listen to the
producers and seriously consider the NMPF proposal s
submtted at this hearing. | really do think that these
proposals will give my small farma fighting chance goi ng
forward

So et me conclude, ny dairy, ny famly, and ny
community are asking for your hel p today.

Thank you, and | will be available for any
guesti ons.

BY MR PROMNT:
Q Thank you, M. Hoff. Just a couple quick
guestions that are being asked of all w tnesses.

A small business for a dairy farmer is defined as
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one that has $3.75 mllion in gross receipts on a farm
w de basi s.
Wul d you neet that definition?

A. |"mdefinitely under that anount.

Q All right. And then the other question that's
bei ng asked of all of our producers is whether or not they
use any sort of risk nanagenent tools.

Do you use any sort of risk nmanagenent tools on
your farnf

A Yeah. The risk nmanagenent that | currently use is
t he Congress-approved DMC, Dairy Margi n Coverage Program
and for ny size farmit has greatly hel ped, and the farns
that | represent here in Texas. | do have available at ny
fingertips through ny co-op all kind of risk nmanagenent
pl ans, but at the current tinme | am happy with what is
provi ded by the DMC program

Q Thank you, M. Hoff.

MR. PROMNT: M. Hoff is available for any
guesti ons.
THE COURT: Anyone ot her than AMS?

Yes.
CROSS- EXAM NATI ON
BY MR MJINCH:
Q H, Neil. M nane is Danny Munch. [|'mfrom

Aneri can Farm Bureau Federati on.
Any chance one of your other hats is a Texas Farm
Bur eau nenber ?

A. | am a Texas Farm Bureau nenber, proudly, for a
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nunber of years.

Q Well, that's great to hear. W appreciate that.

| s there any way you coul d maybe tal k about sone
of the specific disruptions your farmhas faced in the
past few years related to m |k markets and pricing
dynam cs?

A. Yeah. MW farm I|ike many small farns, we faced a
| ot of disruptions, not only fromthe markets and from
what happens out there that we really don't have a | ot of
control over, but even some things |ike weather and feed
prices and hauling and all of these things that years ago,
| guess were big issues, but it didn't seemlike it at the
tinme, but today all of a sudden are big ticket financial
i ssues. So that has caused sone trouble on the farm
But -- but other than that, through the prograns, ny co-op
has done a pretty job of taking care of those things for

me, and | rely heavily upon themto take care of nost of

the regulatory and the -- and the environnmental stuff that
| have to do -- have to -- have to | ook forward to.
MR. MUNCH: Thank you, Neil. That's all | had.

THE COURT: Anyone el se other than AMS?
Seeing no one, Ms. Tayl or.
CROSS- EXAM NATI ON
BY MS. TAYLOR
Q Good afternoon
A Hi .
Q Thank you for joining us virtually to testify

t oday.
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A Yes.

Q Just a couple questions from AMS, although soon
everyone is going to anticipate ny questions and | won't
have any questions. |I'mwaiting for that day.

Since you are a co-op producer, can you talk a
little bit about how the current Make Al |l owance |evels are
i npacting you -- are inpacting your cooperative since you

serve on the DFA board and you as a producer?

A. Yeah, | -- | testified this norning on the total
package. | hate to break down into individual deals, but
| do know that even small increase in Make All owances w |
negatively inpact -- inpact ny farm
| think the bigger picture for me is -- and | have

been told by dairy econom sts that the NVMPF total package,

when you ook at it all -- and | don't think it's fair to
break out individual parts of it -- when you |look at the
total package, it would still maybe have a small negative

i mpact on my mlk price going forward.

But if you |look at sone of the other proposals,
such as IDFA, this could inpact ny farmnegatively to
about $1.50 a hundredwei ght is what | have heard fromthe
econom st. $1.50 a hundredwei ght would in ny opinion just
about kill ny dairy, and the small dairies that I
represent, it would -- it would all but erase the small
dairy farns that are across ny part of the country.

So | know Make Al |l owances, | haven't gotten deep,
but we have staff, paid staff, that have gotten real deep

into that in this testinony. So at this time, if it is
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okay, | would rather not get real deep into that.
Q It sure is, and | don't blanme you, frankly so.

| did have a question, you nentioned hauling. How

far do you -- does your mlk have to go to find a hone?
A Yeah. | -- | testified that I was north of the

Dallas area. [1'm 130 mles north of the Dallas area.

That is our primary market. So it -- hauling is a |arge

part of ny expenses going forward. At our co-op |evel we
do have what we call farmto-market hauling that is
i ndividual to ny dairy based on size and how far I am from
the market. And then everything above that is spread |like
peanut butter and called inter-market hauling. So it
wor ks out pretty well, but it is still a large expense for
me woul d be the hauling, being 130 mles fromnmy primry
mar ket .

Q So if I want to resay what | think | heard was
you' re responsi ble for the paynent of your mlk to your
cl osest market, but if your mlk ends up needing to go
sonewhere el se, your co-op covers that piece?

A. Yeah. W as producers of the co-op cover that,
yeah. Yeah. That's -- you said that right.

Q Ckay. And -- and for the haul that you are

charged for, have you seen those costs increase or froma

co-op side have you seen, you know, the ability -- the
noney has to cone from sonewhere. |f your co-op is
bl endi ng that cost anongst all its nenbers, have you seen

t hose costs i ncrease?

A. Oh, wi thout a doubt costs have increased. Diese
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has gone up. The cost of equi pnment has gone up. And
wi t hout a doubt hauling has increased. Qur co-op does a
nice job of trying to keep it at the | owest |evel. But,
again, as you say, that noney has to cone from sonewhere,
and | think where that noney has to cone fromis the dairy
farmers. So -- so we do -- hauling is a nmajor expense,
and we do everything we can to try to -- try to keep it as
reasonabl e as we can. But without a doubt, it's gone up
over the past years.

M5. TAYLOR: Thank you. That's it from AMS.

THE W TNESS: Thanks.

MR. PROMNT: Your Honor, we just nove to enter
Exhi bit 207 into the record.

THE COURT: Seeing no objections, Exhibit 207,
this witness' statenent, is entered into the record of
t hi s proceedi ng.

(Thereafter, Exhibit Nunber 207 was received

i nto evidence.)

THE COURT: Thank you so nmuch, M. Hoff. |
appreciate you comng to talk to us.

THE WTNESS: Thank you, your Honor. | appreciate

M5. TAYLOR. Ckay. Next up we have Sietse

Tol | enaar, and apologies if | amnot saying that quite

correctly, but we will bring themon the screen.
THE COURT: There you go, sir. H . 1'm Channing
Strother. |I'mthe presiding judge over this proceeding,

and right now |I'mhere to swear you in. Please raise your
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ri ght hand.
SI ETSE TOLLENAAR
Being first duly sworn, was exam ned and
testified as foll ows:
THE COURT: Your wi tness.
DI RECT EXAM NATI ON
BY MS. CLI PPl NGER

2023

Q Good norning, M. Tollenaar. And | say norning --

A. Good nor ni ng.
Q -- because | know he's on the Pacific tinme right

Nnow.

Wul d you pl ease and state and spell your nane for

the record?

A. Sietse Tollenaar, S-I1-E-T-S-E, and the | ast nane

is T-OL-L-E-NA-A-R
Q Thank you.

And woul d you pl ease provide your business address

for the record?

A. 3355 Virginia Road, Weatland, WHE-A-T-L-A-N-D

California, 95692.
Q Thank you.

And | understand you have prepared a witten

statenment today. Has that been nmarked as DFA Exhibit 5?

A Yes.
MS. CLIPPINGER: | would ask that that be narked
as Exhibit -- 1 think it is 208 we're on?

THE COURT: Yes, that's what ny records indicate.

DFA-5 |Is marked for identification as 208.
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(Thereafter, Exhibit Nunber 208 was narked
for identification.)
M5. CLI PPINGER: Thank you very mnuch.
BY MS. CLI PPl NGER:
Q And then, M. Tollenaar, would you pl ease read
your statenent for the record?

A. | sure will. Thank you.

2023

My nanme is Sietse Tollenaar, and for over 28 years

it has been ny joy to be part of the dairy industry. 1In

1992, ny wwfe and | left nmy parents' dairy to work for the

Fred De Boer Dairy in Southern California. In 1995, we
started Tollcrest Dairy in Weatland, California, just
north of Sacranento.

| serve on the Western Area Council of Dairy
Farmers of Anerica, M|k Producers Council, California

Dai ry Research Foundation, Council on Dairy Cattle

Breedi ng Producer Advisory Comrittee and treasurer for our

chur ch board.

In June of this year, our youngest son and his

fam |y noved back to Wheatl and, and we are beginning the

process of bringing theminto owership. W are thrilled

to bring the second generation to our dairy farmi

| am convinced this is an exciting time for our
industry, filled with opportunity and possibility. By
adopti ng NMPF' s proposals, you ensure the conti nued
support and grow h of our nation’s dairy econony.

| appear today in support of the National Mk

Producers Federation proposals to:

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900

4160


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNNRRR R R R R R B
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15,
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

(1) Limt the Make Al l owance increase to their
proposed | evel s;

(2) Return the Cass | nover to the higher-of;

(3) Elimnate the barrel cheese price fromthe
calculation of the Class |IIl protein price;

(4) Increase and reqgularly update the skim

conponent tests used to determ ne Federal Order skimmlk

price;

(5 Inplenment their national Cass | differenti al

and price surface proposal.

