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TUESDAY, NOVEMBER 28, 2023 - - MORNI NG SESSI ON
THE COURT: Let's go back on record.
W' re back on record. It is 2023, Novenber 28th,
approxi mately 8:00 in the norning.
| don't think there are any prelimnary matters,
but if there are, let ne know now.
No. Al right.
The witness who was on the stand yesterday may
take his seat at the witness chair.
M. Brinker, would you again state and spell your
name?
THE WTNESS: Joe Brinker, J-OE B-RI-NK-ER
THE COURT: You renai n sworn.
And, M. English, you nmay resune your
Cross-exam nati on.
MR ENGLI SH: Thank you, Your Honor.
JCE BRI NKER,
Havi ng been previously sworn, was exam ned
and testified as foll ows:
( CONTI NUED) CROSS- EXAM NATI ON
BY MR ENG.I SH:
Q Chip English for the M1k Innovation G oup.
Good norning, M. Brinker.
A. Good nor ni ng.
Q | do want to nostly start where | left off, but |
want to digress just for one nonent.
In the intervening tinme since | ast you were on the

stand | ast night, have you | earned anythi ng nore about the

TALTY COURT REPORTERS, INC. 8361
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Uni versity of Wsconsin nodel ?
A No.

2023

Q Did you |l ook at Exhibits 300 or 301, which are the

bi g spreadsheets?
A | did not.

Q | s there anything, before we get started, that you

would like to revise fromyesterday's testinony?

A. There is not.

Q Ckay. So we have earlier in this proceeding taken

official notice of some docunents from USDA with respect
to mlk production, disposition, and incone.

(Court Reporter clarification.)

MR. ENGLISH: M1k production, disposition, and

i ncone.

And, Your Honor, | would like to -- he obviously
doesn't have copies with him | assunme. | brought extras
for himto |look at. These are the -- not |ike yesterday,

because yesterday M. Hoeger had | ooked at a different

time period, but this is the original set for the 2000

summary issued in April 2001, and the 2022 sunmary i ssued

in April 2023, and they have already been taken official
notice of, and people may or may not still have copies
with them
But may | approach the w tness, Your Honor?
THE COURT: You may.
BY MR ENG.I SH:
Q So, M. Brinker, these docunents are official

publications of the United States Departnent of

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900
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Agriculture, and they provide information with respect to
m | k production, both the total quantity and the percent
that is fluid grade or Grade A

So | would like to start. And just for clarity, |
have provi ded only one page of each. In the case of 2000,
it's page 9, and in the case of 2022, it's page 11. But
it's basically the sane information, although the
formatting is sonewhat different. And they use
abbreviations for the states in 2000 and the state nanes
in 2022.

But let's start with Mssouri for a nonent, which
is about the mddle of the page, "MJ' under 2000. And
woul d you confirmwith nme that the total quantity of mlKk
produced in Mssouri at that tine was -- these are in
mllion pounds -- 2,229 mllion pounds.

Can you confirmthat, please?

A Yes.

Q And that 95% was Grade A, correct?
A Correct.

Q So now let's | ook at 2022.

And the state of Mssouri nowis 922 mllion

pounds, correct?

A Correct.

Q Wi ch is down over 1.3, so 1,300 mllion pounds in
2002, correct?

A Correct.

Q Very significant drop, correct?

A Yes.

TALTY COURT REPORTERS, INC. 8363
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Q
A.

Q

Ckay. And it's at 97% Grade A, correct?
That is correct.

Ckay. So now let's |ook at Nebraska, two |ines

down, on 2000.

> O >

Q
million
A.

Q
A
Q

Kansas.

1,508 m

pounds,

O >» O > O

That nunber shows 1,239 mllion pounds, correct?
Yes.

And 96% Grade A, correct?

Yes.

And if we |ook at 2022, it's gone up sone to 1,410
pounds, correct?

That is correct.

And 100% Grade A, correct?

Yes.

So now let's go back up the page and | ook at

So Kansas, or KS in 2000, is listed at
[1ion pounds, correct?

Yes.

At 99% Grade A, correct?

Yes.

And on -- in 2022, Kansas is now 4,130 mllion
correct?

Correct.

And 100% Grade A, correct?

Yes.

So M ssouri is down significantly, correct?
Correct.

Nebraska is up a little bit, correct?

TALTY COURT REPORTERS, INC. 8364
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A

Q
A.

4,1307

Yes.

And Kansas is nore than tripled, correct?
Correct.

THE COURT: More than tripled?

MR, ENGLI SH: More than tripl ed.

THE COURT: Did you say the second nunber was

MR. ENGLI SH:  Yes.
THE COURT: Whuldn't it have to be --
MR ENGLISH I'msorry, not quite tripled.

You're right, Your Honor.

correct

THE COURT: kay.

MR, ENGLI SH: Late-ni ght nath.

Alittle less than tripled, two and a half tines,
that. Correct?

THE W TNESS:  Yes.

MR. ENGLI SH: Thank you, Your Honor.

THE W TNESS:. Roughly.

MR, ENGLI SH: Thank you. Roughly.

BY MR ENGLI SH:

Q

Do you know where that Kansas growth is

concentrat ed?

A.
| woul d
Q
A.
Q
W chit a,

2023

| don't know exactly where it's at, but | would --

guess that it's Western Kansas.
Near Wchita?
No.

Sone of it near Wchita, sone of it just south of

in Gay County?

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900
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A. Not that |'m aware of.

2023

Q So Wchita is in Sedgw ck County; is that correct?

A | don't know that for a fact.

Q Do you know if the growth in Kansas is in G ay
County and Kearney County?

A | don't know that for a fact.

Q Nonet hel ess, there is significant growh of mlKk
production in Kansas, correct?

A In the state, correct.

MR. ENGLI SH:  Your Honor, | would |ike to have a

docunent marked which was -- it doesn't have any | abel on

it because it cones fromCentral Order statistics, but we

submtted it this norning to USDA as M G 53.

THE COURT: Al right. | believe our next nunber

is 357. Yes, it is, Exhibit 357.

(Thereafter, Exhibit Nunmber 357 was marked

for identification.)

THE COURT: And let's go off record while those
exhibits are -- proposed exhibits are distributed.

Of the record.

(An off-the-record discussion took place.)

THE COURT: Let's go back on record.

W' re back on record at 8:10.

M. English.

MR, ENGLI SH: Thank you. Of the record we have
mar ked a docunent | abeled Central O der States as M G 53,
and this exhibit, Your Honor, I'msorry, | was --

THE COURT: 357.

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900
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MR ENGLI SH:  357.

2023

And we had a conversation off the record with Erin

Tayl or of USDA confirm ng for those who did not hear that,
or for the purpose of the record, that the website wl|
not reorder them but MG53 will be listed, and then
there will be a docunent provided by USDA that w ||

link -- that shows that's Exhibit 357.

Your Honor, this is an official publication from
the Central Order States. You can find it on the website.
"1l provide the cite later.

BY MR ENG.I SH:

Q But, if | may, M. Brinker, have you seen
docunents |ike this before from USDA?

A. | have.

Q Okay. So in looking at this docunent, and goi ng
back now as far as 2000, which confirns the data we j ust
saw from NASS, the m |k production increases, would you
agree, are in Colorado, |Iowa, Kansas, and South Dakot a,

and a little bit Nebraska?

A Yes.

Q And Illinois and M ssouri and Okl ahoma are down,
correct?

A That is correct.

Q So what is the specific reason why National M1k
Producers Federation proposes that Wchita goes up $0.90
over the nodel ?

THE COURT: Over what?
MR. ENGLI SH: The nodel results.

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900
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THE COURT: The nodel. Thank you.

THE WTNESS: Again -- again, the nodel was the
basel i ne, the background, and then National MIk | ooked at
the price alignnent between markets, and did our best to
mai ntai n those current alignnments.

BY MR ENG.I SH:

Q Is price alignment nore inportant than mlk
producti on and popul ati on centers?

A. | don't -- I'mnot sure what your -- what your
guestion is.

Q So -- so what principles should USDA apply in
establishing Class | differentials? And |I'masking, is
the preference for price alignnent or is it a recognition
of where the mlk is produced, where it is processed, and
where it is sold?

A. | -- 1 don't know that any of those are in the
nodel as far as the population centers and where the mlk
is sold.

Q | f the nodel does take into account where mlk is
produced, where it is processed, and where it is sold,

woul dn't that be relevant to your consideration?

A Yes. And | believe the nodel does | ook at where
it is -- it is produced and bottled, if you wll.
Q So you tal k about -- why is price alignnent

rel evant to your consideration?
A Well, | would say that the price alignnent is --
you know, we're -- the market currently has established

mar ket al i gnments, price alignnments that appears to be

TALTY COURT REPORTERS, INC. 8368
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working, if you wll, for lack of a better term and so
what ever those relationships are, there was an effort to
mai ntain the simlar relationships.

Q What's the point of updating the C ass

2023

differentials fromdata from25 years ago if at the end of

the day the current alignnents are going to prevail over
what the nodel results are?
A. | don't understand the question.

Q Coul d you repeat it back?

THE COURT: It was brilliant. I"'m-- 1 don't want

her to repeat it back. Ask again even if it's not exactly

t he sane.
MR. ENGLISH: Al right.
BY MR ENG.I SH:
Q What is the point of updating C ass
differentials after 25 years, using new data about where

m | k production is, where the mlk's produced, where it

S

processed, and where it needs to be sold, if at the end of

the day existing price alignnents are going to govern over

what the nodel results are?

A Vell, I -- 1 would not characterize it existing

al i gnments govern over that. That's just one part of the

consi derati ons that were made.

Q So other than price alignnment, why are you

proposi ng that Wchita goes up $0.90 over the nodel versus

Kansas City going zero over the nodel ?

A Agai n, that woul d be one of the considerations on

price -- price alignnent.

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900
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Q What are the other considerations?

A Vel l, the other considerations were -- would be
di stance fromthe market, from-- the raw m |k distance
fromthe market

Q And woul dn't the docunents we just | ooked at
suggest that with ml|k production down in Illinois and
M ssouri, and up significantly in Kansas, that mlk

production is closer to Wchita than it is to Kansas GCty?

A | don't know that to be the fact.

Q Do you have any evidence to provide to the
contrary?

A. | do not.

MR. ENGLI SH: Your Honor, | nove adm ssion of
Exhi bit 357.

THE COURT: |Is there any objection to the
adm ssion into evidence of Exhibit 3577

There is none. Exhibit 357 is admtted into
evi dence.

(Thereafter, Exhibit Nunmber 357 was received

i nto evidence.)

M5. HANCOCK: Your Honor, it would be hel pful if
we had the actual source on here, the cite for it.

THE COURT: Well, M. English said he would
provide that later, but this is all from USDA website
mat eri al .

|s that correct, M. English?

MR. ENGISH: Yes, it is, | believe -- there's

sonebody nodding his head, but all | can testify about --

TALTY COURT REPORTERS, INC. 8370
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| wll provide the citation, and if we need to wait, I'II
put it on hold.

THE COURT: You do not need to wait.

MR. ENGLI SH:  Fi ne.

THE COURT: We appreciate your courtesy and
show ng us where to look, but if this is public data, then
"1l accept the exhibit.

MR ENGLISH: | will do so no |ater than tonorrow
nor ni ng and maybe even today.

THE COURT: Thank you. Did |l admt it? | did,
didn't 1?7 Ckay.

MR, ENGLI SH: Yes, thank you.

THE COURT: Ch, so we will appreciate the courtesy
of the citations to the USDA website as to source of this
material, but nevertheless, with or without it, | do admt
into evidence Exhibit 357, also known as M G 53.

MR. ENGLI SH: Thank you, Your Honor.

My next docunent is marked Exhibit MG54. It is
prepared by M G and uses sort of the headline that we have
tried to use and deleted any reference to National MIK.
And it is four selected locations in Oder 32. |If | could
provi de that yourself and the w tness, copies to USDA, |
woul d |i ke to have that marked as the next exhibit.

THE COURT: Yes. Let's go off record while we do
t hat .

(Thereafter, Exhibit Nunmber 358 was marked

for identification.)

THE COURT: Let's go back on record. Back on

TALTY COURT REPORTERS, INC. 8371
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record at 8:21

M. English, while off record | |abeled M G54 as
Exhi bit 358.

MR. ENGLI SH: Thank you, Your Honor.

So for the benefit of both the witness and the
parties, this is yet another chart, in this case,
extracting Jackson, M ssouri, Row 1497; Omraha, Nebraska,
Row 1648; Sedgw ck, Kansas, Row 941; and Reno, Kansas,
that's the county, of Row 942, where there are four pool
di stributing plants.

THE COURT: So there are four distributing --

MR. ENGLI SH: Four plants. There are four --

THE COURT: Ch, go ahead.

MR, ENGLISH: -- pool distributing and supply
plants. And the source of nost of the information -- all
the sources are |labeled in the colums, simlar to
previ ous docunents, although we have done a few different
cal cul ations here with the differences and percent
changes.

BY MR ENGLI SH:

Q Sir, | continue to struggle wwth this. Wy is
Reno, Kansas, where proprietary operation operated by
Kroger, when the nodel results go up $0.10 fromthe
current, add -- National M|k proposes addi ng an
addi ti onal $1.05?

A. Well, the -- if | renmenber correctly, this was a
situation where now we are | ooking at the price alignnent

as we nove south, and trying to attenpt to maintain those

TALTY COURT REPORTERS, INC. 8372
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relationships to -- into Gkl ahoma.
Q Wel |, but looking at the four plants that are in
your area -- well, let ne backtrack.
We just | ooked at docunents for kIl ahoma, and
Ckl ahoma is shrinking mlk production, correct?
A Correct.
Q And presumably the nodel would pick up the fact
t hat the Gkl ahoma m |k production is shrinking, correct?
A. | don't know if it would or not. | can't speak to

t he nodel .

Q But you are here tal king about why National MIk

has proposed nunbers that turned out to be different from

t he nodel .
How is USDA to nake a determ nati on of why your

nunbers are correct if you can't even testify as to the

nodel ?