This has been a trying and chal | engi ng year for

2023

Tollcrest Dairy. Since June of 2022, the Federal Order 51

Statistic Uniform MIk Price has declined by over $9 per

hundr edwei ght, which is conparable with the decline in our

m |k check. Qur costs of production have not gone down to

t he sanme degree. Feed costs, utility, labor, insurance,

equi prent mai nt enance, and ot her expenses have all greatly

i nflated since 2020.

My hope is the Secretary of Agriculture considers
the inpact on dairy farnmers' mlk checks and the need to
be profitable. The nore nodest Make Al | owance changes
proposed by NWVPF, which they have indicated will | ower
farmmlk prices by about $0.50 per hundredweight, is
still challenging, | believe, but doable.

In 2019, the dairy industry agreed to "experi nent
with a Cass | nover that utilized the average of the

Advanced Class Il and Cass IV skimmlk prices plus

$0. 74 per hundredwei ght instead of the higher-of. W were
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told this change was inportant to the Class | processing
industry to allow themto hedge their Cass | mlKk.

' mnot sure how that worked out for them but I
know our dairy's blend price has been | ower due to the
change. This experinent has failed for dairy farnmers, and
it would benefit farners to imediately fix the nover and
return the revenue to ny blend price on a nonthly basis.

| close by repeating ny support for the NWPF
proposals to elimnate barrel prices fromthe Cass Il
protein price fornmula and updating of the O ass |
differential and producer price surface. Qhers from DFA
W Il be speaking nore directly to these issues. Thank you
for allowing nme to testify today on these issues that are
very inportant to ny famly and the future success of our
dai ry business. Thank you.

Q Thank you.

MS. CLIPPINGER. And with that, | woul d nake
M. Tol |l enaar avail able for cross.

THE COURT: Any questions?

CROSS- EXAM NATI ON
BY MR MJINCH:
Q Hello there. M nane is Danny Munch. ['mwth
t he American Farm Bureau Federati on.

| s there any chance that you are a California Farm

Bur eau nenber ?
A | sure am
Q Thank you for that.

| was just curious. A lot of this discussionis
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about buffering against disorderly marketing conditions.
What woul d you consider disorderly marketing in your
oper ati on?

A We are certainly blessed with -- |I'mpart of the
Western Area Council of DFA, and we just have a trenendous
staff that is -- is remarkable. And -- and di sruptions,
of course, in every business you are going to have that.
But it just -- being part of our co-op, they have
certainly just been trenmendous in that regard.

And one of the things | -- | love too is that ny
vendors are ny teammtes, and so whenever we have -- we
have gone through so nmuch disorder with all the COVID
t hings and those type of things, they just -- the amazing
teammat es that we have and the amazi ng vendors that we
work with, each and every one of them went above and
beyond what was necessary to -- to have us continue to
nove on. And so we're just certainly bl essed.

MR. MUNCH: Thank you.

THE COURT: Anyone el se other than AMS?

ANBS.

CRCSS- EXAM NATI ON
BY M5, TAYLOR

Q Wel |, good norning there.

A Good nor ni ng.

Q This is Erin --

A Or good afternoon.

Q | have lost all sense of tinme at this point, so

| "' mnot sure, just generally.
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This is Erin Taylor from AMS.
|"mnot sure if | read in your statenent, your
operati on, how many cows do you m | k?

A W mik alittle over 2,000.

Q Ckay. And I'mnot sure if you heard our questions
of earlier virtual wtnesses today of the small business
definition and whether your farmwould neet that?

A. No, it would not.

Q It would not.

And then anot her question is do you utilize any

ri sk managenent tool s?

A. Yes, we do.
Q Coul d you el aborate on what you do use?
A DMC.
Q Just DMC, not DRP or anythi ng?
A Yes.
Q Ckay. Thank you
About how far does your mlk goto find a plant?
A. W -- we have two plants that are -- nost of
our -- our mlk all goes to Cass I, and so one of themis

60 mles away and the other one is 75 mles.

Q Ckay. And for those hauls in recent years, have
you seen those costs increase?

A. Yes, they have. Just -- yeah, everything has gone
up, just fromtires to fuel, of course, and -- just in
California, we have sone uni que chal |l enges because we --
trucks that get sold in -- are no longer allowed in

California get sent to other states. W have to
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of -- you know, these trucks have to just be updated
constantly, and so that -- that nakes the equi pnent cost
trenmendous -- trenendous equi pnent costs. And so, yeah,
it has gone up trenendously.

Q And if you would be willing to speak a little bit
about -- and | know you spoke well of your DFA staff out
there and their ability to nmarket your mlk and etcetera.
And | just wonder if you could speak a little bit about
maybe over the past few years how you have seen kind of
what' s happened to your mlk check. | know you tal ked
specifically about one nonth this year. But there's been
di scussions at the hearing about the inpact of
Make Al l owances and how that is inpacting co-op producers
specifically and differently from i ndependent shi ppers.
And | just wondered if you mght speak a little bit about
how t hat stuff has inpacted you, and since you are on a
DFA board out there, maybe there's -- you know, you're
kind of aware of how that's inpacted the co-op.

A So if I"'mhearing you, there's like five different
guestions wthin your question. So could you nake it a
little bit nore specific?

Q You know, ny kids tell nme the sane thing sonetines
when | ask them questi ons.

| guess -- you know, well, I'mnot sure how-- |I'm
sure you've had better things to do than listen to this
heari ng over the past few weeks. But what we have been

hearing --
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A. No. This has been entertaining.

Q That's good to hear

Well, what we have heard is that different pieces
of the formulas, not just Make Al |l owances, need to be
changed, and the -- and one of the reasons that we need to
reformthings is because there -- it's inpacting --
vari ous pieces are inpacting producer checks, whether
that's | ow Make Al |l owances, whether that's the new C ass |
skimformula we use that got changed in 2018, you know,
all of those things.

And there's been discussion about how that is
I npacti ng cooperative producers, and al so how that inpacts
di rect ship producers, so non-co-op nenbers, and how there
m ght be differences in the inpacts.

And so | wondered if you could speak to how
perhaps that's inpacting you as a cooperative producer,
and perhaps, you know, since you are on the DFA board out
there, you know, |I'm sure you all have had those
di scussions in your neetings about how this is inpacting
t he co-op.

A Yeah. Well, ultimtely, we -- we -- as a
director, one of the things that we're challenged with is
recomrendati ons cone to the board through staff or through
different things, and we discuss those things, but it is
al wvays with the producer -- the -- you know, we represent
t he producers.

So, yes, when we -- when we are |ooking at

different things, the question is always asked, what is
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that going to cost, the producers that we represent. And
so -- and | just -- again, | assure that we have an
amazing staff, and we are incredi bly blessed that they
truly understand where we cone fromand that's -- that's
why | just -- |I'mexcited about supporting, you know, this

NMPF proposal because DFA has been a big part of that.

Yeah, | hope that answers your question. | just
with -- with all the nuts and bolts and the intinate
details, I'"'mnot the nost qualified to do that, but we

have people that are paid a ot nore than | amthat
understand this a |ot better.
Q Well, | think from USDA's perspective as a

producer you are very qualified to talk about how it
i npacted you, and | do appreciate you testifying about
t hat today.

M5. TAYLOR: So thank you so nuch.

THE WTNESS: Thank you

THE COURT: Done? Ckay.

M5. CLIPPINGER At this point we would nove that
Exhibit 208 be admtted into the record.

THE COURT: Any objections?

Seei ng none, this wtness' statenent |abel ed 208
is admtted into this record.

(Thereafter, Exhibit Nunber 208 was received

i nto evidence.)

THE COURT: Thank you, sir. You may stand down
fromthe virtual stand. W appreciate you bei ng here.

THE WTNESS: Thank you so nuch.
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M5. TAYLOR: Ckay. | think next on the list is
St ephani e Al exandr e.

M5. VULIN. H, M. Al exandre, can you hear us?

THE WTNESS: Yes, | can. Good norning.

M5. VULIN. Good norning. This is Ashley Vulin
with the M1k Innovation G oup.

THE WTNESS: Good norning. Thank you for having

M5. VULIN.  And, your Honor, would you like to
swear in the witness, and then we can mark the exhibit?

THE COURT: Yes. Thank you.

Ms. Al exandre, |'m Channing Strother, the
presiding judge here, and |I'mgoing to swear you in right
now. Please raise your right hand.

STEPHANI E ALEXANDRE,

Being first duly sworn, was exam ned and

testified as foll ows:

THE COURT: Your wi tness.

DI RECT EXAM NATI ON

BY MS. VULIN:

Q Good afternoon Ms. Al exandre. | know you are not
a MG nenber, but this is Ashley, and |'mhere to help get
you started.

A Hi , Ashl ey.

Q H. So first, could you state and spell your nane
for the record, please?

A. St ephani e Al exandre, S-T-E-P-H A-N-1-E,
A-L-E-X-A-N-D-R-E.
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Q And coul d you give us your business address for
the record, please?

A. 8371 Lower Lake Road, Crescent City, California,
95531.

Q And do you have your statenent in front of you?

A | do.
Q And it's marked at the top Al exandre-DF, correct?
A Col | ect.
M5. VULIN. And I'd ask that be narked
Exhi bit 209.