A. Again, the nodel is used as a benchmark. And then
for this particular area, | was | ooking at current
rel ati onships and -- and what would be | east disruptive to

t he existing environnent.
Q Well -- all right. Least disruptive to the
exi sting environnent.
But nonet hel ess, to the extent, you know, Kroger

in Kansas may sell east, and Hland in Kansas Cty nay

sell west, currently, yet in the 1997 data that USDA used,

t hat woul d be $0.20 hi gher under the current columm, but
you nmake it $0.50 hi gher under your proposal, correct?

A. Can you repeat that?

TALTY COURT REPORTERS, INC.
taltys.com - 408.244.1900
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Q Conparing the Kansas Gty | ocation where a
cooperative plant is |ocated, to Kroger's proprietary
operation in Reno, Kansas, right now, would you agree,
that Kansas City is at $2.00 Cass | differential, and
Kroger is at $2.20 Class | differential, correct?
A Correct.
Q And that's a $0.20 difference, correct?
A Currently, vyes.
Q Yes. But if you go under "Proposal” -- the colum

"Proposal Nunmber 19 June '23," that is now a $0.50
difference, correct? |In favor of Kansas City, correct?

A That is correct.

But I would also point out that the Wchita price

alignment is the sane as the Kroger plant in Hutchison.

Q In order to get there you nodified it by the
addi ti onal $0.15 over the nodel, correct? | understand
you have nmade it the sane, but you have, nonethel ess,
added, based upon what the nodel would do, an additional
$0.15 over Wchita, if you |look at the difference col um,
correct?

A Uh- huh.

Q From $0.90 to $1.05, correct?

A Per the nodel.

Q Sir, what's the point of the nodel if you are just

going to go for price alignnent?

A. VWll, | think it's been established that the nodel

was used as the foundation. You have to start sonewhere,

and -- and that's the sonewhere that we started.
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Q Let's ook at your map on page 5, as we al so | ook
at Exhi bit 358.
THE COURT: So we're |ooking at 356, page 57
MR ENGLI SH: Yes. 356, page 5.
BY MR ENGLI SH:
Q Gven growh of mlk -- let nme back up
You agree that mlk production has also gone up in
Col orado significantly since 20007

A Yes.

Q So given that m |k production growmh in Col orado,
and given the ml|k production in Kansas that has gone up,
and the fact that Nebraska has gone up slightly, but
M ssouri and Illinois have gone down, what is the
justification for this $3.30 zone along Interstate 70 from
Col orado i nto Kansas?

A | believe there will be a future w tness that
woul d speak to Western Kansas and the Col orado price
surf ace.

Q But you are here to testify about Wchita,
correct?

A That is correct.

Q And so you are saying ask sonebody el se?

A Not about Wchita.

Q Vell, isn't Wchita affected by this $3.30 range?
| guess -- let ne back up.
Wien | | ook at the map, you have Wchita in the

$3.85 zone on the map.

A. That is correct.
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Q Wchita is not farther west in the state than
t hat ?
A. | woul d not consider Wchita Western Kansas.

Q So you are saying it's in the $3.85 zone?

A That is correct.

Q QG her than this idea of retaining current price
alignment, what is National M|k Producers' justification
for the results that appear on Exhibit 354 that |eave
Kansas City at the nodel nunber, which is a 0% i ncrease,
versus Sedgw ck, Kansas, of 31% i ncrease, and Reno,
Kansas, a 38% i ncrease over the nodel ?

A. Again, we started with the nodel, and it was an
attenpt to nmaintain those price alignnents.

Q Any ot her reason other than price alignnments?

A. That was -- that was a main point of it. Also the
di stance fromthe nmarket for the mlk that is actually
physically delivered into those |ocations.

Q That is raw m |k delivered to plants?

A Correct.

Q And you don't know whet her the nodel takes that
i nto consideration.

A. OCh, | would assune that it does, but | don't know
that for a fact.

Q Well, if you assune that it does, then hasn't the
nodel already accounted for that, and therefore, it's not
t he reason for your deviation?

A. | -- 1 don't know at what percentage it takes that

i nto consi derati on.
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Q D d you have any conversations wth anybody about
t hat before you proposed these significant increases over
t he nodel for Sedgw ck, Kansas, and Reno, Kansas?

A | did not.

Q G her than price alignnent, and assum ng that the
nodel does take into consideration where mlk is produced,
where it's processed, and where it's sold, howis the
nodel deficient in recognizing the distinctions that you
have now made between Kansas City, Oraha, and Wchita?

A. Can you repeat that question?

Q Assum ng that the nodel does account for where
mlk is produced, where it is processed, and where it is
sol d, other than your arguments for retaining current
price alignnment, how is the nodel deficient when it cones
to recogni zing the distinctions that you have proposed in
your testinony to nake for the | ocation Kansas City,
Omaha, and Wchita?

A. Well, I -- | don't know that | would characterize
the nodel as being deficient. Again, it was a starting
point for the group to -- to work on this project.

Q What principles were used then, other than price
alignment, for saying, fromthis starting point we're
going to nake these changes?

A. The main consideration was price alignnment.

Q Goi ng back to your map on page 5, and | ooking at
the zones, where is the m |k production growth? 1Is it the
$3. 00 zone of Kansas? |Is it in the $3.30 zone of Kansas?

Where is that m |k production growth?
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A. | would guess it to be the $3.00 zone, but | don't
know that to be at fact.

Q So, now, you understand the concept of
stair-stepping mlk?

A | do.

Q What is your understanding of that concept?

A. That you would nmove mlk from-- maybe nove mlk
out of one location -- I'll use an exanple. So if you
have mlk in -- in outside of Dallas, you nove Dallas

farther east, and then mlk that's west of Dallas into the
Dal |l as narket, until it -- until it fills the hole where
you have a need for the mlKk.

Q So assum ng that that m |k supply in Wstern
Kansas is in a $3.00 zone, given the fact that you have
set up a proposed 3.85 zone in Sout heast Kansas and
Central Okl ahoma, but then it's only $4.00 when you get to
Western M ssouri and Sout heast Okl ahoma, how are you goi ng
to nove mlk to where it may be needed in where it's short
I n Sout heastern Ol ahoma and short in Western M ssouri,
with only a $0.15 difference between the 3.85 you proposed
for Wchita and the $4. 00 that you proposed for areas in

M ssouri and Ckl ahoma?

A. "' mnot sure | understand the question.

Q Do you agree that mlk is short in Okl ahoma?

A Yes.

Q Doesn't that mlk need to cone either fromthe
north or the west, since Mssouri and Illinois can't be

sources of mlk for Cklahoma?
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A Yes.

Q Whet her that m Ik conmes fromthe north or fromthe
west, having set up a $3.85 zone in Central Kansas and
Central lahoma, howw |l mlk be attracted that
addi ti onal distance into Southeast Gkl ahoma or Sout hwest
M ssouri when the differential is $4.00 or a $0.15
di fference?

A. Wll, these are -- these are the zones that were
proposed. And obviously, if the Departnent needs -- that
t here needs to have sone further refinenent, that woul d be
up to their discretion.

Q You agree that in order to stair-step mlk, you
need to think about beyond price alignnment for current
operations, correct?

A That is correct.

Q Thank you.

MR. ENGLISH | have no further questions. | nove
adm ssi on of Exhibit 358.

THE COURT: |Is there any objection to the
adm ssion into evidence of Exhibit 358, also known as
Exhibit M G54, that's 5-4?

There is none. Exhibit 358 is admtted into
evi dence.

(Thereafter, Exhibit Nunber 358 was received

i nto evidence.)

MR. ENGLI SH:  Thank you, M. Brinker.

THE COURT: Who next w Il cross-exam ne the

W t ness?
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| see no one, so I'll invite the Agricultura
Mar keting Service to ask questi ons.
CROSS- EXAM NATI ON
BY M5. TAYLOR:

Q Good nor ni ng.

A Good nor ni ng.

Q You caught ne off guard this norning.

If we could turn to page 3, and the bottom half of
t he page is where you are tal king about the three
different cities and how much mlk is |locally sourced
wthin 150 mles.

And -- and this is just DFA data; is that correct?

A That is correct.

Q Ckay. And ny first question, when you say fall
what nonths are you neaning there? |Is this one nonth of
data or three nonths of data?

A. Until Septenber.

Q And if this is only DFA data, is there other
non- DFA supplies in those areas that the Departnent should
be | ooking at to get a full picture of mlk in that area?

A Not to nmy know edge.

THE COURT: M. Taylor, if I mght ask a question
that's al ong those |ines.

Wul d you turn to your Exhibit 356 on page 2,
M. Brinker, and the third paragraph, your oral testinony
said "since 2005 the nunber of dairy farnms |ocated,"” and
your witten testinony says "the nunber of DFA farns."

Can dairy farnms and DFA farns actually be
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consi dered i nterchangeable in that geography?

THE WTNESS: If | msspoke, it should be DFA
farns.

THE COURT: Al right.

THE WTNESS: So this is -- ny testinony
specifically is DFA nenber farns.

THE COURT: Throughout your entire exhibit?

THE WTNESS: That is correct.

THE COURT: Thank you.

M5. TAYLOR: Thank you, Your Honor.

BY M5, TAYLOR

Q Earlier in your statenent you tal k sone about how
mlk -- your facts we just discussed about |ocal supplies
have decreased. Earlier in your statenment you state that
m | k nmust nove further.

And |'mjust curious, based on your know edge,
where -- where are the m |k production regions that are
servicing Wchita, for exanple, since that has the | east
anount of the three cities that is locally supplied?

A. The -- there is a large percentage of m |k that
noves from Nort hwest Kansas or even Sout hwest Nebraska.

Q And what's the m | eage, would you say, a
guessti mate on those? | nean, you gave us data for the
150, but --

A. Correct. | would guess sonewhere between 3 and
400 m | es.

Q In regards to your transportation cost information

you put on, also earlier in your statenent, you conpare
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2005 to 2022.
Have you seen -- if | wanted to plot out those
i ncreases over tinme, is it nore consolidated in recent
years of where you have seen the nost increase? Has it
been steady over that tine?
A | can't answer that. So you are referring to like
atrendline, if you will?
Q Uh- huh.
A | don't know that -- | don't have that
i nformati on.
Q Ckay. On page 4 -- and | think you went over this
sone with M. English, but | want to nmake sure we're
clear -- you have a sentence in there, and it says, at the
end of the first paragraph, "Considerations were al so nade
in regards to the recommended differentials and the
surroundi ng mar ket pl aces. "
So | was wondering, |I'mthinking that's what you
are tal ki ng about when you are tal king about price

al i gnnment ?

A Yes.

Q And -- and so if | look on your map on the
foll owi ng page, are you talking nore price -- and |'1|
focus on Wchita for the nonent -- are you focusing on

price alignnment nore on the Southeastern side as it abuts
up to the $4.00 zone than you are fromthe Northwestern

si de?

A | think they are all interchangeabl e, because
it -- it would be difficult to just pick one spot in the
TALTY COURT REPORTERS, INC. 8382
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country that says, this is where |I'mconsidering it,
because it's the domno effect of one market's going to
t ouch anot her market, is going to touch another nmarket.
So | think in -- in my opinion, you have to take a
gl obal view of all those markets as they touch each other.
Q Ckay. And | understand that. And | ask just
because there is a big difference -- there's not a big
di fference between your 4.00 and your 3.85; that's only
$0.15. But then there is a big difference on the
al i gnnment side going the other way. And |I'mjust curious
If you see any issues going the other way on that, because
there's such a large -- $0.55 in sone instances, $0.85 in
ot hers, difference between zones.
|"msorry, | think | tal ked over your answer.
A. Ckay. So repeat your question.
Q Sure. |'mjust asking, you know, there's only
$0. 15 between going from Wchita down towards the
Sout heast. Yet, going the other way, you know, $0.85 or
$0.55, I"'mjust wondering if you considered if there's
i ssues there being there's such a big -- nuch | arger
difference in the differentials between those zones.
A Yeah. | don't anticipate there would be.
However, if that's a concern for you, you -- you know, you
have the discretion to adjust our proposal.
Q That's it from AVS.
M5. TAYLOR: Thank you.
THE COURT: Before we go to redirect, are there
any additional questions that are pronpted by the
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Agricul tural Marketing Service questions?

| see none.

Ms. Hancock.

M5. HANCOCK: Thank you, Your Honor.

REDI RECT EXAM NATI ON
BY Ms. HANCOCK

Q Thank you, M. Brinker, for your tine. Just a
coupl e of questi ons.

Yest erday you received a question about the USDSS
nodel from M. English, and you said you weren't famliar
with it. But in your testinony you actually refer to the
W sconsi n nodel .

Were you aware, when you answered his question
yesterday, those were one and the sane?

A | was not.

Q Now, since he's had an opportunity to continue his
exam nation, has that been nmade clear to you?

A Yes.

Q Ckay. And | just want to naybe go back to just
the point of the testinony here that you are providing in
Exhi bit 356.

If I'msumm ng up your testinony, is it fair to
say that the first premse is that you were here to
provi de testinony about the increased hauling costs that
you have firsthand -- excuse ne -- that you have firsthand
observations about in your role and work at DFA?

A Yes.

Q And that they have -- and what you have descri bed
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si nce 2005, have increased on the hauling costs by a total
of 151%in that tinme period?

A That is correct.

Q And the three areas that you have the nost
experience with and that you are providing testinony on
that you have listed in Table 1 there, Kansas Cty, Omha,
and Wchita, in total, those three proposed increases are
an increase of 67.5%

A Correct.

Q Ckay. And so even with the proposed increases,

t hat doesn't capture the total anount of hauling costs
t hat you have observed in your experience?

A That is correct.

M5. HANCOCK: Ckay. Your Honor, at this time we
woul d nove for the adm ssion of Exhibit 356.

THE COURT: |Is there any objection?

| see none. Exhibit 356 is admtted into
evi dence.

(Thereafter, Exhibit Nunber 356 was received

i nto evidence.)

M5. HANCOCK: M. Brinker, is there anything you
would li ke to add that you feel you weren't adequately
all oned to make us understand?

THE WTNESS: There is not.

THE COURT: Al right. Thank you very nuch.
Appreci ate your testinony. You nmay step down.

M5. HANCOCK: Your Honor, at this tinme we would

call M chael John as our next w tness.
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Wil e he's taking the stand, | would note that our
Exhi bit NMPF-41 had one mnor correction on the bottom of
page 6, so your hard copies are reflecting the corrected
version, and it's been sent to USDA. So at sone point, it
w Il be updated on the website as well.

THE COURT: Before we go off record -- well, maybe
we don't have to. | think people already have their
copies fromyesterday, so we won't go off record.

So I'mgoing to mark Exhibit NVPF-41 as
Exhi bit 359.

(Thereafter, Exhibit Nunber 359 was nmarked

for identification.)

THE COURT: M. John, would you state and spel
your nane?

THE WTNESS: M chael John, MI-CH A-E-L,

J-O H N

THE COURT: Have you previously testified in this
pr oceedi ng?

THE WTNESS: Yes, | have.

THE COURT: You remai n sworn.

THE WTNESS: Thank you.

M CHAEL JOHN,
Havi ng been previously sworn, was exam ned
and testified as foll ows:
DI RECT EXAM NATI ON
BY MS. HANCOCK:
Q M. John, did you prepare Exhibit 359 in support

of your testinony today?
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A. Yes, | did.

Q Ckay. Would you provide us your statenent,
pl ease?

A Sur e.

My nane is Mchael John. | am executive vice
president of mlk marketing for Maryland and Virginia M1k
Producers Cooperative, Inc., hereafter |I'll say NDVA
| ocated at 13921 Park Center Road, Suite 200, Herndon,
Virginia. MVA is a nenber of National MIk Producers
Federation, which I'll say fromnow on NWPF, and | serve
as a nenber of the NMPF econom c policy conmttee and a
menber of the Cass | working group.

The Class | working group was assigned the
responsi bility of devel opi ng updates to the current
Federal Order Cass | differentials and for proposing
amendnents to the nmethod for conputing the Cass | nover
The purpose of ny testinony is to provide support to
NVMPF' s proposed changes to the Federal Order C ass |
differentials.

The overwhelmng majority of MDVA's mlk -- nenber
mlk -- is pooled on Federal Order 1 and Federal Order 5.
MDVA' s nmenbers own and operate three pool distributing
plants: Two are located in Federal Order 5 and one is
| ocated in Federal Order 1 (Table 1). 1In addition, MWA's
nmenbers own and operate pool supply plants, two pool
supply plants: One |ocated in Federal Order 5, as well as
one located in Federal Order 1. The mgjority of MDVA's

menber mlk is received and processed by Cass | plants,
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including the three plants owned by our nenbers, serving
markets in Federal Oders 1 and 5. Wth nost of our mlk
serving the Class | market, and the remai ni ng percentage
of our mlk nostly supplying our nenber-owned pool supply
plants, we fully understand and support the need to update
and increase the Class | differentials.

The next part of ny testinony has the Table 1. It
shows MDVA's plants and their location. The first col um
is the Federal Order that they are located in and the town
or city that they are located in, and then the second
col um shows the type of plant that they are, whether they
are a pool distributing plant or pool supply plant.

Subtitle: The Cost of Supplying the Cass |
Mar ket .

To consistently supply pool distributing plants,
whet her nenber-owned or operated by a third party, MWVA's
pool supply plants give us the ability to bal ance
fluctuations in processing demand and in raw mlk
production. Constant ebbs and flows of m |k orders placed
by custoners and their subsequent effects on the novenent
of mlk are a fact of supplying the Cass | nmarket. The
bal anci ng adds addi ti onal cost and requires a steady and
reliable source of revenue to serve the market. In part,
Class | differentials were instituted to help neet these
revenue requirenents.

At MDVA, we are constantly nmoving mlk from supply
points |located in Federal Order 1 to demand points | ocated

in Federal Order 1 or Federal Order 5. Fl uctuations in
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m |l k needs and m |k novenents can vary trenendously
depending on the tine of the year. An exanple of a | arge
seasonal variation of mlk flowing fromFederal Order 1 to
Federal Order 5 would be to conpare the nonth of April to
the nonth of Septenber. 1In a typical year, we nove tw ce
as much mlk fromFederal Oder 1 to Federal Order 5 in
Sept enber versus April. |If we | ook at changes that occur
during the week, for exanple, conparing a Saturday to a
Wednesday, we see definite fluctuations in denmand bet ween
t he days of the week.

In addition to the cost associated with servicing
the Cass | market, the cost of transportation to nove the
m |k has increased as outlined on page 39 of NWMPF' s
hearing request, and in subsequent NWVPF testinony, the
cost of nmoving mlk has greatly increased fromthe early
2000s. The proposed increase in Class | differentials is
to provide sonme cost relief to those experiencing
i ncreased costs to nove mlk to Cass | plants and to nake
sure incentives are high enough to attract rawmlk to
Cl ass | processing plants.

It has been over 15 years since Cass |
differentials have been increased in Federal Order 5. In
the face of enornpus transportation cost increases, that
nmeans the nmechanism-- the nmechanismto attract m |k from
supply points has becone | ess effective. The cost of
transportation has increased significantly, and at |east a
portion of that cost needs to be satisfied through an

increase in Cass | differentials. To continue to neet
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custoner demands for mlk, our dairy farnmer nenbers nust
make up the difference in that cost, which conmes directly
out of their nonthly m Ik checks.

Internally, we have designated a hauling subsidy
to cover this cost. The subsidy can fluctuate
dramatically fromnonth to nonth based on the fluctuations
in supply and demand and in the cost of transportation,
whi ch includes the cost of fuel.

Tabl e 2 bel ow gi ves sone exanpl es of
transportation rates since 2008. The rates bel ow are
based on what the trucking industry calls running mle
rates. |If they were calculated on a -- on a |oaded mle
rate, the rates would be double.

Now we have Table 2, and let ne explain Table 2.
So we're conparing hauling rates using the sane nonth but
different years. So we're conparing January of 2008
versus January of 2023. | have three exanples here that
we put together. Each exanple has different roundtrip
mles, and each exanple has different -- could have
different origin points and different destination points.

So let's start with the first one, the first
scenari o, which has roundtrip mles of 171 mles. Wat we
did was we | ooked at the sane origin or the sanme route.

It may have had different farnms on it because sone farns
may have gone out of business, but in essence it's the
sane route in the sane geographical area in 2008 versus
2023, and it went to the sane destination, neaning the

sanme pool distributing plant.
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Now, the next column has the average | oad size.
The average | oad size in 2008 was 47,500 pounds of mlk on
that load. And what I'mtrying to show here is in 2023
you will see that went up to 55,000 pounds. I'mtrying to
show t hat we have done what we could do from-- from an
i ndustry standpoint to gain efficiencies to nove nore mlKk
on -- on one truck.

And so the -- you know, unfortunately, we're not
i ke sonme areas |ike Mchigan, so on the East Coast we
get -- our weight limts get limted by reqgulation, state
regul ations. So we have been able to increase in this
particular | oad by 7,500 pounds. But even with that work
towards efficiency, the total cost went up by $251. 45, and
the rate per nmile increase went up by $1.47, or a
56% i ncrease in rate per mle.

The next exanple is an exanple of 732 mles
roundtrip, or roughly about 360 m|es one way. And so
this started out with a Federal Order 1 |ocation going to
t he Federal Order 5 location plant, and, again, the sane
| oad going to the sanme |ocation in 2008 has the sane | oad
in 2023 going to the sane |ocation in Federal Oder 5 in
2023. You can see that we gained a little nore efficiency
on | oads, maybe not as much as we did in Federal Oder 1.
One m ght ask why. The reason for that is that many of
these trailers are nultiuse trailers, they don't just haul
m |k, they also haul orange juice. You know, they're
over-the-road trailers, so they have to haul other

products, so they are not necessarily -- can weight them
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out the full weight. They are |imted by what their other
uses.

But even with that efficiency, we still had a
$765 -- $765.46 increase, and that caused a rate per nile
i ncrease of $1.04, which gave a rate per nile change of
68% i ncrease.

The |l ast roundtrip scenario is 303 mles, roughly
150 mles one way, going froma Federal Order 5 origin to
a Federal Order 5 destination. Again, same |ocation
starting point to the sane ending point. And -- and we
see sone efficiency gained there, about 1500 pounds. And
t hen, again, showing a rate increase of $383.24, and the
rate increase of $1.26, and a rate per mile increase of
64%

The other thing | would like to say about the
cost, these are total costs, so they would be including
what we call in the m |k marketing world, assenbly cost
and destination cost. So what do | nean by that?
Assenbly cost is whatever it takes to |oad out that truck.
So in Federal Order 1, for exanple, we have a lot smaller
farms, so it may take four to six farnms to -- you know,
stops, to fill out a tractor-trailer load of mlk. And
t hen you have the destination. Once that trailer is full
then the cost of noving that mlk to the final
destination. So it's -- it's costs that include all costs
of hauling mlKk.

So now I'lIl continue on with the rest of ny

t esti nony.
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Based on the need for changes to the C ass |
differential to help cover additional cost, |I wll give
exanpl es of how we determ ne changes in the C ass |
differentials for our geography. As shared by Jeff Sins
in his testinony, NWPF created four regional C ass |
wor ki ng groups.

Wth MDVA located in the Md-Atlantic region as
well as in Southeast, we were involved in two of the four
wor ki ng groups: The Northeast/M deast region and the
Sout heast/ Sout hwest region. Both regions started with the
results fromthe University of Wsconsin spatial price
nodel . The nodel was run using data fromtwo specific
nmont hs, May of 2021 and Cctober of '21. W averaged the
results of these two nonths and that established a base
for the Class | differential analysis.

"Il just say, just to add to that, the reason
we -- in our world, the reason we average it is we have a
bi g seasonal difference between May and Cctober. And so
by averaging that, we feel like we get a nore true result
of what it really costs to nove that m k.

Qur next step was to review the current price
rel ati onshi ps between specific |ocations, and conpare
t hose to what the nodel reveal ed.

For exanple, in Federal Order 1, the current
Class | differential relationship between Landover,

Maryl and, and Frederick, Maryland, is $3.00 per
hundr edwei ght at Landover versus $2.90 per hundredwei ght

at Frederick, for a difference of $0.10 per hundredwei ght.
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Continuing wwth the two-city exanple, the nodel
suggests the Cass | differentials should be increased to
$4.90 per hundredwei ght at Landover, Maryland, and only to
4.55 per hundredwei ght at Frederick, Maryland. This
resulting price relationship -- this resulting price
rel ati onship then becones $0.35 per hundredwei ght, which
is significantly higher fromthe current price
rel ationship. Recognizing that these two | ocations are
only about 55 mles apart, and recogni zing both are in the
sane conpetitive market, a $0.35 per hundredwei ght
difference would create on artificial conpetitive
advant age of one processor over the other.

The Nort heast --

THE COURT: Go ahead and finish reading that
sentence. | think it adds val ue.

THE WTNESS: Onh, okay. | mssed sonething there.
Ckay.

Recogni zing that these two | ocations are only
about 55 mles apart, and recogni zing both are in the sane
conpetitive market, a $0.35 per hundredwei ght difference
woul d create an artificial conpetitive advantage of one
processor over another relative to the regul ated cost of
raw m | k. Thank you

The Northeast working group took this into
consi derati on when proposing revisions to the nodel's
results for NMPF's Class | differential proposal. In
anot her exanpl e, when conparing Phil adel phi a,

Pennsyl vani a, to York, Pennsylvania, the current
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difference is -- differentials -- in differentials is

$0. 15 per hundredwei ght. The nodel increased O ass |
differentials for both |ocations by $1.65 per

hundr edwei ght and $1. 70 per hundredwei ght, respectively,
for a differential difference of $0.20 per hundredwei ght,
t hus, closely preserving the historical price

rel ati onshi p.

The Sout heast working group foll owed the sane
basi ¢ anal ytics as the Northeast working group when
reviewi ng | ocations wthin Federal Order 5. To give an
exanple, the Cass | differentials for Munt Crawf ord,
Virginia, and Verona, Virginia, are the sane at 2.90 per
hundr edwei ght. The nodel determ ned a $0. 10 per
hundr edwei ght hi gher difference for Verona, Virginia.
These two | ocations are approximately 15 mles apart and
conpete in the sanme nmarkets. W kept the price
relationship the sane as current by increasing the
differentials in both | ocations by $1.80 per hundredwei ght
to a new proposed differential of 4.70 per hundredwei ght.

In a second Federal Order 5 exanple, the current
Cass | differentials for Lynchburg, Virginia, and Newport
News, Virginia, are the sane at $3.20 per hundredwei ght.
The nodel determ ned a $0.40 per hundredwei ght hi gher
differential for Newport News, Virginia. Because these
two | ocations serve the sanme geographi cal market and both
| ocations draw fromfarmmlk fromthe same m |k sheds, we
decided to keep the current price relationships and

propose a differential of $5.00 per hundredwei ght for both
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| ocati ons.

Anal yzi ng these price relationships throughout
Federal Order 1 and 5 | ed the Northeast and Sout heast
wor ki ng groups to follow two guiding principles: Nanely,
that Class | differentials needed to increase to cover the
addi tional cost of servicing fluid mlk markets, and to
mai ntain current price relationships between fluid nmarkets
to avoid as nuch unnecessary and unwarranted changes in
conpetitive rel ationshi ps.

In sum MDVA supports the proposed price
differential changes to update and noderni ze the
differentials to better reflect the market increases and
cost of serving the Cass | market and of noving m Ik from
supply areas to deficit areas, and to recoup sone of the
i ncreased costs that have occurred since the last tine
differentials were updated.

| want to thank USDA for having this hearing, and
t hank you for the opportunity to speak on behal f of MDVA' s
dairy farnmer nmenbers.