THE COURT: Yes. So nmarked.

(Thereafter, Exhibit Nunber 209 was narked

for identification.)

BY MS. VULIN:

Q Ms. Al exandre, would you like to read your
statenment for us, please?

A Yes. And --

Q And just a quick rem nder to go nice and sl ow for
the court reporter.

A Ckay.

Thank you for providing nme the opportunity to
testify today via Zoom The past few weeks have been
exceptionally busy due to forest fires in our area. W
were out of power for nine days last nonth and then we had
sketchy power using individual grids in our community for
weeks. | was very happy when power was fully restored
earlier this week.

| grewup in the dairy farm ng valley of Chino,
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California. M parents had 900 cows in the 1980s, and |
was out with the calves and cows as soon as | could wal k,
just loved it. | went to Cal Poly San Luis Obispo and
earned a BS in ag business with a mnor in dairy science.
| met ny husband, Bl ake Al exandre, at Cal Poly in 1984.
Li ke ne, Blake is a fourth generation dairy farnmer, and
we' ve raised five kids on the dairy farm

The fifth generation has followed in our
footsteps, earning ag degrees at Cal Poly and bringing
their know edge back to our famly farm Since 2005, they
have al so operated Al exandre Kid's Eggs, a successful
past ur ed- based organi c egg busi ness that uses the sane
regenerative organic practices as our dairy operations.

Qur famly, with our four adult children, along
wi th a dedi cated nanagenent team is involved in the
day-to-day activities of the farm Everyone brings
different, bright passions for agriculture. This proud
grandma i s hopeful that the sixth generation chooses
organi ¢ agriculture, too.

|'ve served on the California Certified Organic
Farmers (CCOF) Board of Directors as a Del Norte County
4-H Club Leader, and |I'm a passionate nutrient-dense food
ent husi ast .

In 1998, we started Al exandre Fam |ly's Bucket Calf
programas a way for our kids to have their friends cone
to the dairy and | earn about agricultural life and show a
calf at the county fair. This sumer was our 25th year

with over 120 kids adopting a calf fromour farm
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We're strong proponents of sustainable organic
farm ng practices. In 2001, we were anong the first
dairies in California to becone certified organic.
Environnental stewardship and nutritional education are
central to our managenent strategy. Together our famly
operates five grass-based organic dairies in Del Norte and
Hunbol dt County, with 4500 crossbred mlk cows on 5800
acres of irrigated pasture. W also have 2,000 acres of
organi ¢ hay cropland in Mddoc County.

We sell our organic mlk to: Rum ano Cheese,
Hunbol dt Creanery, Organic West M1k, and our own
Al exandre Fam|ly Farm Creanery. Qur famly's gross
revenue is over $3.75 million, the Small Business
Adm nistration threshold for small dairy farns.

Al nost 20 years ago, in our quest to better
understand the nutrient density of mlk from
grass-pastured cows, we | earned about beta casein in mlk
and its effect on human digestion. W have been breeding
for 100% A2 beta casein protein genetics ever since. And
we now have a | arge herd of strictly A2 organic cows.

In 2016, we purchased the assets of a snal
creanery in San Leandro to bottle our mlk and nmake
yogurt. W started with four enployees, and we're pl eased
that we're now up to 27 enpl oyees at the creanery. Qur
Al exandre Fam |y Farm branded m | ks and yogurts are
distributed nationally. The creanery operation is under
the Smal | Busi ness Adm nistration enpl oyee threshold for

smal | dairy processors.
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For the past seven years our famly has subsidized
t he devel opnent of our Al exandre Fam |y Farm consuner
brand fromour well-established and profitable dairy
operations. W started our brand to bring health to our
farm enpl oyees, and our rural comunity. W strive to
educate consunmers and, nost inportantly, bring people back
to dairy for their health and the health of the earth.

Besi des bei ng passi onate about nutrient-dense
foods in nmy kitchen, I'mthe controller for the Al exandre
Fam |y businesses, and ny primary role in the business is
heading up all financial maters. Before starting the
creanery, like many dairy farnmers, we didn't know nuch
about the federal m |k orders.

Today our son Joseph Al exandre handl es FVMMO
matters for the famly and our creanery. |It's been a
trenendous | earning experience for ne, him and Bl ake. W
struggl e to understand how organic dairy farnms and
processors fit into the FMMO system So far this year,
we've paid over a quarter of a mllion dollars into the
pool. W don't see any benefit fromthis for either the
farmng or the creanery operations. Those pool
obligations are resources that |eave our business and
[imt our ability to invest and grow.

In sinple terms, the pool obligation effectively
i ncreases the cost of organic mlk for our creanery.
Because the pool does not affect organic mail box prices,
its inclusion of organic mlk producers is not necessary.

As | understand it, a FMMO benefit for a creamery
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bottling mlk is access to farmm | k supply and bal anci ng
the supply to finished goods manufactured. Qur consuner
products are certified organic plus 100% A2. W can't use
conventional pool mlk at our creanmery. The benefit of a
m | k supply supported by the pooling fornmula is not valid
when there are no organic raw mlk prices tied to pool
pricing. Oganic raw m |k producer prices are independent
of the pool and are primarily long-termcontracts with
organi ¢ processors and cooperatives. The FMMO system does
not bal ance for us because of the extrenme |oss of selling
organic mlk into the conventional market.

| am concerned that sone of the proposal s under
consi deration at the FMMO hearing woul d increase the poo
obligations for operations |like the A exandre Fam |y Farns
creanery. The majority of our consumer business is
dedicated to organic Cass | fluid mlKk.

Organic dairy farm ng requires significant ongoing
i nvestnents and i nnovative nethods, for exanple, to
i nprove soil and animal health. These investnents are
directly conpeting with pool paynents to the FMMO. As
organic farnmers we should not be asked to fund a system
t hat does not support our organic farm ng operations. The
central question of how organic dairy fits in the FMVO
system needs to be addressed at this hearing.

| understand USDA is here to decide FMVO pri ci ng,
and | do not believe organic mlk belongs in the FVMO
pricing system Blake and |, along with 174 organic dairy

farmers, signed a letter urging inclusion of proposed
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organi c exenption in the hearing proceedings. USDA' s
response and rejection is insufficient and we believe in
error. | urge USDA and Judge Strother to reconsider that
deci si on, pl ease.

| think it makes sense for the dairy industry to
be nore market-centered and encourage the devel opnent of
new products. Dairy products and specifically organic
dairy conpanies |ike ours have so nuch to offer consuners.
| love mlIk and dairy and hope for a future where real
dairy fills ny neighbors' fridges. Cow s mlk provides
amazing nutrition, and |I'd |ike nore people to choose that
over plant-juice.

The pasture-based, natural grazing |ifestyles our
cows enjoy hel ps satisfy people's concern about ethical
treatment of the animals that give themfood. W are
conpletely transparent on our farm and we invite everyone
to cone visit us and our cows and see where their mlk
conmes from Today we have hundreds of grateful customners
who have found our A2 organic products and have shared
their joy with us that they can drink dairy again.

But in order to be able to continue to thrive and
provi de our great products to consuners, we need to be
rel eased fromthe FMMO system so we can focus on producing
great m |k and dairy products.

Thank you for the opportunity to testify.

Q Thank you, Ms. Al exandre.
M5. VULIN. The question witness is available for

guesti oni ng.
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MR MUNCH: Hi, Stephanie. M nane is Danny
Munch. I'mwth the American Farm Bureau Federation. |
just wanted to make a comment. W just wanted to thank
you and your famly for your active involvenent in
California Farm Bureau, and just we know how nuch tine and
effort it takes to be an advocate and get involved in the
process, so we just wanted to thank you guys for that.

THE WTNESS: Thanks. You know we're very active
wi th our son, the president of our county, and nmy husband
is a past board Director and part of nmany conmtt ees.

MR. MUNCH: We appreciate that. Thank you for
bei ng here today.

THE W TNESS: Thank you

THE COURT: Questions from anyone el se ot her than
AMB?

Seei ng none, Ms. Tayl or.

CROSS- EXAM NATI ON
BY MS. TAYLOR
Q Good norning, M. Al exandre.
A Good nor ni ng.

Q Thank you for joining us today. | want to give a
personal thank you for your bucket calf program | nyself
got into agriculture because | | eased Jersey heifers to

show in 4-H That was ny first ininto ag. So on behalf
of all the other kids that you have | eased a calf to say
t hank you.

A. Thank you. It brings us nore joy than you can

ever inmagine. W do it for our own personal reasons, the
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joy of doing it.

Q Just a coupl e questions on your operation

On the farmside, you sell your mlk to yourself
and then three other plants. Do these plants all produce
organi ¢ product?

A. Yes, they do.

Q Ckay. And then on your creamery side, do you buy
any other farmmlk or just bottle your own mlk?

A. We just bottle our own mlKk.

Q Ckay. And do you know how nuch of your mlk --
should -- I'"mgoing out of order, and | apol ogize -- on
your farm side, how nuch of your mlk is sold --
eventual ly sold as organi c product?

A Pretty nmuch 100%

Q Ckay. And you have already answered sone of ny
guestions in your statenent.

And | -- | think I know the answer to the other
guestion, but I'll ask. On the risk nanagenent side of
t hings, do you use utilize any risk managenent tools to
hel p you?