BY Ms. HANCOCK
Q Thank you, M. John. | just have a coupl e of
guesti ons.

In your Exhibit 359 you tal k, on page 3, about
running mle rates and | oaded mle rate.

" mwondering if you could explain the difference
t here.

A Well, a running mle rate would include -- so

if -- if a-- if atruck left one destination point and
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then goes -- or one starting point and went to a
destination, a running mle rate takes in that whol e
circle. It's the enpty trailer noving back, so roundtrip
versus a |l oaded mle would just be one way.

Q Ckay. And if there's nmultiple stops, it's one way
just once it starts | oading?

A Yes.

Q Ckay. And the nunbers that you provided were just
the | oaded mle rates, and you noted that if you included

the full running mle rates that woul d be doubl e?

A It was --

Q |"'msorry, did | say that backwards?

A. Yeah, | think it's the other way around.

Q You included in your -- in your -- in your hauling

rates that you have included on your Table 2, is that the

| oaded mle rates?

A. That's the running mle rates.
Q Ckay.
A If it had been the loaded mle rates, it would

have been doubl ed.

Q And so you have given the nore conservative

appr oach?

A Yes.

Q And you, on your -- when you were providing sone
of the exanples on the -- how and why the work on the

teans that you perforned deviated fromthe nodel, and one
of the reasons that you tal ked about was preserving that

historic price relationship.
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A Yes.

Q | "' mwondering if you can provide us with sone
insights as to why -- why does that nmatter to try to
preserve that historic price relationship?

A. Well, for us, nunber one, you know, | guess |'|]|
have to get nore specific in | ooking at geographi cal
areas.

So if I ook at the 95 corridor, for exanple,
the -- just being in this business for al nost 40 years
now, | ooking at Philadelphia to D.C., there's not many
mles there. And all those plants conpete for the sane
mar ket s.

And so | think the original -- the C ass |
differentials that we use today are closely aligned, and
so | don't know that there's a |ot of change in that
al i gnment needs to happen. And that's what we tried to
preserve, because we know t hat those markets, that whole
mar ket, for exanple, from Phil adel phia to D.C., al
conpete for the sanme -- the sane custoner base.

Q And when you receive those nodel results, you
t al ked about sone exanples in your testinony.

Were there any other exanples that -- that you
noted that didn't seemto nake sense as it cane out of

t hose nodel results?

A Yes. So if | -- if | go down to -- |I'm/looking at

kind of ny sheet that |'ve put together here. |[If | |ook
at the Federal Order 5 area, and you -- and you | ook at,

you know, many cases were lower, quite a bit |ower than
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what the nodel suggests. And if you | ook at where those
plants align -- | call it the kind of the triangle of
North Carolina -- so you have Asheville out on the west,
you kind of have Wnston-Salem H gh Point in the m ddle,

and then you have Spartanburg, which is just across the

line in South Carolina, it kind of makes a triangle. And

within that triangle is where all the mlk is produced.

And al so, kind of in the Southern Virginia is where the

2023

mlk is produced. So from Southern Virginia and then kind

of that mddle part inside that triangle is where all the

mlk is produced in Southern Virginia and in North
Carol i na.

And so for us, that's nunber one, you know, that
that mlk's a lot closer to the market. Secondly, it's
not -- you can nove mlk out of Federal Order 1 to North

Carolina. To nove mlk, say for exanple, out of Federal

Oder 1 to Atlanta is a whole different story. So in that

area, you can get mlk to that area, not only out of

Federal Order 1 but also out of Federal Order 33, you can

get mlk to that area. So we just didn't feel |ike
warranting that increase --

THE COURT: |"'msorry, is "that area" Atlanta?

THE W TNESS: That area woul d be that Central Area

of North Carolina.
THE COURT: Ckay. Back up.
THE W TNESS: Ckay.

THE COURT: So you tal ked about what doesn't serve

At | ant a.
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THE W TNESS. Ri ght.

THE COURT: Right? And then we -- fromthen on
we' re not tal king about Atlanta anynore; is that right? |
need - -

THE WTNESS: Yeah. |[|'Il back up a second. |
talk this language all the tinme, so it's just so easy, but
| under st and.

THE COURT: [It's so easy?

THE W TNESS: For ne.

But 1'lIl -- yeah. So it's -- we can nove mlk out
of Federal Order 1 to that Central North Carolina region,
even to Spartanburg, which is just across the border from
Sout h Car ol i na.

And so to nove mlk -- you know, so you have
really -- you have that Central North Carolina area, that
triangle that |'mtal king about, there's -- there's a good
bit of mlk produced right there. That's where all the
mlk that is in that Sout heast of Federal Order 5 area,
that's where it's produced. And, secondly, you can nove
mlk out of Federal Order 1 to that area. And that's why
we didn't feel Iike that Central North Carolina area
shoul d go up as nmuch as the nodel did.

BY MS. HANCOCK:
Q But the nodel takes into account the |ocations of

plants and farns, doesn't it?

A It does, but it doesn't -- it doesn't take in --
the nodel -- | guess the way | | ook at the nodel, the
nodel is a -- is the book work. It's the theory. It's,
TALTY COURT REPORTERS, INC. 8400

taltys.com - 408.244.1900


http://www.taltys.com

TRANSCRI PT OF PROCEEDI NGS Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

you know, putting -- plugging nunbers into an algorithm a

© 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

big one, and letting it run. Now we got to put boots on
t he ground.

And that's what our group did, we put the boots on
the ground. And we said, this is howthe industry really
| ooks. And so we had to tweak it, and that's why we
tweaked it there.

Q Ckay. And so when you say "boots on the ground"
you mean your 40 years of experience --

A Yes.

Q -- and the collective know edge of the teans that
were working on this with you?

A Yes.

Q And the strategies that people depl oy when they
are buying and selling mlk?

A. Yeah. And | would say if you add ny 40 years
with -- there was a couple of other 40 years in there, so
| amgoing to say it's probably collectively about
200 years' worth of experience there, so..

Q And things that the nodel can't take into account
when you add the human dynam cs into the m x?

A Yes.

Q And -- and other things |like having a Federa
Order systemthat governs behaviors and people's buying
and purchasi ng decisions as well?

A That's right.

Q Ckay. \What about Prince CGeorge's County, was that

anot her area that you made a nodification to?
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A. Yeah. So Prince George's County, there's a pl ant

in Prince George's County. It's -- it's on the northeast
edge of the beltway. It is 28 mles fromthe plant in
Baltinore. And to have a -- and |'m not exactly sure why

t he nodel cane up wth that high of a |ocation adjustnent
at, | think it had $4.90, and we -- we said that it needed
to be -- needed to align with Baltinore, which al so
aligned with Philadel phia. So we kept that whol e secti on,
what | called the 95 corridor, at 4.70.

Q And so there were places -- and so in that exanple
you actually reduced down the proposal that National MIKk
I's maki ng over what the nodel had forecasted.

A Yes.

Q And so is it fair to say that in -- in the working
group's efforts, that sonmetinmes the prices were left the
sane, sonetines they were increased, and sonetines they
wer e decreased from what the nodel predicted?

A Yes.

Q And at any tinme, did you hear anybody trying it
make any ki nd of recommendati ons or decisions that were
based on giving thensel ves a conpetitive advantage over
any of their other conpetitors?

A No.

Q Was anybody trying to give their conpetitors a
di sadvantage i n nmaki ng the decisions that -- that were
made in order to get to National MIk's proposal ?

A No.

Q Ckay. And you have plants that service fluid mlk
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mar ket s.
A Yes.
Q How nmany?
A Thr ee.

Q And your custoners, do they have standard
requi rements for your fluid mark- -- for your fluid
mar ket s?

A Yes.

Q And do those fluid ml|k nmarket standards exceed
the PMO Grade A standards?

A. Yes. W have -- and I'll -- it's not just our
pl ants, but also we market a considerable anmount of mlk
to what we call third-party plants, which are not owned by
our cooperative. And we have -- well, 1'Il call it
G ade A plus standards. W have -- for exanple, we have a
pl ant probably for 30 years now. The mlk has to be
40 degrees. The standard is 45. If it is 40.56, which
rounds up to 41, they will reject the | oad, and they have
rejected a | oad, and so we had to nove that | oad away.

We have several custoners that require us to give
themthe full quality makeup in somatic cell and Pl counts
on each farm on each |oad that cones into that plant
every nonth. Now, we don't give out nanes or addresses,
we just give a producer nunber, but they require the
quality information for that farm

And then if -- if a specific farmon that |oad
does not neet what they are |looking for, even if the | oad

is okay, but if a specific farmon that |oad doesn't neet
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it, they will say, you cannot bring that m |k back into ny
plant until you do an M CAP, which is a Mandatory
Corrective Action Plan, and there's a whol e series of
paperwork -- | guess electronic work now -- but paperwork
that goes into all that, and we have to justify why that
farmwas allowed to be back on that |oad again. So we
have a couple custoners that do that, and these are all

Cl ass | custoners.

So, yes, we have -- and then we have sone
custoners that want | ab pasteurized counts run, what we
call LPCs, in addition to the standard plate counts and
somatic cells. W have custoners that -- that want a
somatic cell under 200, 000.

So, yes, there are -- | would say, and | think
Chris nentioned it yesterday, a lot of that is for --
everybody's trying to find that |onger shelf life, they --
especially in high tenperature short tine, HIST, type of
production, they are trying to find that one extra day of
shelf life.

And so a much | ower somatic cell count, nuch
| ower, you know, bacteria count, gives themthat one extra
day which is a lot of nobney to them So, you know, |
understand it, but -- and we work hard to neet those
st andards every day.

Q |s there a cost associated at the farmlevel in
order to achieve those Gade A plus standards fromtheir
end?

A. Absolutely. | nean, it's extra work from our
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field staff. It's alot nore mlk testing, you know,
drawi ng sanples and testing mlk, and just working closely
with the farnmer. It could nean they would have to -- for
on the somatic cell count, they could have to take -- take
cows out of the herd. They could stop mlking those cows,
you know, whatever. Watever they need to do, they need
get there. So, yes, there's definitely cost.

We say that cost is sonmewhere in the nei ghborhood
m ni mum $0. 60 additi onal .

Q $0. 60 a hundr edwei ght ?

A, $0. 60 a hundredwei ght, yeah.

Q And -- and then also the additional cost
associated with the cooler tenperature contro
requi renment s?

A Yes.

Q Ckay. And in order for you to achieve your
Class | fluid mlk sales, you have to exceed those G ade A
standards that are required by your custoners?

A That's correct.

Q Sois it fair to say that that G ade A plus
standard is now the market expectation for the fluid mlk,
I n your experience?

A. Yes. | mean, | have had custoners say to ne
directly, "If you don't want to do this, I'll find soneone
who does," so --

Q And then | want to talk for just a second about

bal ancing -- bal ancing m k.
Are you able to balance -- or balancing costs, are
TALTY COURT REPORTERS, INC. 8405
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you able to bal ance those costs of your Cass | fluid mlk
with -- by using cheese plants?

A No.

Q Why not ?

A There really isn't any cheese plants in our area.
You have to get further north to Pennsylvania to get to
cheese plants. So we -- we have our own two plants, as |
have testified before in the Make Al |l owance part of the
hearing. W have Laurel, Maryland, and then -- which does
make powder, and then Strasburg, Virginia, which is just
separ ates and condenses.

Q And you just nentioned Make Al | owances.

| f Make Al'l owances are increased through this,
t hrough this hearing, would that put further pressure on
servicing the Class | markets if there is not an increase
in those differential s?

A Yes.

MS. HANCOCK: That's all | have, Your Honor.

We woul d submit himfor cross-exam nation.

THE COURT: Thank you, Ms. Hancock.

Before | invite the first examner, | need you to
go, please, to Table 2 on page 4, Exhibit 359.

Now, that involves the roundtrips. Are the
roundtrips the running trips or the | oaded trips?

THE WTNESS: These are the running trips.

THE COURT: Roundtrip nmeans running trip.

THE W TNESS: Yes.

THE COURT: Even though one way there's no |oad,

TALTY COURT REPORTERS, INC. 8406
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it's enpty?

THE WTNESS: Exactly right. Yes.

THE COURT: Ckay. Just checki ng.

THE WTNESS: Basically, that truck has to cone
back to the -- to the truck termnal and start getting
ready to start its route again.

THE COURT: And so at the bottom of page 3 when
you say, "If they were calculated on a |loaded mle rate,
the rates bel ow woul d be doubl ed. ™

THE W TNESS: Yes.

THE COURT: That's because?

THE W TNESS: You are just, instead of -- instead
of doing the rates on a -- for exanple, instead of doing
the rates -- take the first one, which would be roughly,

let's say 85 mles, you are just lowering the mles. And
instead of -- it's the sane dollar anount, but it would be
85 mles as opposed to 171 m | es.

THE COURT: Thank you.

THE W TNESS:  Uh- huh

THE COURT: Al right. Wwo would first like to
cross-examne M. John on this topic?

M5. TAYLOR  Your Honor, mght | suggest a break?
lt's 9:25.

THE COURT: How did that happen?

M5. TAYLOR It's riveting.

THE COURT: Al right. Do we want 15 m nutes?

Yes. Ckay. So please cone back ready to go at
9: 40.

TALTY COURT REPORTERS, INC. 8407
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We go off record at 9:24.

(An off-the-record discussion took place.)

THE COURT: Let's go back on record.

W' re back on record at 9:40.

Cross-exam nation for M. John.

M. English.

MR. ENGLI SH: Good norni ng, again, Your Honor.

CRCSS- EXAM NATI ON
BY MR ENGLI SH:
Q Good norning, M. John

My name is Chip English wwth the MIk |Innovation
G oup. | know you know t hat.

Let me start with what | hope is an easy one, but
then I'measily confused.

Bef ore you actually gave your witten statenent,

your counsel pointed out that there was a change in the

t esti nony.

A Yes.

Q And | confess that, you know, | had the one handed
out today, | had the one printed out froma |long tine ago,

and | mssed it. So |l don't want to mss it, and | want
to understand what the change or typo is, or whatever was
done.

A. Sure. So if you go to page 6, and then go to the
top of the page, that first paragraph | m stakenly had in
my first version -- which would probably be in ny sixth

rewite -- but anyway, it's ny first submttal
subm ssion -- | had Phil adel phia and York at the -- at
TALTY COURT REPORTERS, INC. 8408
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$0. 15, that they went up the sanme anount, $1.65. And,
actual ly, one went up $1.65, one went up $1.70. So it was
$0. 20 difference versus the sane $0.15 difference.

Q kay. So which is which? Wich is -- which went
up $1.65 versus $1.707?

A. So York went up $1.65 -- no, |'msorry,
Phi | adel phia went up $1.65, and York went up $1.70.

Q And is that what is actually reflected in Nationa
M Ik Proposal 19 --

A Yes.

Q -- or did that change?

A. No. No, that's -- | had msread it.

Q Thank you. [I'll conme back to that at an

appropriate place, but thank you very nuch for that
clarification.

A. Al right.

THE COURT: Let ne stop you.
Let's go off record for just a nonent.
(An off-the-record discussion took place.)
THE COURT: Let's go back on record.
We're back on record at 9:44.
BY MR ENG.I SH:

Q So given the fact that you have di scussed
Pennsyl vania as well as Maryland and Virginia, were you
then part of two different red pencil crews, both the
Order 1 and the Sout heast?

A. Yes. And they weren't red pencils, they were
colored pencils. |If you ve seen the map, you know it's
TALTY COURT REPORTERS, INC. 8409
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all different colors.
Q Wel |, other people called it red pencil club
A. Yeah, it's not red pencils, it's colored pencils.
Q So who -- | think you are the first person to
testify for the Northeast.

So who was the "we" for the Order 1 work?

A. You nean the specific people?

Q Yes.

A Oh, man.

Q I f you can't renenber the people, the conpanies or
CO- 0Ops.

A. Yeah. So there was -- well, two of them are

sitting in the back back there. There's --

Q That doesn't help the record.

A So you have folks from Agri-Mark, folks from DFA
Nort heast, folks from Upstate, Land O Lakes. Am | m ssing
anybody else? | think that's it -- everybody.

Q And just because you said -- you said that there's
two people in the back of the room you neant Scott Werne
fromAgri-Mark and Skylar Ryll from DFA, just for
clarification?

A Yes.

Q And at the end your testinony you say that there
were two guiding principles: One was the O ass |
differentials needed an increase; and second, that you
needed to maintain current price relationships between the
fluid markets?

A Yes.

TALTY COURT REPORTERS, INC. 8410
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Q Are those two in conflict in sone way?
A. They could be. You know, the -- if you increase
prices -- and I'lIl give you nmy personal -- | don't think

that the regul ated price should be the catal yst that
creates a disorderly market. And if all of a sudden the
nodel shows a huge increase in the differential that
creates a disorderly nmarket between two conpeting
facilities, | think that that's a problem And so that's
how they could be in conflict.

Q Well, how can we reconcile, | nean, if after
25 years there's these increased costs, doesn't the
attenpt to preserve existing price relationships at sone
poi nt nean that you are not recogni zing those additional
costs, or that you are over-recognizing themif you go
hi gher than the nodel was set at?

A O in sonme cases we went under where the nodel was
set, right?

Q Yes. So that's what you did.

But isn't there a problemw th the reconciliation
of , boy, we have had these increased costs --

A Yeah.

Q -- but we want, nonetheless, to maintain the sane
rel ati onshi ps, say, between York and Phil adel phi a?

A. | don't think so, and let ne -- let ne tell you
why. | would say if you go back and check 25 years ago,
that the average shelf life of HIST ml|k was probably nore
li ke 16 days, and today they are getting 22 -- 21,

22 days, so now all of a sudden their market has expanded,

r TALTY COURT REPORTERS, INC. 8411
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and there's fewer plants, and the custoners are nuch
bi gger that -- that these plants have to deal with. And
sol -- 1 don't think so for those, just for those
reasons.
| think the market has expanded to the existing
plants. | think technol ogy has all owed even HTST to serve
| arger markets, and we have to take that into
consideration. | have always told ny custoners, | don't
want to be the reason that, you know, |'m causing you hurt
or pain, | want to supply you, | want to hel p you.
Q But at sone level if you -- if you say, |ook, the

| -95 corridor has this current relationship from

Phi | adel phia down to the south, aren't sone of those costs

in terns of getting there going to have to be covered
either in the raw formor the packaged forn? That is to
say, if sonebody tries to sell into that area where

there's a toll across the bridge into New Jersey from

Phi | adel phia, that, as we heard yesterday from M. Hoeger,

it's nore expensive to nove packaged mlk, right?

Correct?

A Yes.

Q Ckay. So if --

A. "Il say to sonme extent. It depends on howit's
packaged. |If it's traditional crates, | would agree with
that. But if it's not traditional crates, | would not

agree with that.
Q And why is that not the case?

A. So you don't have the crates. You don't have to

TALTY COURT REPORTERS, INC.
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worry about bringing the crates back.

Q So how nmuch of that is going on along the 1-95

corridor?
A There's nore than you know.
Q Ckay. Moire than | know is not a very good record.
A. Well, I can't -- | don't want to give --

want to give out private infornation.

Q Al right. And | always, | want to enphasize,

t hi nk you know that about ne, |'ve never asked for that,

never want i1t, so that's fi ne.

| guess what |'mgetting at is, doesn't there have

to be a break at sone point in the nunbers if Cass |
differentials need to go up, say, in Wnchester, Kentucky,

because that's what the nodel suggests, but you keep

prices or you |ower prices per the nodel in North Carolina

because of your theory, haven't you created a new probl em

somewher e el se?

A. That's -- that's a possibility. | don't know.

You know, | -- I'"mlooking at it from ny geography.

can't tal k about Wnchester, Kentucky. | can talk about,

you know, the eastern corridor, that type of thing,

because that's kind of where we live, and that's --
the market we're at. But | can't tal k about Kentucky.

So if -- could | do sonething in -- could we do

that's

sonet hing in Washington, D.C. that could affect soneone in

the Mdeast? | don't know Possibly. | don't know.

that's what you are asking.

Q Well, that's part of what |'masking. There's a

TALTY COURT REPORTERS, INC.
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couple of different pieces there. You just nentioned the
M deast, and | know you are not part of the M deast, but
we had testinony as to the M deast, at |east as to Western
Pennsyl vani a, where price alignnment wasn't used.

THE COURT: Wasn't used?
BY MR ENG.I SH:

Q So I'mtrying to -- was not applied, for instance,
for Pittsburgh.

And so I'mtrying to understand what woul d be the
consi stent principle across groups that USDA shoul d apply?

A. | think that -- to ne, | think the npst consi stent
principle USDA could apply is to keep things -- to keep
the markets as orderly as possible, and | et conpetition
then, in those markets, play out. That's what | think.

Q And is your definition of orderly marketing, then
mai ntai ning current price relationships?

A. Yes, | think that's it.

Q Unl ess you sinply increase the base of C ass
differentials everywhere, aren't you necessarily going to
alter price rel ationshi ps sonewhere?

A Well, I'lIl say this. So 23 years ago, and | --

"' mnot an expert on the Panhandl e of Texas, for exanple.
But 23 years ago, did we have a lot of mlk in the
Panhandl e of Texas? Probably not. Al of a sudden that
m |k showed up. Now all of a sudden we got mlk in the
Dakot as where mlk wasn't at before. So just the sense
that mlk shifts and noves creates chall enges.

So, you know, I -- | think there's other factors
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other than differentials. | nean, there's just -- you
know, when -- for exanple, I'mold enough to renenber, you
know, Federal Order Reformin 2000, and what was -- what
ny under standi ng was that Federal O der Reform was
differentials were to be adjusted periodically, and now
here we are 20-sone years.

Q And in Federal Order Reform isn't the case that
what were then current price relationships were altered?

A Yes.

Q So you brought up the fact that the idea that,
okay, there's been new m |k production in the Panhandl e of
Texas.

By and large that's not the case nuch east of the
M ssi ssi ppi, correct?
A That's right.
Q So the reality is, we're short of mlk east of the

M ssi ssi ppi, correct?

A. Well, I would say that in --

Q In the Southeast, |'msorry.

A. Yeah, in the Southeast, | would agree with that.
Because Pennsyl vani a has been flat. |It's been about
10 mllion -- 10 billion pounds of mlk a year forever.

Q Are we noving mlk out of Order 1 into Order 5, as
you tal ked about coul d happen?

A Yes.

Q Ckay. Do we nmove mlk out of Order 5 down to
O der 77

A. No, not as much. No. Very little. At |east our
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experience has been very little. | -- for exanple, we
only go as far south as Atlanta. And Atlanta is just hard
to get to. And so you're basically -- to nove m |k out

of -- even out of 5to 7, when there's so many | ocati ons
w thin Federal Order 5 where that mlk's needed, it's
pretty hard to pull it out of 5 to take it down to 7
because it's needed there in 5.

Q Well, isn't that the concept of stair-stepping
mlk? You nove milk fromwhere it is to the next |ocation
and down? That's what M. Hoeger testified about
yest er day.

A. Yeah, we -- we do sone of that. But it's also,
you have to | ook at each situation separately. For
exanple, if I"'mtaking -- ultimately |I have to take mlk
out of a location where there is mlk. So | always use --
not because | grew up there, but |I think it's a good
center point, is Chanbersburg, Pennsylvania. That's what
| use, Franklin County, Pennsylvania. And depending on
t he haul er, depending on the rate and all that, it m ght
be better to nove that | oad the whole way to North
Carolina versus taking it down to sonmewhere md-Virginia
and then rolling sonething out of md-Virginia on down to
North Caroli na.

You have to | ook at each case separately to
determ ne whether, what is the right, you know, cost
scenari o.

Q Do you know about m |k noving from Chanbersbur g,

Pennsyl vania, to North Carolina?

TALTY COURT REPORTERS, INC. 8416
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

A. Absol utel y.

Q So if the nodel suggested, before National MIKk
proposed altering it, higher values for North Carolina,
woul dn't that further conpensate for those novenents of

m | k from Chanbersburg, Pennsylvania, to North Carolina?

A. If we went by the nodel you are sayi ng?

Q Yes.

A. | f we used the nodel nunbers?

Q Yes.

A Yes, that would create nore dollars there, no

guestion about it.

Q And that would, therefore, incentivize nore mlk
bei ng noved, or at |east be reinbursed, for ml|k noved
from Chanbersburg to North Carolina, correct?

A It could. It could.

Q But -- but if you lower it by, say, 40 to $0.55 a
hundredwei ght, or in the case of the anchor city of
Asheville by $0.30, to the extent the nodel was suggesting
an encour agenent of mlk from Chanbersburg to North
Carolina, you have actually gone the other way, correct?

A Vell, | think, again, as | shared with Nicole, is,
if you |l ook at where the mlk is produced today, at |east
a large quantity of the mlk that's left in the Federa
Order 5 area, is in that Southern Virginia to md-North
Carolina region. And, yeah, could we have gone with the
nodel ? | guess the thought process was, is if -- if there
wasn't a need to do it, why do it? You know, just to be

guite honest about it.
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| mean, there's -- there's mlk there. W have
al ready proven we can nove -- nove mlk fromthe Federal
Order 1 to that Carolina region, and there's mlk there.
So why -- you know, why have the extra dollars?

Q So while it is not a Final Decision yet, there --

there is a pending decision fromUSDA with respect to new

proposals for increased nonies in the Southeast for

transportation credits, correct?

A Uh- huh.

Q And that includes -- I'msorry, "uh-huh"
doesn't -- for the court reporter, doesn't help.

A. Yes, |'msorry.

Q And that includes Order 5, correct?

A That's correct.

Q That includes North Carolina, correct?

A Correct.

Q Did anybody testify at that proceedi ng about

transportation credits, look, North Carolina is different,

we don't need mlk because it's already there?

A. Yeah, but you are m xi ng apples w th oranges.
Q How am | m xi ng apples with oranges?
A. Transportation credits, at |east the ones from out

of the region into the region, are only available certain
times of the year. And like | said, we -- we take -- we

take mlk -- twice as nuch mlk when it's needed, when

2023

transportation credits are in their glory, so to speak, in

the fall of the year, we take twice as nuch mlk down, so

that's when we need the transportation credits. W don't
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2023

need themas nmuch in the -- the spring of the year,
because there's mlk there.

So to ne, transportation credits do exactly what
they are supposed to do, is to help out in that short
season to nove that mlk. So they are not available all

year round, and that's -- that's the idea.

reserve supply.

Are you famliar with the concept of reserve

supply --

A Yeah.

Q -- as USDA applies to Cass -- Cass |?

A Uh- huh.

Q Sorry, yes?

A Yes. Sorry. |I'mgetting too confortable with
hi m

Q Well, we've had a | ot of conversations.

Do you agree that USDA believes that adequate

reserve supply is 25 to 30% for the nmarket?

my own. ..

for its reserve supply?

A. No, it does not.

on -- if we look at all the plants, and | listed out all

the plants and just kind of did ny owmn little analysis

Q So yesterday | discussed a little bit the idea of

A. | don't know. 1'd have to do ny own math and do

Q And shouldn't Cass | differentials address that?

A | think they do. So here's just what | | ooked at

Q Do you believe that North Carolina has enough m |k
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here, but if you look at the plants in Virginia, North
Carolina, and the Spartanburg plant in South Carolina, |
mean, we have gone up from $1.80 to -- anywhere from $1. 80
to $2.00. So we did. W did increase the differentials
quite substantially.
Because if you go up into Federal Order 1, we're

| ooking at $1.65 to $1.70. But it just didn't make a | ot
of sense to just go -- like, |I mean, you are tal king about
nunbers now t hat woul d have us be up in the $2.30s to
$2. 40 range increase. And we |ooked at it, and we said,
you know, an increase of $1.80, $2.00 namkes sense, not
2.40.