A We greatly appreciate the Dairy Margin Coverage,
but we do not do any insurance or other risk managenent.

Q Ckay. Thank you

A. Ckay.

Q And then you ship your mlk to those ot her
plants -- well, ny first question is, is your creanery
| ocated pretty close to your farnf

A. It is not. It's about a seven-hour drive from our
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farm
Q Seven hours. Ckay.

Vwell, for that haul -- | would call that
definitely a haul -- can you tal k about how your hauling
costs may or may not have increased over the past few
years?

A. Yeah. | -- they have definitely increased, as
ot her farners have tal ked about. Fuel prices, being based
in California, we actually own ten of our own trucks,
al ong haul trucks or California hauls, and had to buy new
because of the diesel regulations and al so | abor costs
have increased considerably in California. So, yes,
tremendous cost increase recently.

Q Okay. And your mlk that goes to those other
enpl oyee plants, how long is that haul for you?

A They are pretty close other than one of our
custonmers, Organic Wst MIk, that's nore of a haul -- a
| onger haul as well. But the other two, Rum ano Cheese
and Hunbol dt Creanery, are in your conmunities.

Q Ckay.

M5. TAYLOR That's it from AMS. Thank you so
much.

THE W TNESS: Thank you

M5. VULIN:  Your Honor, I'd nove for the adm ssion
of Exhi bit 209.

THE COURT: (bjections?

Seei ng none, Exhibit 209, this witness' statenent,

is entered into the formal record of this proceeding.
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(Thereafter, Exhibit Nunber 209 was received
i nto evidence.)
THE COURT: Thank you, Ms. Al exandre.
Real | y appreciate you testifying for us today.
THE WTNESS: Thank you.
THE COURT: You may stand down fromthe virtua
Wi t ness box.
M5. TAYLOR:  Your Honor, we have four producers
remaining. |'mwondering if this is a good tine for a
br eak.
THE COURT:  Yes.
M5. TAYLOR: Ckay. And so we will -- to those
producers still on Zoomlistening, we'll start back -- how

| ong woul d you like --

THE COURT: We'Ill start back at 1:50. Let's just

take ten m nutes.

M5. TAYLOR: We'll start back at 1:50. And the
first producer up will be Nicole Barlass. Thank you.

THE COURT: Of the record.

(Wher eupon, a break was taken.)

THE COURT: Let's cone to order.

Who is next?

M5. TAYLOR:  Your Honor, our first witness after

the break is N col e Barl ass.

THE COURT: Hello. M nane is Channing Strother.

|"mthe presiding judge in this matter, and ny job nowis

to swear you in. Please raise your right hand.
111
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NI COLE BARLASS,

Being first duly sworn, was exam ned and

testified as foll ows:

THE COURT: Your witness. O sonebody's w tness.

M5. TAYLOR I'Il take it.

Good norning -- or afternoon -- Wsconsin, so it
is afternoon for you.

Can you state and spell your nanme for the record?

THE WTNESS: Sure. M nane is Nicole,
NI-COL-E the last nane Barlass, B-A-RL-A-S-S

M5. TAYLOR: And can you give a business address
for the record?

THE WTNESS: Sure. 2763 Manitowoc Road, Suite B
and that's G een Bay, Wsconsin, 54311.

M5. TAYLOR: And you have an exhibit. | believe
it is online | abeled Edge-7; is that correct?

THE WTNESS: That's correct.

M5. TAYLOR G eat.

Your Honor, if we could hold Exhibit Nunmber 210
for her exhibit?

THE COURT: Yes. Edge-7, when we get it, wll be
mar ked for identification as 210.

(Thereafter, Exhibit Nunmber 210 was narked

for identification.)

M5. TAYLOR. Ms. Barlass, if you' d go ahead and

2023

read your statenment in the record, and try to renenber, we

have a court reporter here, so go a little bit slower.

Thank you.
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THE W TNESS: Ckay. Perfect. Thank you.

My nane is N cole Barlass from Dusty Lane Farns,
LLC, in Sheboygan Falls, Wsconsin. W -- ny famly and |
mlk 130 cows and farm about 1600 acres, raising corn,
soybean, wheat, and hay. W enploy four part-tine
enpl oyees in addition to our four famly nenbers, on our
farm and support other nunerous other area businesses.

Qur famly also owns and operates a trucking
busi ness that works with several |ocal cooperatives and
conpani es to haul feed, bedding, mnerals, and
non-agricul tural products across the U S.

Qur mlk is shipped to a | ocal cheese nmanufacturer
where it is nade into soft white cheeses |ike provol one.
Qur famly does qualify under the definition of a snal
busi ness of $3.75 nillion in annual revenue.

In addition to ny roles in the famly businesses,
"' ma nmenber of many organizations, including the Dairy
Busi ness Associ ati on, Edge Dairy Farner Cooperative, and
Sheboygan County Farm Bureau. | currently serve as the
presi dent of our Wsconsin State Fair Dairy Pronotion
Board. | also sit on the county Farm Bureau' s educati on
and pronotion conmttee, and | ead sponsorship for our
Sheboygan County Fairest of the Fair program

| have been a national finalist in the Farm Bureau
Di scussi on Meet contest back in nmy younger years, and in
the Excellence in Agriculture award. | also served as
Wsconsin's 59th Alice in Dairyland. | was a Wsconsin

State FFA officer, and al so spent several years teaching
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agriculture as an agricultural educator.

Qutside of agriculture, | coach softball. For
many years, | worked full-time positions off the farmin
bot h ago education and for several dairy groups here in
W sconsi n.

Here at hone, we run a very |ean hands-on
operation froma | abor standpoint frommlking cows to
harvesting grain. | believe this strategy and our
di versification have kept our farmviable for all of these
years.

But as we | ook to the future, we know that our
farm si ze and nmanagenent will dictate the need to explore
ot her options, such as robotic mlking systens due to
| abor Iimtations. |If we do not, we may, unfortunately,
reach a point where we sell the cows and focus solely on
cash crops and the trucking busi ness.

For us, risk managenent is an inportant part of
how nodern dairy farns operate as m |k prices and costs
can fluctuate up and dowmn. One of the biggest hurdles
producer price risk managenent has seen over the last few
years has been nore frequent negative PPDs, or Producer
Price Differentials.

Proposals 16 and 17 submitted by Edge Dairy Farmer
Cooperative aimto |limt producer price risk exposure by
el i m nati ng advanced pricing, one of the nost popul ar
causes of negative PPDs.

| would like to finish today by thanking the USDA
for this opportunity to testify at the hearing today
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virtually. As | stated, we are a very hands-on farm so

taking tine away to testify in person is not always

feasible. It is refreshing to have an increased enphasis

on the farmers' voice in this hearing. Thank you again.
THE COURT: Thank you for being here.

Any questions for this wi tness other than AVS?

M. Minch.
CROSS- EXAM NATI ON
BY MR, MJINCH:
Q H, Ncole. M nane is Danny Munch. |I'mwth the
American Farm Bureau Federation. | just wanted to thank

you for your involvenent in Farm Bureau.

And | was curious, Edge co-op's Proposal
Nunber 17, which woul d renove advanced pricing, is
identical to Anerican Farm Bureau Federation's
Proposal 18. The only difference is theirs includes a
switch back to the higher-of.

Were there any ot her AFBF proposal s or Farm Bureau
proposal s that you were able to revi ew?

A. Not that | have, Danny, no.
Q Ckay. No worri es.

And is there any -- when you | ook back at the past
few years and you think about disruptive market
conditions, what specifically did you see on your farnf

A. Yeah. | nean, definitely the | ast few years have

been rough froma mlk pricing standpoint, obviously, why

we're here today. You know, | nean, the negative PPDs
have inpacted our farmdrastically. You know, | just
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t hi nk having -- having an idea of what kind of pricing
we're going to face and how that can change so
drastically, it nmakes it very challenging to run and
operate our farnms, you know, not know ng what's going to
be comng in. So -- so | would say, you know, obviously
mlk pricing, again, why we're all here, has been probably
t he bi ggest hurdle our farm has been faced with,

Q And with that, would you -- would you characterize
depool i ng and negative PPDs as a form of disorderly
mar ket i ng?

A Yes.

MR. MUNCH: Thank you.

THE COURT: Anyone el se? Oher than AMS?

Ms. Tayl or.

CROSS- EXAM NATI ON
BY M5, TAYLOR

Q Thanks again for joining us today. | just have a
few questions for you.

Your statenent says you support the Edge
Proposals 16 and 17, but | don't think it -- oh, it does
say you're an Edge Dairy Farnmer co-op nenber. | just
want ed to doubl e-check that that was clear

A. Yep, we are. Yeah.

Q Ckay. And then you tal ked about the inpact of
negati ve PPDs on risk managenent.

Could you talk a little bit about if your farm
utilizes risk managenent tools and what those are?

A. Yeah. So like many on the call earlier today --
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or that testified so far, we do use DMC as our prinmary
ri sk managenent tool at this tinme, but have had internal
di scussi ons about, you know, other options. | think

that's really what allows our farns to be viable right

NOW.

Q Ckay. But right now you only use DMC?

A DMC, vyes.

Q Have you used others in the past?

A. No, primarily DMC

Q Ckay. Thank you

And your mlk goes to a cheese plant; is that

correct?

A Correct. Yes.

Q And how long is the haul to that plant?

A. Yeah. So ours is actually very close. | would
say it's 15 to 20 mles.

Q Ckay. You do have a short haul, but I'll ask the
sane questions |'ve asked others. Have you seen the cost
of that haul increase over recent years?

A. Yeah. So, again, contrary to others, we're
extrenely fortunate that our private cheese plant actually
does cover hauling charges. But | know just in talking to
ot her Edge nenbers, | nean, it has been crazy how nuch
haul i ng charges have increased for people. | think we
have seen between 40 to $0.70 per hundredwei ght, with sone
smal | farns evening seeing $1 to $2 per hundredwei ght
i ncrease. So, you know, froma small farm standpoint,

that can really nmake a difference between stay in business
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and not.

M5. TAYLOR. Thank you. | think that's all the
guesti ons from AMNS.

THE COURT: Okay. So the exhibit wll be noved
into evidence when we have hard copies of it, next week
sonetine, and thank you very nmuch for comng to us
virtually today. You are excused --

THE W TNESS: Thank you for having ne.

THE COURT: You are excused fromthe virtual
stand. Thanks agai n.

Next w tness.

M5. TAYLOR: Yep. Next on the list is Christina

Zui derveen. And | hope I'msaying that correctly.

| believe for those here in the roomand watchi ng

her statenment is Edge-10 on the website.
There you are.
THE COURT: Hi, I'mJudge Strother. | preside

2023

over this proceeding, and ny job right nowis to swear you

in. So if you would kindly raise your right hand.
CHRI STI NA ZUlI DERVEEN

Being first duly sworn, was exam ned and

testified as fol |l ows:

THE COURT: Your witness.

M5. TAYLOR: Good norning -- or good afternoon,
shoul d say. Can you state and spell your nane for the
record?

THE WTNESS: Christina, CGHRI-ST-1-NA,

Zui derveen, Z-U-1-D-E-R-V-E-E-N
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M5. TAYLOR: And can you give us a business
addr ess?

THE W TNESS: 2763 Manitowoc Road, Suite B, G een
Bay, Wsconsin, 54311

M5. TAYLOR: Thank you. And | believe you
submtted a statenent electronically that's nmarked
Edge-10; is that correct?

THE WTNESS: That's correct.

M5. TAYLOR: So if we could hold the next Exhibit
Nunber 211 --

THE COURT:  Yes.

M5. TAYLOR: -- for that statenent.

THE COURT: Exhibit Edge-10 will be marked
Exhi bit 211.

(Thereafter, Exhibit Nunber 211 was narked

for identification.)

M5. TAYLOR: Thank you, your Honor.

Al right. If you would lIike to read your
statement into the record.

THE W TNESS: Sure.

My nane is Christina Zuiderveen. Two years ago
today, | sat before the Senate ag subcommittee to give ny
testinmony calling for changes to the m Ik pricing fornmula.
| "' m happy to see the legislative process working and to
continue ny efforts to create a |level playing field for
dairynmen in the Central Plains and across the country.

| have previously served on the Central Plains

Dai ry Expo board and currently serve on the lowa State

r TALTY COURT REPORTERS, INC. 4186
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Dai ry Associ ation board, as well as the Edge Dairy Farner
Cooperative Conmittee on Political Affairs. Through these
organi zations, | have actively advocated for dairynen on
both the state and federal |evels.

| am a managi ng partner at Black Soil Dairy in
Nor t hwest | owa and Dakota Pl ains and Mount Hope Dairies in
Sout heast South Dakota. Across these three |ocations, we
m |k 15,000 cows and enpl oy approximately 100 people. M
husband and | and our three children live in lowa and work
closely with my brother and his famly, who [ive in South
Dakot a.

The growth of dairy in the 1-29 corridor has been
fueled by anple | and avail able to provide feed for our
livestock, as well as states that have given agricultura
busi nesses fair environnmental and regulatory policies.
These conditions nade us want to start our businesses
here, but the supportive comrunities are a great place to
raise our famly and are what keep us in the Central
Pl ai ns.

We use both owned and rented | and to grow corn,
beans, and alfalfa, as well as a bit of cover cropping to
provide forage for our cattle. Qur South Dakota |ocation
has an operating digester while we are still in the
construction phase in | owa.

In the | ast few years, we have begun to inprove
t he genetics of our cattle through an enbryo programthat
we are developing with reproductive specialists within the

i ndustry. W have continually increased the net nerit and
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cheese nerit of our cattle and inproved our mlk
conponents through this technol ogy.

We are nenbers of Edge, the third largest mlk
cooperative in the US by total mlk volune. Al three
farmlocations are within Federal Order 32 and ship to a
privately owned cheese processor; therefore, our mlKk
check is primarily based on Class Il pricing.

When | testified two years ago, ny famly in
M chi gan, whose m | k check is based on a blend of markets,
including dass IV, struggled with low mlIk prices due to
gover nnent food prograns, depooling, and PPDs. Since
then, the markets have flipped with negative PPDs
affecting Cass Ill and positive PPDs within Cass |V
mar kets, finally evening out into relatively equal prices
for both markets today. These significant differences and
mar ket volatilities are one of the reasons we are pushing
for changes to the mlk pricing fornula.

Wth these things in mnd, | support Edge's
Proposals 16 and 17, which will aid in updating the mlk
price formula to reflect the current product mx as well
as creating a nore predictable pricing structure for all
cl asses and orders. A nore predictable pricing structure
is inportant so dairynen can effectively manage their risk
t hrough hedgi ng and progranms |i ke DRP

| woul d consider DRP one of the best tools the
gover nnent has given dairynen to nmanage their risk.

Before DRP, we would sell futures to guarantee our incone,

but we had to tenper this decision with the chance that
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the mlk price would continue to rise. DRP allows us to
protect income for up to 15 nonths w thout m ssing out on
t he upsi de.

Anot her positive of the DRP programis that it is
fair to all sizes, as there are no programcaps. Wth the
size of our farm we neet the DMC production caps in |ess
than a week, and there is not enough liquidity in the
mar ket to purchase options to cover all our mlk at one
time. Having the ability to estimte our |onger-term
i nconme hel ps us nmake better decisions on our farmtoday so
that we can reach our growth goals in the future. Any
| apse in the coverage through this programcould
negatively affect us and many ot her farns.

My husband and | can both trace our roots to dairy
farmers in the Netherlands who immgrated to the United
St at es because of religious freedomand the prom se of
greater opportunities for thenselves and their famli es.
Wth the help of DRP and updates to the m Ik price
forrmula, | hope that our dairy can continue to the next
generation and beyond.

Thank you for again giving ne the opportunity to
take part in this process as we work together as an
industry to continue creating safe and nutritious products
to feed the worl d.

THE COURT: Questions for this w tness?

CRCSS- EXAM NATI ON
BY MR- MJUNCH
Q H, Christina. M nane is Danny Munch. ['mwth
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Ameri can Farm Bureau Federati on.
| s there any chance you are a Farm Bureau nenber?

A W are not.

Q No problem Wen you think about -- you nentioned
negative PPDs. Wbuld you consider that and any ot her
dynam cs di sorderly marketi ng?

A. Yeah. As a producer, | don't necessarily have any
i nfl uence on the marketing decisions that our processors
make, so it is hard to define exactly what disorderly
marketing is. However, we do see these differences in the
farm gate prices between us and our nei ghbors, and we are
acutely aware of the results of these actions.

MR. MUNCH: Thank you.
THE COURT: Anyone el se other than AMS?
AMS.
CROSS- EXAM NATI ON
BY MS. TAYLOR

Q This is Erin Taylor with AMS. Thank you for
testifying virtually today.

A Uh- huh.

Q You nentioned you had three farnms in | owa and
Sout h Dakot a.

A Correct.

Q Wul d any of those farns be considered a snal
busi ness by the Smal|l Business definition | provided
earlier and you m ght have heard?

A. Wiile we don't qualify as a Small Business by

i ncome, we are very nmuch a famly farm

TALTY COURT REPORTERS, INC. 4190

taltys.com - 408.244.1900

Sept enber 15, 2023


http://www.taltys.com

© 00 N o o A~ W DN P

N NN N NN NNDNDNRR R R R PR R B R
© N o O W NP O © 0N O 00 BN~ WDN R O

TRANSCRI PT OF PROCEEDI NGS Sept enber 15, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

Q Ckay. And I'musing this opportunity during this
hearing to | earn new things, and so you said sonething
that | didn't know what it neans.

What is net nerit in cheese nerit?

A The net nerit and cheese nerit are scores that
t hey gi ve based on the genetics of a cow and their
potential to produce offspring. The cheese nerit is
specifically for Jersey cattle, | believe, and it focuses
on the -- how nuch creamthey woul d produce and the
conponents. So it is a way to rate your cattle
genetically with an enbryo program

Q Ckay. So it looks |ike DRP is your primary risk
managenent tool that you use; is that correct?

A. That's correct. W do keep an eye on the futures
mar ket, but DRP has been in the -- since that has been
around, that has been our primary risk managenent tool.

Q And your statenent says you |like to | ook for
protection for up to 15 nonths out, and |I"mcurious if you
would -- if you m ght expand on how nuch of your
production do you |l ook to | ock in?

A It really depends on the opportunities that are
out there. W do | ook about 15 nonths out. Wat we have
typically purchased based on our needs is about a year
out. But we're not against opportunities further than
that. And |I would say we hedge 50 to 100% of our mlk
dependi ng on what those options are.