Q So isn't the case that fromDay 1 of this hearing

all we've heard about is mlk is short in the Sout heast?

A Uh- huh.

Q |"msorry, yes?

A Yes. Yes.

Q So, again, |I'mstruggling when | | ook at sone of

t hese nunbers. You know, for instance, Jones County,
North Carolina, |ine nunber 1909, the nodel would have it
at 6.15, and you propose 5.60, or a $0.55 drop. | don't
know of any decreases in the United States that are --
t hat deviate that nuch fromthe nodel on the downside.
Wiy -- why -- why, given the fact that mlk is

short in the Southeast, is North Carolina unique in that
respect?

A. Wll, | think tonme, I'll just say, | think you

are maki ng the assunption that the nodel is the end-all of
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everything. And Chuck even testified in his testinony,
it's a guideline, it's not -- it's not the end-all nunber.
W have to add conmopn sense to -- you know, to the theory.
And what we were doing is adding conmbn sense to the
t heory.

If I"'ma Cass | processor in North Carolina, I'd
probably be pretty happy.

Q | under st and.

| guess you were here yesterday, right?

A. For part of the day, yeah.

Q But there's -- so Mnneapolis, Hennepin County,
Nati onal M Ik proposes raising $0.35, even though there's,
like, a Class | utilization of 6% of the Oder, Oder 30.

How i s commpn sense served to increase the C ass |
differential for those maybe unhappy Cass | plants in
M nneapolis where there's tons of mlk, and down in the
Sout heast where we have heard not hing but "we need mlKk,
we need mlk, we need mlk," we're going to lower it in
sone counties by $0.55? |I'mtrying to understand what the

commbn sense i S.

A W're not lowering it.
Q Well, lowering it fromthe nodel --
A. Ckay. Okay. But we're still increasing it quite

a bit. W're increasing it from-- to 1.80 to 2 bucks.
Q What is the specific shortfall in the nodel that
says in North Carolina it's wong by 40 to $0.50?

A There is no shortfall in the nodel. The nodel is
the nodel. |It's just |ike any other nodel. You adjust
TALTY COURT REPORTERS, INC. 8421
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it. |I'msure you have had exanples in your own |ife where
you' ve had nodels and it wasn't reality.

THE COURT: Now, that's not fair.

THE WTNESS: Chip and I know each other too well
BY MR ENG.I SH:

Q Soif | -- 1 can shortcut sone of this.

If I were to look at North Carolina for Guilford,
where Dairy Farnmers of Anerica has a plant, where the
nodel woul d say 5.60 and the National M Ik proposal is
5.20, and then Davidson, North Carolina, where | believe
there is a plant, and the nodel says 5.75, and the
proposal is 5.20, one of the reasons is that you are going
to keep those two at the sane | evel because they are both
at 3.40 today, correct?

A Yes.

THE COURT: Because they are both what?

MR ENGLISH. At 3.40 -- $3.40. Correct? And he
sai d yes.

THE W TNESS:  Yes.

BY MR ENG.I SH:
Q So Iike other w tnesses, you have tal ked about the
cost of hauling.

Do you agree that the University of Wsconsin
nodel includes hauling in its anal ysis?

A. It covers -- yes. It covers the cost of -- |
don't know if it covers all the cost, but it covers
probably a good portion of the cost.

Q So other than to support the general proposition

r TALTY COURT REPORTERS, INC. 8422
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that Class | differentials need to go up, what is the
poi nt of the hauling discussion in your chart relative to

any nodifications to the nodel that you have made?

A. | guess it's just trying to support the nodel.
The exanple that | used, | think if | -- if |I'manswering
your question correctly, the exanple -- or the three

exanpl es, three scenarios that | used are to support the
fact that these are sone actual cost exanples. And to ne,
| woul d hope that that would support the -- the -- you
know, the increase that the nodel is denonstrating.
Q | think you have been here for other parts of this
pr oceedi ng.
Are you famliar with Exhibits 300 and 301, which

are the spreadsheets?

A That's the big long --

Q Yes.

A Yes.

Q Ckay. Had you seen those before we introduced
t henf

No.

A

Q Do you know who the aut hor was?

A You nean, as far as the National M|k spreadsheet?
Q

Yes.
A. Ch, yeah, yeah, | have seen that. | nean, | have
themon digital form | don't have it in the big |long

spr eadsheet .
Q And you had themin digital formprior to the tine
that the MIk Innovation G oup submtted thenf
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A. Well, we had it on a National M|k spreadsheet,
yeah.

Q Ckay. That's what | nean.

A Yeah.

Q So you had themprior to the hearing?

A Yes. Yeah.

Q Ckay. Do you know who the author is?

A. | don't know who exactly put it together. |
just -- National MIk put it together. But, you know, |
don't know which staff person, if that's what you are
aski ng.

Q Ckay. There is a colum -- | nean, | can show
themto you, but I'"'mtrying to speed things up a bit.

There's a colum on Exhibit 300, which was the
original you made, called Colum R that seens to have
vol ume nunbers in it.

Do you know about that col um?

A No.

Q Let's tal k about sone specific differentials. And
since you -- we have tal ked about the correction. Let's

tal k about York versus Philadel phia. And I think what you

just told nme a few nonents ago is that the change in the
testi nony, just because you -- yeah, whatever, it's the
correction --

A Yeah.

Q -- testinmony, was that the current difference
bet ween York and Phil adel phia is $0.15, and in order to

achi eve your preserving historic price relationship, you
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made an alteration, correct?
A Yes.
Q And that alteration was to decrease Phil adel phi a;
Is that correct?
A No, it was to increase the difference between York
and Phi | adel phia by $0. 05.
Q That was the nodel. That's what the nodel did,
correct?
A. Let me check here. Too many nunbers, | can't
remenber themall.
THE COURT: Which page should we | ook at while we
listen to this? |Is this page 6? | think this is page 6,
right?
M5. TAYLOR  Yeah.
THE WTNESS: That's correct. That is correct.
BY MR ENGLI SH:
Q What's correct, that you --
A That the nodel showed $0.20 as well.
Q Ckay. And that's where you ended up?

A Yes.

Q So in that case, you are not disagreeing with the
nodel ?

A No.

THE COURT: Actually, the answer to that was yes.
Yes, we are not disagreeing with the nodel.

Wul d you go back to that, if you want?

MR, ENGLI SH:  Sure.
BY MR ENGLI SH:
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Q I n essence, your whol e di scussion about York and
Phi |l adel phia is, in the end, that the nunbers in National
MIk's 19 are the sane as the nodel and you are not making
adj ustnents; is that correct?

A The end nunbers are not the sanme, but the relative
di fference between Phil adel phia and York are the sane.

Q So what change did you make to both?

A. Ckay. So we took both up by -- let nme see here.

Ckay. We took -- we took York up by -- and it was
York; is that correct, that you were asking about?

Q Yes.

A. We took York up by $1.70. W took Phil adel phia up
by $1.65. So you were correct there, which was we didn't
t ake Phil adel phia up quite as nuch.

Q Ckay.

A That's right. You are right.

Q Ckay. So let's backtrack now. | think the record
is, at best, confused.

Sorry about that.
That's okay. There are a | ot of nunbers.
Yeah.

o > O P

Let me see if | can correct it.
You have proposed adjusting the nodel results so
that you are not taking Phil adel phia up as nuch as York
woul d take it up, and that's basically $0.05, correct?
A. Ri ght.
Q And the rationale for that, then, is to maintain

the current price relationship between York and
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Phi | adel phia, correct?

A. Yes. And then also, taking a | ook at Phil adel phia
as it relates to Baltinore and Washi ngton and all that,
that 95 corridor, to try to nmake sure -- so it's not only
kind of |looking at it east to west, but also |ooking at it
north to south, too, you know, that whole, lIike I was
saying earlier, that whole 95 corri dor.

Q So the bottomline, there's two different pieces
to that. There's west to east, York to Phil adel phi a,
correct?

A Yes.

Q And then there's north to south, Phil adel phia
down - -

To D. C.

-- to D.C., correct?

Yes.

And you are proposing, | believe, Philadelphia to
be

\l
o

correct?
Yes.

Baltinore to be 4.70, correct?

> o >» 0 > O >

Yes.

Q And Laurel over to Landover, Maryl and, would be
4.70, correct?

A. Yes. That takes Phil adel phia down by a nickel, in
the current price relationship even, because currently
Baltinore is at $3.00, Phil adel phia is at 3.05, and
Landover is at $3.00.

Q Were does the m |k from Phil adel phia cone fronf
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A. The m | k from Phil adel phi a cones fromt hat
Lancaster County area.
Q In the sane place where the York m |k cones from

Lancast er ?

A Yes. And the same place from Landover m |k cones
from
Q So doesn't the mlk to Landover have to nove

farther than the mlk in Lancaster that goes to either
York or Phil adel phi a?

A. Not necessarily to Phil adel phia. Again, as |
nmentioned in earlier testinony, the mles mght be a
little bit [ onger, but, you know, you got traffic both
ways. So, you know, it's -- it's relatively the sane
whet her you want to go into the city of Phil adel phia or
the city of D.C., there's not a whole |ot of difference
there. The biggest difference is wth York. | nean,

obvi ously York's cl oser.

Q It's a relatively |ess urban center, correct?
A. Yes.
Q Ckay. So we both live around that area, there's

ot her people in the roomwho |ive around that area, and |
must say |'m struggling sone in conparing Frederick and
Baltinore to Laurel.

Even if it's only 28 mles fromBaltinore to the
plant in Laurel, those are very difficult mles to drive,
are they not?

A That whole 95 is difficult to drive.

Q | nean, if you have to go down those 28 mles from
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Baltinore to D.C. to Laurel, you are either going to have
to go down Interstate 95 or you are going to go down the
Bal ti nor e/ Washi ngt on Par kway, correct?

A Right. That's correct.

Q And there aren't nmany tines a day that's a great
stretch of road, is it?

A. That's why our trucks unload at 3:00 in the
nor ni ng.

Q And, simlarly, if you are com ng from Frederick
Maryl and -- | happened to | ook before | got up here -- you
know, this norning those 51 mles were nore |ike an hour
and 20 mnutes from Frederick to Laurel, correct?

A That's correct. Yeah, | have done that.

Q So it may be just 55 mles fromFrederick to
Laurel, but, again, those are 55 really heavily travelled

mles, correct?

A. You nean Landover, not Laurel.

Q |"msorry, I'msorry, Frederick to Landover
A. Ckay. Yeah.

Q |'"msorry, yes. Thank you

A Uh- huh.

Q That's correct. Yes?

A. Yes. Wiat | was | ooking at was, | understand
bringing in the raw m |k, but, you know, in ny role,
al so have to |l ook at the customer's view, packaged m | k.
And the packaged mlk fromall those three | ocations, all
conpete for the sanme market. And so, you know, part of ny

job in sales with ny custoners is to try to neet ny
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custoner needs. And so that's -- that's a big part of ny

job, or I don't have a custoner.

So, you know, if |I look at -- that's why |I'm
| ooking at it fromthat direction as well. | nean, |
can't just look at it fromone perspective. | have to

|l ook at it fromthe other perspective, too.
Q | understand that. And listen, | appreciate a
custoner-centric perspective.
But | cone back to ny question fromearlier, which
is that by necessarily maintaining those price
rel ationshi ps between Phil adel phia, Baltinore, and D. C
and Frederick, aren't you creating an issue farther north

and west where by definition you can't be nmintaining the

price relationship? At sone point you can't. 1Isn't that
correct?
A No, | don't think so. | think we did a pretty

good job at, as we noved west, at really feathering in,
you know, the cost and the location of the mlk. | nean,

even York itself has gotten a |lot harder to get around

anynore these days, and | live 70 mles from York. So
it -- not even that far, probably 40 mles away from
York -- soit's a lot harder to get around York these
days. | nean, everything has sprawled out. It's a |ot

nore difficult.

Q But relatively it's harder in D.C., Baltinore, and
Phi | adel phia than it is in York, isn't it?

A Yes.

Q So simlarly, let's nowturn to what's proposed
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for Lynchburg, Virginia, and Newport News.

Where does Newport News get its mlk?

A. They both -- both Lynchburg, Virginia, and Newport
News get their mlIk fromthe sane |ocation, which is that
Harri sonburg area is where they get their mlk from
Harri sonburg, Virginia, area, which is kind of right down
of f of 81.

Now, both of these plants, too, I'll just -- and
you probably already know this, but just to rem nd you,

t hat Newport News -- | get the opportunity, I'll put it
that way, of -- or Maryland and Virginia gets the
opportunity of living in two state orders, in addition to
Federal Orders, and so we get the opportunity to be in
Pennsyl vania M| k Marketing Board and we get the
opportunity to be in the Virginia MIk Comm ssi on.

And half of Newport News is regulated -- or half
t he Newport News, yes, is -- the milk going in there is
regul ated under the Virginia M|k Conm ssion, neaning that
hal f of the sales out of Newport News are in Virginia MIKk
Comm ssion area. So if you just look at that m |k al one,
that's nuch higher than the Federal Order mlk as far as
cost goes. So -- and Lynchburg is probably al nost 50%
regul ated by the Virginia MIk Comm ssi on.

So even though they are Federal Order plants
because of the -- they neet the qualification on their
sales, they are still very highly regul ated by the
Virginia M1k Conmm ssion.

Q Whi ch, of course, could be voted out tonorrow,
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correct?

A. We have been saying that for 40 years, Chip.

Q | understand that.

But what -- what role should the exi stence of that

have with respect to setting Class | differentials by

USDA?

A. |"mjust saying it adds another dynam c to those

plants, but it doesn't have any role specifically in

Class | differentials.

Q Ckay. So wouldn't it be fair to say that

Harri sonburg, Virginia, and the Shenandoah Valley is an

easier drive to Lynchburg than it is to Newport News?

A. Well, | would say in the year 2000 it was the sane

way; wouldn't you say?

Q I --

A | mean, they wanted to keep the differentials the

sane in the year 2000.