Q Thanks.

You do tal k about on page 1 -- you tal k about your
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famly's Mchigan farm So that's not your |owa and your
Sout h Dakota farns?

A. That's correct. | grew up part of ny life in
M chi gan, and ny husband is also from M chi gan, and we
still have famly that dairies there. M husband and |
noved out to lowa a little over ten years ago, and ny
brot her has since joined us about an hour away in South
Dakot a.

Q Ckay. And so you talk about your famly's
experi ence on negative PPDs. But can you tal k about your
speci fic experience on your farns?

A. Sure. So that was sort of in reference to ny
testinony before this subcomnmttee two years ago. | used
that as an exanple. At that tinme, we here in |lowa and
Sout h Dakota were -- we were getting a great mlk price,
partially due to the governnent food prograns from COVI D
purchasing a | ot of cheese, which is the narket that we
are shi pping to.

In Mchigan, ny famlies were experiencing

extrenely | arge PPDs because they do not -- they are not
based primarily on that Cass Il market.

Q Ckay.

A. And now we are seeing sone of those PPDs, although

not as extrenme as two years ago for either of us, but we
are seeing the negatives, and the mlk price in M chigan
IS better.

Q Ckay. And can you talk a little bit about how

your mlk check is determned. |Is your mlk pool -- you
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say it goes to cheese. Do you know if your mlk is pooled
or not pool ed?

A. Qur mlk will be pooled at the discretion of our
processors. That's not a decision | get to nake.

Q Right. But do you know if it is pooled or not?

A. | don't know what this nonth's pooling nunbers
are, but they have been known to depool at their
di scretion.

Q Ckay. And for the cheese plant you ship your mlk
for, howlong is that haul ?

A. So they have -- they own three processing plants.
The cl osest one is 30 mles, and the majority of our mlk
goes there. A few years ago before they had upped the
capacity there, and on occasi on now when equi pnent is
down, the other two plants are about 180 m | es away.

Q Ckay. And over the past few years have you seen
your hauling costs increase at all?

A Yes.

Q And you pay for those hauls; is that right? |
know we have had a producer that's testified that their
proprietary plant pays for that. Wich is it in your
case?

A. So it's kind of a mx. W get a hauling subsidy,
whi ch does not fully cover the cost, but it does cover
sonme of our hauling costs. But the -- | would say the
percentage that they have covered in the |ast few years
has gone down.

Q Ckay. Thank you. You answered ny next question
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before | asked it.

M5. TAYLOR: | think that's it from AMS. Thank
you so nuch

THE WTNESS: Yes, thank you.

THE COURT: Anything el se?

W'll -- we've marked Exhibit 211. And | think |

| ost sonme data just now And we'll hold that for
adm ssion until we have hard copi es next week.
Thank you very much. Appreciate you com ng out
virtually. You may stand down.
M5. TAYLOR: Thank you. Your Honor, the next
W tness is Brian Hemann.
THE COURT: Hi, M. Hemann. Can you hear ne?
THE WTNESS: Hi.

Sept enber 15,

2023

THE COURT: My nane Channing Strother, and I'mthe

presiding judge at this hearing. Wen you are settled in,

if you could raise your right hand, 1'Il swear you in.
BRI AN HEMANN,
Being first duly sworn, was exam ned and
testified as foll ows:
THE COURT: Your wi tness.
DI RECT EXAM NATI ON
BY MR PROMNT:

Q Good afternoon, sir. Bradley Prowant on behal f of

Nati onal M IKk.
Coul d you pl ease state and spell your nanme and
provi de a busi ness address?
A. Yes. M nane is Brian, B-R1-A-N, Henann,
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HE-MANN M address is 813 8th Street, Suite 300,
Wchita Falls, Texas, 76301.

Q M. Hemann, did you prepare a witten testinony
| abel ed Exhibit LSMP-3?

A Yes, | did.

MR. PROMANT: Your Honor, if we could please mark
that as Exhibit 212.

THE COURT: So mar ked.

(Thereafter, Exhibit Nunmber 212 was narked

for identification.)

BY MR PROMANT:

Q M. Hemann, could you pl ease read your statenent
for us?

A Yes.

Ladi es and gentlenen, ny nanme is Brian Hemann, a
lifelong dairy farmer from Kansas. | operate four farns
i n Sout hwestern Kansas and the Okl ahoma Panhandle. | am
president of the Board of Directors of Lone Star MIKk
Producers, Inc. Lone Star is a nenber of the National
M1 k Producers Federation (NMPF). Today, | cone before
you representing Lone Star M|k Producers, and both Lone
Star and | fully support National MIk Producers
Federati on Proposal Nunmber 13.

The proposal ains to address the critical issue
surroundi ng the evolution of the current Cass | nover.
As an organi zation deeply invested in the dairy industry,
we have witnessed firsthand the detrinmental effects of the

current Class | nover on our cooperative and the dairy
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farmers we represent. It is inperative that we bring
attention to this matter and advocate for a swft
resol ution.

Federal Order Reformintroduced a new C ass |
nover based on the higher-of the Advanced Class II1l or
Cass IVskimmlk prices to accurately reflect mlk val ue
and ensure equity anong dairy farnmers. It ainmed to
prevent shifts in demand fromlowering Cass | prices and
reducing volatility.

However, the 2018 Agriculture |Inprovenent Act
changed the fornmula to the average of the Advanced
Class Ill and Cass IV skimmlk prices plus a fixed $0. 74
per hundredwei ght differential, leading to Cass | revenue
| osses when the spread between the advanced prices exceeds
$1. 48 per hundr edwei ght.

My farmrisk managenent strategy is built on the
ability to forecast Federal Order Blend Prices and bl end
price changes. The current fornula disrupts blend price
forecasting due to the significant increase in the
i nci dence of depooling and hinders ny effective hedgi ng
agai nst the blend price, causing instability and financi al
vul nerability for ny dairy farns. Oher Lone Star nenbers
al so have experienced the sanme hedging difficulties and we
all have felt the inpact of lower Class | prices in our
mont hly m | k checks.

In light of the adverse consequences that have
energed fromthe current Cass | nover fornula, it is of

ut nost i nportance that we take immediate action to rectify
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the situation. The inplications of the existing formula,

with its inherent flaws and uni ntended consequences, have
had a profound and detrinental inpact on dairy farners and
the stability of the industry as a whole.

Therefore, | and Lone Star M Ik Producers
whol eheartedly support the proposal put forth by Nationa
M| k Producers Federation to return to the origina
Cass | nover, which is the higher-of Cass Ill and
Class IVskimmlk fornmula, as initially adopted in
Federal Order Reform The reasons that justified this
decision when it was first inplenented remain valid in
contenporary dairy markets and will continue to hold
rel evance novi ng forward.

In conclusion, | urge the Secretary to adopt
Proposal Nunmber 13. By reinstating the higher-of fornmula,
we can accurately reflect the value of different mlk
categories, reduce volatility in blend prices, and address
di sorderly nmarketing conditions that inpact ny own farns.
The return to the highest nover fornula will allow ne to
execute the risk managenent strategies that suit ny farm
operations. This anmendnent will also restore conpetitive
equity anong dairy farners and regul ated handl ers while
ensuring a fair and stable pricing systemas a necessary
tool to effectively hedge agai nst market fluctuations and
manage their price risk.

Thank you for the opportunity to present this
testi nony, and | whol eheartedly support adopting Proposal

Nunber 13 for the betternment of our dairy industry and the
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hardwor ki ng individuals it represents. Thank you.

Q Thank you, M. Hemann. Just a few questions for
you here.

A Uh- huh.

Q Your testinony spoke about Proposal 13.

Do you support all of National MIk's proposal s?

A. Yes, | do.

Q Ckay. And then ny other questions you can
probabl y foresee.

You nentioned that you operate four farns. Do any
of those neet the small business definition --

A. No, they do not. W are all famly farns, but
they don't nmeet the definition as descri bed.

Q Okay. And then you nentioned risk managenent
t hroughout your statenent. Could you just el aborate on
whi ch ri sk managenent strategies you utilize?

A. So currently we, basically, use DRP, and then we
use sone options strategy agai nst that.

Bef ore DRP was avail abl e we were using both
futures and option callers. But just to our statenent,
when we had -- through COVID and we've increased these
spreads, what was happening is we -- let's just say we
have used a Class Ill futures strategy that in all
pur poses woul d have guaranteed us a certain price, but

when there was depooling taking place, we nmay have hedged

on the Cass IIl market, and then our blend price didn't
even include a Cass |Ill because it was depool ed from
the -- fromthat. So currently, nost of our hedging is
TALTY COURT REPORTERS, INC. 4198
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DRP.
Q Al right. Thank you, M. Hemann
MR. PROMNT: The witness is available for
guesti ons.
CRCSS- EXAM NATI ON
BY MR MJUNCH:
Q H, Brian. M name is Danny Munch with the
Ameri can Farm Bureau Federati on.
Are you by any chance a Farm Bureau nenber ?
A No, we are not right now.
Q Over the past few years can you tal k about sone of
the mar ket disruptions specific to your farm or your
nei ghbors' farnms and how that inpacted you?
A. Like | said earlier, really the increased
i nci dence of depooling, which -- which like | stated was
affected by the change in the Cass | because it allowed
t hose differences to occur, basically made it -- made our
ri sk managenent nuch harder because we didn't -- we could
be anywhere fromO0%to 50% 60% say, Cass Ill or
Class |V depending on -- on the differences.