Q Wel |, maybe the nodel said that then but --

A. | don't know.

Q -- but | guess the question is, we're | ooking at

what the nodel results are today, and you are going to

keep -- you are going to raise both, but essentially raise

Lynchburg nore, Lynchburg is a proprietary plant, right?

A Yes.
Q And Newport News is your plant, correct?

A. That's correct.

Q And regardl ess of whether anybody tal ked about

in your neetings, your proposal is to end up with the
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pl ant in Lynchburg owned by a proprietary operator to be
the sane as Newport News, correct?
A Yes.
Q Ckay. | guess one thing | would say that's
different from 2000 is, hasn't the traffic increased in
t he peninsul a of Newport News even nore since 20007
A. Well, traffic in Lynchburg has increased, too.
THE COURT: Answer his question before you add on.
THE W TNESS: Okay. Okay.
THE COURT: So would you ask it agai n?
THE W TNESS: | woul d assune so. | mean, | --
don't make that drive a |ot.
BY MR ENGLI SH:
Q Vel l, you don't nmake that drive a | ot because it's

not a lot of fun, is it?

A No, it's -- | just don't get over there.

Q Well, it's hard to get in and out of the
peninsula, isn't it?

A. | don't know. | don't get over there, so | can't
tell you.

Q | was going to say since 1860, even G vil War

generals had trouble getting out of Newport News, right?
| amstruggling with this principle of, we're
going to keep the relationship the sane, and you | ook at
Lynchburg over in South Central Virginia, and you | ook at
Newport News in Southeast Virginia, and | just can't
concei ve of the cost for serving those two markets as

bei ng the sane.
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A Those -- those two markets serve --
geogr aphical ly, serve the sanme narket.
Now, there used to be two nore plants, right?
There was R chnond and then there was Portsnouth south of
Newport News. There was two nore plants over there.
They' ve cl osed down since -- both of those have cl osed
down. They were all in the sane price range, you know.

So | guess ny -- ny thought is that, again,

trying -- and if you |l ook at the map, we flattened out
that -- just like | said earlier, we flattened out that --
once you got into kind of the md to southern -- nore |ike

Southern Virginia and Northern North Carolina, you wl|l
see that whole -- that whole area is flat. It's not just
Virginia, it's -- it's that North Carolina area as wel|.
| nmean, they all kind of go together.

So that starts at Lynchburg as you go north to
sout h, and goes over to Newport News, and it cones down to
the center of all of North Carolina, and in that little
bit of South Carolina, and it just kind of flattens there
alittle bit because of what | have already shared,
because of where the mlk |ies.

And so that's -- that's when we | ooked at that.
That's kind of what we cane away with. And so we feel
like it's -- it's very reasonable to -- to maintain that
rel ationship there.

Q So with those two plants -- Richnond was one of
t hem

Were was the other one you said?
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A Por t snout h.

Q Portsnouth. So the two plants in R chnond and
Portsnouth. By definition, the fact that those two plants
are gone since the nodel was run the last tinme in 1997
woul d have been taken into consideration by the nodel,
correct?

A. Say that again?

Q The fact that those plants no | onger exist would
be accounted for in the nodel, correct?

A Yes.

Q Ckay. And that woul d suggest that there nmay be
less mlk in raw formneeds to be noved down to the

peni nsul a, correct? Because there's only one plant now,

correct?

A. Yeah, there's less mlk.

Q In raw form

A. Ri ght .

Q But packaged m |k, nore mlk needs to nove,
correct?

A Yes.

Q Wuldn't it nake sense to encourage that packaged
mlk to nove by saying, for plants that are noving it in
from say, Lynchburg will have a difference between
Lynchburg and Newport News to hel p make sure that mlk

noves in packaged fornf

A | see your argunent. And | guess we'll have to
ultimately | et the Departnent decide. But | -- you know,
we | ook at themas the sane -- the same area, just |ike
TALTY COURT REPORTERS, INC. 8435
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t hey were back in 2000.

Q So et me cone back -- so | guess the other thing
is, when you say you flattened it, by definition, if you
have rai sed Lynchburg higher than the nodel and you have
taken the triangle in North Carolina dowm fromthe nodel,
haven't you inpacted the conpetitive relationship between
Lynchburg and North Carolina?

A Vell, we raised them both the sane anount, $1. 80,
right?
Q But by doing so, you haven't encouraged mlk from

Lynchburg to nove south, have you?

A. | haven't encouraged -- |I'mnot sure | --

Q Well, by definition, if the nodel said one thing,
which is that Lynchburg should be | ower than North
Carolina, and you have instead said, we're going to take
t hem both up by $1.80, to the extent the nodel was
suggesting, hey, |ook, we need mlk fromLynchburg to nove
sout h, you have taken away that incentive, correct?

A. Well, | guess the mlk -- | don't -- | don't know
that there needs to be an incentive there, | guess, to
nove that mlk, a different incentive than what there
already is in the nodel, | guess -- or in the National
M| k proposal. Because, as | said earlier, when you get
to that Lynchburg to North Carolina, that mddle of North
Carolina is where all the mlk is. It's -- it's -- that's
t he second group of mlk. So you have a group of m Ik up
in Harrisonburg, and then you have a second group of mlKk
that's south of Lynchburg to the mddle of North Carolina.
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Q And notwi t hst andi ng - -

A. And that's where that mlk goes. It's always gone
t here.
Q But notwi thstanding all of that, you have to nove

m | k from Chanbersburg, Pennsylvania, to North Carolina,

correct?
A Yes.
Q So given your preserving price relationship

argunents, why not preserve the price relationship that
Kroger in Wnchester, Kentucky, has selling south and

east? Instead, you -- National M|k proposes taking

Kroger up $2.00 in Wnchester, Kentucky, and the plants in

Hi gh Point up $1.60, correct?
A | don't know about -- | didn't -- | wasn't
charge of -- of that. | wasn't in that group of

W nchester, Kentucky, so | can't comment on that.

Q Doesn't that go to ny point that -- if sonebody at

National MIk's proposed Wnchester, Kentucky, for
$2.00 --

(Court Reporter clarification.)
BY MR ENGLI SH:

Q Assunme for a nonent National MIk's Proposa

proposes novi ng Wnchester, Kentucky up by $2.00 a
hundr edwei ght - -
A Ckay.

Q -- which is where the Kroger plant is |located --

THE COURT: Wihich is what?
BY MR ENGLI SH:
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Q -- where the Kroger plant is |ocated, and at the
sane tinme, because you are reducing prices in North
Carolina, you are taking that up less than $2.00, | think
it's $1.60 at High Point; is that right?

A In North Carolina?
Q Yes.
A North Carolina we -- it was either $1.80 to
2 bucks.
Q Ckay. So $1.80. It's $1.80.
A Yeah.
Q Nonet hel ess, you are taking Kroger Wnchester --

National MIk's proposing taking Kroger Wnchester up nore
t han Hi gh Poi nt.
Isn't that an exanpl e where you have not preserved

the price relationship sonewhere?

A Well, again, | can't comment on -- on the
W nchester, Kentucky. | don't know enough of that area to
be able to comment on it.

Q | guess that may be ny ultinmate question is, did
any of the groups get together afterward and say, oh,
| ook, we better consult about this because down in North
Carolina we used price relationship, but we didn't do that
in Wnchester, Kentucky, and, therefore, we have created a
pr obl enf?

A. Did we have groups that got together and talked to

each other? Yeah. But did we tal k about your specific?

| don't -- | don't know. | wasn't in all the discussions.
You know, we -- we -- you know, |ike, for us, our furthest
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western plant is Asheville that we serve in North
Carolina. You know, | think Jeff already testified,
don't know t he geography, but |ike Asheville, for exanple,
the reason it didn't go up higher -- or it went up
higher -- let's see, what do | want to say here? Let ne
get ny right nunbers here.

The nodel had it 5.70, and we went -- we went up
t here, but not as nuch as the nodel, but went up nore than
say, like -- we didn't keep it the sane as the m ddl e of

North Carolina is the geography. It's a lot harder to get

to Asheville. You have got to go, you know, up -- | have
made that drive many tines -- and it's just not an easy
drive. It's not easy to get haulers that want to go up

t here.

And so that's why we felt like -- and it's a
little -- just a little south. |If you |look at the map,
it's just a little south of the H gh Point and
W nst on- Sal em pl ants, and so, you know, those two reasons
is why we -- why we -- we kept sone dollars there and
didn't -- and didn't take the full -- didn't reduce it as
much as we had reduced the others on the increase.

Q So you agree it's harder to get to Asheville,
correct?

A Yeah.

Q And, therefore, you nade a slight adjustnent to
the current price relationship, correct?

A. Yeah. And | don't knowif that's -- that m ght be

t he reason for Wnchester, Kentucky, or not. | don't
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know. | have never been there. | don't know.
Q But you did nmake an adjustnent -- or you nade a
| esser adjustnent to Asheville because of considering the

difficulty in driving in Asheville, correct?

A Uh- huh.
THE COURT: That was a yes?
THE WTNESS: Yes. |'msorry.

BY MR ENGLI SH:
Q But when it canme to Lynchburg versus Newport News,
you did not nmake an adjustnent because of the difficulty

of getting to Newport News, did you?

A. It's not a difficulty. The road's straight. The
road is flat. It's a timng iIssue.

Q Well, isn't that a cost? Timng issue a cost?

A. Well, we have been doing it for such a long tine.

Again, we just, we start receiving at 2, 3 o'clock in the

norning. It's not a topography issue.
Q | understand. It's a traffic issue, correct?
A. They have traffic issues even in Asheville, too.
Q But it's also a distance issue because it's

farther fromHarrisburg to Newport News than it is to
Lynchburg, isn't it? Fewer mles to Lynchburg from
Harri sbur g?

A. From Harri sburg to Lynchburg?

Q Yes, than it is to Newport.

A Yes. But not from Lancaster to Newport News. W
don't take Harrisburg mlk to Newport News, we take
Lancaster mlk to Newport News.
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Q | thought you testified earlier that both Newport
News and Lynchburg get their mlk fromthe sanme | ocation,
Harri sonburg.

A Harri sonburg, Virginia.

Q Yeah, Harrisonburg. |[|'msorry, | neant

Harri sonburg.

A. Ch, oh, oh. | thought you neant Harrisburg --

Q | may have m sspoke. | apol ogi ze. Harrisonburg.
A Yes.

Q It's a shorter distance fromHarrisonburg to

Lynchburg than it is fromHarrisonburg to Newport News,
correct?

A Yes.

Q And both those plants get the mlk fromthat

| ocation, correct?

A Yes.
MR. ENGLI SH: Thank you. | have no further
guesti ons.

THE COURT: M. Mltner.
CROSS- EXAM NATI ON
BY MR M LTNER
Q Good norning, M. John
A. Good nor ni ng.
Q My nane is Ryan MIltner. | represent Select Mk
Pr oducers.
|"mgoing to do ny best not to re-plow ground that
M. English covered. Bear with ne as | perhaps pause

bet ween poi nts here.

TALTY COURT REPORTERS, INC. 8441
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 Novenber 28, 2023

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

So if |I could sunmari ze your testinony, you have
spent a lot of tinme discussing how conpetitive
rel ati onshi ps were managed as National M|k devel oped a
Class | price surface.
Is that a fair sunmary?
A That's fair.
Q And part of that consideration is the distance
bet ween plants and m | k supplies.
| s that al so accurate?
A That's fair, yes.
Q You al so, in your testinony, provided sone
i nformati on about hauling costs. | have heard kicked
around this rule of thunb for our current economc
situation that perhaps $5.00 a loaded nile is a fair
hauling rate on a per hundredwei ght basis.
Is that -- is that consistent with your experience
at Maryland and Virgini a?
A That woul d be consistent with -- and that woul d be

a | oaded m | e?

Q Yes.
A Yes. So that woul d be as you nove | onger
di stances and have a -- what |'Il call a -- we call them

one-stop | oad where the farm produces enough m |k to nmake
a whole tractor-trailer |oad, and you are running | ong
di stance, | would agree with that.

Short distances, it's |like anything, you have nore
farms to nmake a load. Usually in our

Pennsyl vani a/ Maryl and area, you have nore farnms to nake a
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| oad, and so you have nore fixed costs and you are running
shorter mles, so you can't flatten out your fixed cost as
much. So that nunber woul d be higher.

Q Ckay. But as a -- perhaps as a | owest hauling
rate, $5.00 per |oaded mile would be a good base rate?

A Yes.

Q So if we had 500 hundredwei ghts on a full tanker
it's about a penny per hundredwei ght per mle, or nore --

A Yes.

Q -- to nove mlk?
A Yes.
Q And so as you presented several different price

rel ati onships, and M. English went through a nunber of
themw th you, I wanted to | ook at sone of those, and the
haul rates in particular, or the haul cost.

A Ckay.

Q If I ook at Landover to Frederick with a 55-mle
di stance between them if the nodel was showi ng a $0. 35
di fference between those two points, and it were at | east
a penny a mle to nove mlk, that spread that the nodel
enconpassed woul d not cover the haul cost between those
two points, would it?

A That's correct.

Q And if | ook at Phil adel phia to York, that's
about 100 m | es between those two points, correct?

A. Yeah. | think that's about right.

Q And so if the nodel is showi ng $0.20 between t hem

again, that -- the haul is not reflected in that spread,
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is it?

A That's correct.

Q And we have two nore that | wanted to | ook at,
Mount Crawford, Virginia, to Verona, again, 15 mles
bet ween the two and $0. 10 in the nodel.

Agai n, does the transportation cost get
enconpassed in that spread, in your opinion?

A Right. Yeah. And | would agree that -- that --
and that's | guess ny other argunent was, is that trying
to maintain, that's where | -- I'mtrying to balance two
t hi ngs between haul costs and custoner needs and
custoners, what they -- what their market is, what they
serve.

Q And then the | ast one, the Lynchburg to Newport
News, there's 200 m | es between those two points roughly,
correct?