And so by -- by changing the Cass | formula,
whi ch hopefully then would Iimt the anount of tine

depooli ng takes place, we could actually increase our

ability to use other market tools besides DRP as well for

hedgi ng.
Q Wul d you agree that mnim zing i ncentives to
depool is a good thing?

A. Yes. | would totally agree.
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Q Because Anerican Farm Bureau is also strongly in
support of NWVPF Proposal Nunber 13, so we thank you for
t hat .
MR. MUNCH: Thank you.
THE W TNESS:  Uh- huh.
THE COURT: M. Rosenbaum
CROSS- EXAM NATI ON
BY MR ROSENBAUM
Q This is Steve Rosenbaum for the Internationa
Dai ry Foods Associ ati on.
Did you utilize a conbination of Class IIl and
Class |V futures to hedge the risks regarding the O ass |
nmover during the tinme period starting in 2018 when the
Class | nmover became the average of those two plus $0. 747
A. Yes. We would do -- we originally -- that was our
first foray into that, and so our initial interpretation
that it would nake it easy to do 50% and 50% But because
of depooling and then, you know, as we all know went
t hrough COVID where there was -- there was uni nt ended
consequences due to the governnent intervention, it turned
out that you could have 50% of your m |k hedged on a
mar ket that -- that did not collect fromthat Cass IIIl or
Class -- since the Cdass Ill market. | nean, it's --
| uckily our banks didn't do it, but if they ever | ooked
intoit, we actually were -- had hedges on that weren't a
hedge, so it turned into a specul ative position.
Q And that's because of the depooling you are

descri bing or --
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A. Yes, sir.
Q Ckay. And -- okay.

And who do --
A. Basically nore to calculate if you are going to
have a class -- how nmuch -- what percent of your mlk is
Cass Ill and Cass | V.

Q Al right. And who -- who are you selling to?
Was it --

A. We market our mlk through the Lone Star M1k
Cooperati ve.

Q And who were -- | nean, were they the -- were they
t he handl er who was deci di ng whether to pool or depool ?

A No.

Q Ckay.

A It was our custoners.

Q Ckay. And were they -- were they co-ops
t hensel ves or --

A No. Different -- different -- different Cass II]

plants and stuff. And so we even -- even within the
Federal Orders, so -- as you know, so within the Federal
Order system if a Cass IIl plant or a Cass |V plant

deci de to depool, that's no |onger the pooling price, so
it changes our pool price.

Q Ckay. Al right. But were you protecting the --
and to the extent you were trying to protect the C ass |
conponents, you were effectively doing that, and it was
t he depooling that was hitting you; is that what was going

on?
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A. Yes. | -- | nmean our total | guess would just
depend on our blend price. So by effect, it changes the
per cent age of whether class -- of what Cass IIl and
Cass IVwas in there. So the Cass | conponent allows a
greater different- -- or nore incentive, possibly, to
depool, or the higher-of that's not.

Q Right. GCkay. Wre you involved in the
deci si on-maki ng by National MIk to support the change
from higher-of to the average?

A | was not directly involved. Qur co-op was
i nvolved in that.

Q Ckay.

MR. ROSENBAUM That's all | have. Thank you.
THE WTNESS: Thank you.
THE COURT: Anyone el se?
AMS.
CROSS- EXAM NATI ON
BY MS. TAYLOR

Q Good afternoon. Thank you for joining us to
testify virtually today.

A Thank you.

Q | know you are a nenber of Lone Star. Do you
know -- but | think | just picked up that your m |k goes
to a proprietary plant?

A No. It goes to the -- it goes wherever Lone Star
directs it. Certain tines it can but --

Q Ckay. Do you know where your mlk typically goes?

A. Sonmetines it goes to the Class | market.
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Sonetines it goes to our -- our Class IV or powder plant
in Texas. And sonetines it goes to a Cass Ill plant in
Kansas, and then various other places.

Q Okay. Thank you

And so what woul d you say your average haul is to
get your mlk to one of those plants, or a range --

A. Dependi ng on -- oh, excuse ne.

Well, actually, sone days it can be just as few as
12 mles, and sonetines it can be up to 500 mles. So we
service different plants, and that is just based on
| ogi stics of where mlk needs to go.

Q And have you seen your cost of hauling that mlk
i ncrease over the past few years?

A. Yes. That has affected our pay price, especially
servicing the Class | plants, because if we service plants
that are further away, that has exponentially increased
over the | ast few years.

Q And is the Cass | plant your m |k goes to one of
t hose further away | ocations?

A Yes.

Q Ckay. And | had simlar questions to
M . Rosenbaum on the -- on page 2 tal ki ng about how
depooling i npacts your risk managenent strategy, and |
just want to nake sure |I'mclear.

So you could forecast better when it was the
hi gher-of , because there was | ess depooling; is that
accur at e?

A. Yes. And -- and so by that point, if you are
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getting the higher-of, if you hedge -- if you hedged say
Class Ill, you know you are at |east going to coll ect
Class Ill equivalent or better. So if Cass |V becones
t he higher-of, you are going to get a better pay price, so
it is not going to negatively affect your -- your net
difference on -- with your hedges i ncl uded.
Q Ckay. Ckay.
A. O depooling -- so | guess to better explain, just
for sinplicity, let's just say you were 33%-- 33%
Cass Ill, 33%Cass IV, and 33% Class |. Wwell, if --
if -- if all the dass IlIl in that market is depool ed,
then all the sudden you have -- your blend price changes
drastically and there is very little Class IIl that is
part of your fornula, except where that, say, 15 to 16%
that would be tied to the current Cass | formnula.
Q Ckay.
M5. TAYLOR. | think that's all the questions from

AMS.  Thank you very much
THE W TNESS: Thank you

of Exhibit 212.
THE COURT: Any objections?

(Thereafter, Exhibit Nunmber 212 was received

i nto evidence.)

us virtually today.
THE WTNESS: Thank you

MR. PROMANT: Your Honor, we'd npbve for adm ssion

Exhibit 212 is nade a part of this hearing record.

THE COURT: Thank you, sir. Thank you for joining
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M5. TAYLOR: Okay. It looks |ike the |ast
producer we have for today is Paul Cornette. And we'll
bring Paul to the virtual stage.

M. Cornette, you can hear us?

THE WTNESS: | can. Thanks.

M5. TAYLOR. We can hear you

Your Honor.

THE COURT: |'m Channing Strother. 1|'mthe
presiding judge at this proceeding. |'mhere right nowto
swear you in. So if you would kindly raise your right
hand.

PAUL CORNETTE,

Being first duly sworn, was exam ned and

testified as foll ows:

THE COURT: Your wi tness.

M5. TAYLOR: Good afternoon. Could you spell --
say and spell your name for the record?

THE WTNESS: Yeah. M nane is Paul, P-A-UL
Cornette, GORNET-T-E

M5. TAYLOR: Thank you. And can you give us a
busi ness address?

THE W TNESS: 2763 Manitowoc Road, Suite B, G een
Bay, W sconsin, 54311

M5. TAYLOR: Thank you.

And have you prepared a statenent marked as
Edge- 8?

THE W TNESS: Yes, | have.

M5. TAYLOR. So, your Honor, if we could have that
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next exhibit nunber held for him | think that would be
213.

THE COURT: Yes. Edge-8 will be marked for
identification as 213.

(Thereafter, Exhibit Nunmber 213 was marked

for identification.)

M5. TAYLOR: Thank you.

And, M. Cornette, if you would Iike to go ahead
and gi ve your statenent.

THE WTNESS: 1|1'd like to thank everyone for this
opportunity today, especially the virtual conponent. It
iIs nice to participate and be able to get ny work done
t oday.

| apol ogi ze in advance for any possi bl e background
noi se. There's farm ng going on over ny |eft shoul der,
and throughout the |ast two hours there have been sone
cows who have wanted to have their voices heard today too,
so we'l|l see what happens with them

My nane is Paul Cornette. My brother and | co-own
and operate Cornette Dairy in Luxenburg, Wsconsin. Qur
dad bought the current farmstead in 1972, nmeking us the
second generation here. However, we still operate both
sets of grandparents' farnsteads, and through that
connection we are operating sone |and that has been in our
famly since the |ate 1800s. And we're very proud of
t hat .

We currently mlk about 425 cows with six Lely

Robots. |In 2017, we built a new freestall barn and
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retrofitted an ol der freestall and made the switch to 100%
free-fl ow autononous m |l king. W raise our replacenents
frombirth until about four nonths, after which they go to
a heifer-raising farm also here in Eastern Wsconsin, and
they return about two nonths before calving. Al said, we
rai se about 500 head here on site.

We farmjust under 1,000 acres, raising alfalfa,
corn, wnter wheat, and soybeans. Mst years this
provi des enough feed, forages, and enough -- all of our
own shell corn rather. W run our farmwth just two
full-tinme enployees and four retired part-tiners who help
us wth harvesti ng.

We are strong supporters of the | ocal econony and
partner with many | ocal businesses, including feed mlls,
nutritionists, equipnent deal ers, veterinarians and
others. And we ship our mlk to a privatel y-owned cheese
plant just 11 mles fromour farm where it is nade into
awar d-w nni ng nozzarella and provol one cheese.

Qur farmalso firmy believes in practicing
sustai nability through innovative practices and
technol ogy. We utilize cover cropping, no-till planting,
strip tillage, nitrogen fertilizers, stabilizers, and
nor e.

|"ve got the privilege of serving on the board of
nmy | ocal farnmer-|ed watershed conservati on group,
Peninsula Pride Farns. And |I'mthe vice president of
Farnmers for Sustainable Food, a non-profit organization

created to unite, inspire and enpower farner-|ed
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conservati on groups across the Upper M dwest.

For the hearing record, our farmwould have
qualified in 2022 under the small business definition of
$3.75 million in annual revenue.

| use DMC and DRP as price protection tools. On a
farmny size, the 5-mllion-pound tier in DMCis very
hel pful. The high coverage level there is able to cover
about 40% of our production for a relatively good val ue.
And 1'd consider that to be the cornerstone of ny hedgi ng
strategy.

| then add on to the coverage using DRP when a
consultant and | feel the timng and the value m ght be
good in that market. | think the two prograns conpl enent
each other quite well, at least for sort of a nediumsize
farmlike we are.

To truly protect a dairy farm's revenue, the tine,
in nmy opinion, to enroll in these progranms is usually six
to 12 nonths out. That nmkes consistency in the
i npl enment ati on and fundi ng of these prograns critical to
avoid costly lapses in coverage, m ssed buying
opportunities, or sinply poor purchases that wi nd up being
wast ed noney. Any changes nmade to the Federal Order
program | think, nust consider the inpacts on risk
managenent options for farners.

| also want to testify today in support of
Proposal s 16 and 17, submtted by Edge Dairy Farnmer Co-op,
that further enhance a farner's ability to effectively

manage price risk. Negative PPDs adversely affect the
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farmers' ability to effectively hedge price risk. Edge's
Proposal Nunmber 16, which inplenents the Class Il Plus
pricing nechanismfor the Class | skimmlk price
calculation, allows us to use the dairy industry's nost
traded commodity to set pricing. Edge advocates for this
because cheese is the active market in the United States.
In closing, I'd like to thank USDA and AMS for
provi ding these opportunities for farnmers to share our
voi ces throughout this hearing, and, again, the added
flexibility to provide virtual testinony really saves us
time and noney and preserves our ability to speak up on
I ssues that are inportant to us.
Thank you again, and | am avail able for ny
guesti ons.
THE COURT: Any questions other than AMS for this
W t ness?
CROSS- EXAM NATI ON
BY MR MJUNCH
Q Good afternoon, Paul. M nanme is Danny Munch with
t he American Farm Bureau Federati on.
| s there any chance you are a Farm Bureau nenber?
A. Yeah, our farnmis a Farm Bureau nenber.
Q Wel |, thank you for that.
You tal ked about depooling and negative PPDs.
Wul d you consider those forns of disorderly marketing in
your opi ni on?
A Yes. Negative PPDs are the real wld card, and

they are hard to account for when you are trying to
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predict -- or protect the dowside in the mlk markets, no
doubt .
Q Thank you.
And AFBF' s proposal is alnost identical to Edge's
proposal to renove advanced pricing, SO we appreciate your

support of that. Thank you.

MR MJUNCH: | also just wanted to put on the
record, | forgot to ask Steve Pierson if he was a Farm
Bureau nenber, and he is. So thank you. |If you are still

listening, of Oregon Farm Bureau.

But thank you.

THE COURT: Any ot her questions for non- AMS
representatives?

Seei ng none, Ms. Tayl or.

CROSS- EXAM NATI ON
BY M5, TAYLOR

Q Thanks for joining us today to testify virtually.
Appreci ate you taking the tine.

A You' re wel cone.

Q You' re supporting 16 and 17, and both of those,
they look at -- one is the Cass IIl plus pricing nodel,
and one's returning to the higher-of nodel.

Do you have a preference as it relates to -- since
your testinony talks a bit about your ability to use risk
managenent tools, which one would be easier for you?

A Well, | don't have a real intricate working
knowl edge of 16 and 17. My -- ny understandi ng, at | east

of the overview of those proposals, is that 16 is a little
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nore straightforward and easy to understand. And for
t hose reasons, | would pick 16.
Q It seens |ike a good reason. Thank you

And the witness before you tal ked a bit about, it
was sonet hing that was kind of a new aspect | think that
hadn't been di scussed yet about how depooling inpacts
their ability to hedge.

Do you have a simlar sentinment on that piece?

A. Indirectly, yes. | nean, the -- de- -- like a |ot
of other wi tnesses have said today, depooling is sort of
out of our control as farnmers. But when it w nds up
resulting in a PPD, it's -- a negative PPD, | should say,
we just can't account for that in the hedging strategy, at
| east not using DRP. It is -- yeah. It's -- it just --
it comes in at the last mnute, and if it's -- if it's
negative, what you thought may have been an $18 floor, is
only 17 or 17.50, and in a circunstance |ike that, that

can nmake all the difference.

Q Uh-huh. Considering farmmargins are so small as
it is.

A Yes.

Q Yeah.

A. Especially with rising inflation, yeah.

Q | don't know if you indicated. Were does your

mlk go now?

A To the Agropur plant. It's a cheese plant nearby
i n Luxenburg.
Q So then you have a pretty short haul ?
TALTY COURT REPORTERS, INC. 4211
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A. 11 m | es.

Q The shortest haul today, by |I think a mle.

A. 11 -- oh, yeah, yeah. | understand you. Yeah.

Q Even with that short of a haul -- do you pay for
the haul, or is that subsidized through your buyer?

A W are on a stop charge systemfromthe dairy
plant, so it's not a -- it's not a true cost of trucking,

but we do get a charge. That charge went up about a year

ago, maybe it was, and it was -- it was a substanti al
i ncrease above what it was before. But we're fortunate

that trucking is not a back breaker for us.

M5. TAYLOR: That's it today from AMS. Thank you

very much
THE COURT: Anyone el se have any questions?
Ckay. Wth that, we have reserved Exhibit
Nunmber 213 for Edge-8, and we'll mark it and nove it for

introduction into the record when we have hard copi es.

2023

Thank you so nmuch, M. Cornette. | appreciate you

comng in here virtually, and we're all grateful to hear
from you.

THE WTNESS: Thank you.

THE COURT: (Good day, sir.

THE W TNESS: Good day.

M5. TAYLOR:  Your Honor, if we could -- | think
that's it for today. W don't have any farners |eft

online to testify, and | don't think there's anyone | eft

in the room But | would like to talk alittle bit about

who we have on Monday.
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THE COURT: Should we go off the record for that?

M5. TAYLOR. | think it's pretty well set, so we
can stay on the record.

THE COURT: Okay. Go ahead and spell it out for
us.

M5. TAYLOR: |'msure soneone wll tell me if I'm
i ncorrect.

So on Monday we' |l have M ke Brown from | DFA.

And then we will nove on to the other set of
proposals on yields that's being offered by Select. They
have a number of witnesses, and | amnot sure the order of
those, but I"'msure we'll nove into those.

| have the nanmes: Chris Allen, Harnoni Canpbell,
Cheslie Stehouwer, Steve Cooper, and Dr. Farkye, | think
And | profusely apol ogize for m spronounci ng anyone's
nanes. Those are the Sel ect wtnesses, so |I'mnot sure
the order of those. | do believe all their statenents are
online for people to read over the weekend.

W will have M. Miunch from Anerican Farm Bureau
returning on Tuesday to testify, so we will get himon the
stand on Tuesday, so we need to all be flexible to allow
himto do that. He'll be com ng back.

As for M. Urhoefer, who is our one Wsconsin
Cheese Maker witness that was unable to testify this week,
he will be returning to testify on Septenber 26th, so he
will not be here next week. He'll be here the follow ng
week on the 26th, and he would like to testify in the

norning, so if we could all just, if appropriately, allow
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that to happen.

And we al so have two USDA exhibits that still need
to get on the record. | don't think we'll have a w tness
here that will be able to put those on next week, but
we'll do it the follow ng week, just to keep everybody up
to date.

And that is all | have.

THE COURT: Very well. Just -- I'mwiting things
down. Do you happen to have those exhibit nunbers.

M5. TAYLOR: | do not. | do not. |'msorry.

THE COURT: No need.

M5. TAYLOR: And next week, we are not -- we are

neeti ng Monday, Tuesday, and Wednesday. There will be no
hearing on Thursday and Friday. And we will not have
dairy farnmer virtual testinony next week. So we will go

Monday to Wednesday, full days.

THE COURT: Very well. Anything else? Anyone?

Ckay. Seeing none, with that, we're adjourned.
W'l | see everyone on Monday at 8:00 a.m Have a great
weekend.

(Wher eupon, the proceedi ngs were concl uded.)

---000- - -
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STATE OF CALI FORNIA )
SS
COUNTY OF FRESNO )

I, MYRA A PISH, Certified Shorthand Reporter, do
hereby certify that the foregoi ng pages conprise a full,
true and correct transcript of my shorthand notes, and a
full, true and correct statenent of the proceedi ngs held

at the tinme and pl ace heretofore stated.

DATED: Cct ober 14, 2023

FRESNO, CALI FORNI A

MYRA A. Pl SH, RPR CSR
Certificate No. 11613
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