A. That's correct.

Q And the nodel had $0.50 -- | believe $0.50 spread

bet ween those two points, correct?
A You said Lynchburg, right?
Q Yes.
A Yes.
Q Ckay. So 200 nmiles and a $0.50 spread.

Again, sane as the other three city pairings or

2023

four county pairings, the haul cost exceeds the spread for

t he nodel output, correct?
A That's correct.

Q Now, M. English al so asked you sone questions
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about what is enconpassed in the nodel, and we have plenty
of testinmony fromthe fol ks that devel oped the nodel that
explained that in greater detail, so | don't want to

bel abor that.

But in addition to the distance between points,

t he nodel takes into account where the mlk is | ocated,
correct?

A Yes.

Q And it takes into account where the plants are
| ocated, correct?

A Yes.

Q But does the nodel, to your know edge, take into
account where the mlk is affiliated in terns of whether
it's cooperative, affiliated, or independent m|k?

A. No, it does not.

Q And as far as the plants go, does it take into
account who is supplying those plants under a contractua
arrangenent ?

A No, it does not.

Q So the nodel is taking into account multiple
factors -- or let ne rephrase that.

There are business realities that your cooperative
experiences that are not enconpassed in the nodel,
correct?

A That's correct. | nean, one very easy one for ne
is schools. So schools start up in August/ Septenber, and
they let out May/June. The nodel doesn't do anything with

schools. And you might have a 10, 15% i ncrease in
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production at the plant that the nodel doesn't -- it --
you know, seasonality, things |ike that, the nodel does
not take that into consideration.

Q You also testified about certain custoners
specifications that Maryland and Virginia has to consider
when supplying mlk, correct?

A Correct.

Q The nodel doesn't take into account any of those
speci fic demands when it establishes these price

rel ationshi ps, does it?

A. That's correct. That's correct.
Q Now, as a cooperative -- and | don't think
Maryland and Virginia is unique in this respect -- you

have a network of mlk supply to optimze, don't you?

A. That's correct. Yeah.

Q You al so have a series or a nunber of contractua
rel ati onships with your own custonmers that you have to
manage, correct?

A That's correct.

Q Now, if you could explain for us just briefly what
that entails in terns of matching up your mlk supply with
your plants and what the geography of those rel ationships
entail .

A. So plants, you nean both the plants that we own
and plants that -- third-party custonmers that | supply?

Q Yes, please.

A. Ckay. So we serve nostly Cass | plants or fluid
plants. They may do a little Class Il work, but it's
TALTY COURT REPORTERS, INC. 8446
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nostly Class | plants. So we don't supply -- very little
to the cheese nmarket, and if they are, they are very snall
facilities.

So other than that, other than -- and | just
wanted to back up to give a broader scope of it -- other
than servicing those Cass | plants, we balance all the
mlk at our two ingredient plants, which | have tal ked
about earlier. So there's really -- if | divide our
custonmers into two pieces, two specific types of
custoners, one is traditional HTST, high tenperature short
time custoners, and the second one is ultra-pasteurized
custoners. So we have those two type of custoners.

So many of the HTST plants don't take -- don't run
seven days a week, so that's one of the chall enges.

They -- they will -- they -- sone of themrun five days a
week, sonme will run six days a week, but very few of them
run seven days a week, which neans there's a chall enge

on -- they don't take the same anount of | oads every
singl e day of the week. Mny of them al so take nore

vol unme on Wednesday -- let's say Tuesday, Wdnesday,
Thursday, and | ess on a Friday, Saturday, Sunday, so
there's that bal anci ng.

Then if we nove over to the ultra-pasteurized
plants, all the ultra-pasteurized plants that we serve
al so run non-m |l k beverages. So we not only have to
bal ance that plant froma mlk standpoint and what they --
what their orders are, but if they have a major custoner

that -- that's a non-m |k custoner that cones to them and
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says, you nust run, you know, this run for ne, we'll have
changes in the mddle of the week sonetines. It's just --
it's nore balancing. | have often thought that

ultra-pasteurized woul d be | ess bal ancing, but in our case
it's actually been nore bal ancing that we have had to do.
So does that kind of answer your question?
Q It does, and let me delve into a little further
| nmean, Maryland and Virginia has conpetitors when
it conmes to the procurenent of mlk fromthe farm doesn't
it?

A. Absol utely, yeah

Q Ckay. And who are sone of those conpetitors that
you have in the areas where you operate?

A. Well, 1'd say the -- the major conpetitors are
going to be, obviously, DFA and Land O Lakes, and then we
have -- there's many snall er cooperatives and i ndependents
on top of that.

Q Now, each of those entities conpeting with
Maryl and and Virginia for mlk procurenent, are those sane
entities conpeting with Maryland and Virginia to supply
pl ants and custoners?

A That's true.

Q So is it the case that Maryland and Virginia m ght
have a contract to supply a fluid plant, but the cl osest
farms to that plant would be obligated to provide their
mlk to one of your conpetitors because they are a nenber
of anot her cooperative?

A That is true. That is true.
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Q And in that case, would the mlk that is cl osest

to the plant necessarily be delivered to the plant?

A. Not necessarily.

Q Sone cases it would be, correct? There would be
an arrangenent to -- to optimze sone efficiencies, but --

A Yes. And |I'll give you another exanple that

conplicates things a little nore.

As | -- as | -- one of ny exanples about the
Virginia M1l k Comm ssion. The Virginia M|k Comm ssi on
assi gns whose ml| k goes into whose plant. And so, for
exanpl e, nost of the Virginia MIlk Comm ssion mlk that
goes into Newport News is not our mlk, it's sonebody
else's mlk that owns Virginia base, so that creates nore

conpl i cati on.

Q And is that -- is that reality reflected in the
nodel , to your know edge?

A No. No.

Q You al so tal ked about daily and weekly bal anci ng

of plants just a mnute ago. To your know edge, is the
daily fluctuation demand from i ndividual plants
enconpassed in the nodel ?

A No.

Q Does Maryland and Virginia use receiving credits
or other tools to help offset those costs?

A. W do in sone areas. Sone areas the conpetitive
nature doesn't allow us to do that.

Q You nentioned the conpetitive nature, and that

kind of, | think, is going to help tie up ny questioning
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her e.

If I look at the end of your statenent, it's the
first paragraph on page 7 in the second sentence, and it
reads: "Nanely, that the Cass | differentials needed to
i ncrease to cover the additional costs of servicing fluid
mlk markets and to maintain current price relationships
between fluid mlk markets to avoid, as nmuch as possi bl e,
unnecessary or unwarranted changes in conpetitive
rel ationships."”

You have two different concepts in there, as |
read that. You tal k about current price relationships and
conpetitive relationshi ps.

Now, when you refer to current price
rel ati onships, you are tal king about the differentials
that are in the current Cass | surface, correct?

A Correct.

Q So that comes fromregulation as it stands today,
correct?

A Correct.

Q But when you tal k about conpetitive relationships,

those are the results of the business decisions and
economc realities that Maryland and Virginia faces, isn't
it?

A Yes.

Q Those conpetitive relationships have to do with
who your custoners are, correct?

A Correct.

Q To a | esser extent, who your nenbers are, correct?
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A Correct.

Q And it is those realities that -- that in Maryl and
and Virginia' s opinion, and National MIK's, require
deviation fromthe nodel as a straight output?

A That's correct. That's correct.

MR MLTNER | think that's all | have. Thank
you very nuch.

THE W TNESS: Thank you.

THE COURT: Dr. Cryan.

DR. CRYAN. Thank you, Your Honor.

CROSS- EXAM NATI ON
BY DR CRYAN:

Q "' m Roger Cryan with the Anmerican Farm Bureau
Federation. | want to followup a little bit on sone of
the things M. MItner was tal king about regarding the
limtations of the nodel wth respect to the | ocal
ci rcunst ances.

Do you understand the nodel assunes --
essentially, it's an engineering solution, a one -- |ike
one -- one giant hand directing all mlk to be sent in all
the nost efficient channels possible to mnimze the cost
of shipping; is that right?

A That's correct. Yeah.

Q So it doesn't really account for conpetition. W
believe in conpetition in this country.

A. Ri ght.

Q And this is -- this is a solution of one conpany

ran everything and sonehow managed to be efficient.
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But this doesn't account for conpetition, right?
A That's correct.
Q And it's typical for nearby conpeting plants not
to allocate their market according to where the nost
efficient, you know, novenent of mlk is, but to conpete

within a larger market; is that correct?

A. Yes, that's correct.
Q And so those -- those nmarkets naturally overlap
A Yes.

Q And that -- would you say that's fundanental |y why
so many of the anal yses presented in defense of this -- of
these adjustnents are trying to align mlk markets where
there's -- where there's a substantial conpetition, a
substantial overl appi ng conpetition?

A. Yeah, that's what we tried to do based on our
years of experience.

Q Ckay. And that reflects a difference between the
actual conpetitive market and the sort of efficient
engi neering allocation of the nodel.

A Yes.

Q Ckay. And woul d you agree that essentially --
this is to restate just one nore tine -- the nodel
essentially represents the absolute mnimal, the absolute
m ni num di fferential anong | ocations that woul d be
required in the nost efficient way to -- to nove mlKk
across the country?

A Yeah.

Q Ckay. Which is -- which is going to be a
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principle that woul d necessarily be a bit |lower than -- a
bit | ess expensive than, you know, the actual nessy worl d?
A. Yes. Yes. Absolutely.
Q Ckay.
DR CRYAN. That's it. That's all |'ve got.
Thank you very nmuch. Thank you.
CROSS- EXAM NATI ON
BY MR LAMERS:

Q Good norning, M. John

A Good nor ni ng.

Q Mark Laners representing Laners Dairy. W have a
small fluid mlk plant in Wsconsin. Just a coupl e of
gui ck questi ons.

A Sur e.

Q |"mnot real famliar with the nodel, not being
present for all the testinony that was here, but do you
know with the suggested Class | differentials, was that
reconciled with the actual costs associated? 1s that how
t hat nunber was arrived?

A The -- the --

Q Dol | ars generated in the pool

A Are you tal king about the nodel, the -- how the
nodel was -- the spatial nodel was devel oped?

Q Yes. National M|k Producers' proposal for
increasing Class | differential, were those
differentials -- they generate a certain anount of nobney
into the pool, correct?

A Yes.
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Q And was that dollar amount reconciled wth the
costs associated with serving in the Cass | market?

A. | would say that -- that -- | don't -- | don't
know t he answer directly to your question. Wuat | would
say is that -- that the -- and I don't know if |I'm not
under st andi ng your question -- but what |'d say the nodel

refl ected, what Roger was just saying earlier, is it tried

to reflect the -- in a perfect world, the novenent of
mlk -- or anything, | guess, it could be anything
really -- but in this case, the novenent of mlIk from you

know, supply points to destination points.

Q Ckay. In looking back at your Table 2, | did sone
qui ck mat h.

A Ckay.

Q And | ooking at the roundtrip, 171 mles, with the
difference in cost onthat, if ny math is correct, it
| ooks |i ke about $0.46 a hundredwei ght.

A That woul d be correct.

Q And then for Northeast Order 1, they have a
proposed i ncrease of $1.767

A Yes.

Q Ckay. So | ooking at those nunbers for the anount
of Class | mlk in the pool for Federal Order 1, when you
take out that $0.46, that |eaves about $1.30 for any
addi ti onal costs?

A Yes.

Q And ny question was, that $1.30 generates about

$8 mllion into the pool.

TALTY COURT REPORTERS, INC. 8454
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

| s that nunber ever reconciled when conposi ng
these Class | differentials, as to that's the actual cost
of what it takes to service that market?

A. So | can't speak to, you know, everybody el se,
but, you know, as ny discussion with Nicole earlier, and
as | have shared with others about our increased costs to
serve Class |, that, to ne, is both in what |I'Ill| cal
Grade Aplus mlk to the Cass | market, and then al so
suppl ying -- or also balancing, the extra bal anci ng needs,
woul d easily make up that difference, if that's what you
are asking about making up that difference between the
40-sone cents and the, say, $1.65.

Q Yeah. | guess | have a hard tinme personally
reconciling that nunber in ny mnd, operating a fluid
plant |ike | do, that that anount of noney woul d be
justified for this.

A. It is-- 1 will agree with you, it's big dollars.
It's hard to imagi ne, but when we sit down and | ook at the
actual, do the actual math on what it costs to bal ance,
what it costs to service custoners, the -- you know, al
the costs have gone up. The extra testing, the extra
manpower that we have to have in order to serve O ass |
Let alone, and I didn't even get into all the
sustainability efforts today that are just a requirenent
to serve. And that's probably not just Class |, that's
probably everywhere, but in our case, we serve C ass |
Just the requirenent, you know, you have to be FARM

certified. And that's not just animal care now, it's
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enpl oyee welfare, it is environnental care, it's, you

know, what's your greenhouse gas em ssions, and how are

you going to reduce that and becone net zero. | nean,

it's on and on, all those things like that. And |

di dn't

even get into all that, adds a ton of cost to servicing

t he mar ket pl ace.

Q And that all should fall back on the d ass

consuner ?
A. Well, should it fall on the dairy farmer? nmean
| don't think it should fall on -- | don't think it should

all fall on the dairy farnmer. That's what |'mhere to

testify about.

Q Wel |, just one other question. You had nentioned

earlier two plants closing.

Do you know if they were cooperative-owned pl ants

or proprietary plants?

A. They were both proprietary-owned plants.
Q Thank you.
A Uh- huh.

THE COURT: Thank you, M. Laners.
M. Rosenbaum
CROSS- EXAM NATI ON
BY MR ROSENBAUM

Q St eve Rosenbaum for the International Dairy Foods

Associ ati on.

Just to follow up on the questioning there.

nmenti oned the FARM program correct?
A Yes.

TALTY COURT REPORTERS, INC.
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Q That's a programthat relates to ani mal care and

t hings of that nature, correct?

A. That's one aspect. It now has three nodules to
it.

Q And -- but there's -- that -- that's not a
Class |-oriented program correct?

A. No, it's not. And | said that. It's not.
It's -- you know, in our market, because that's what we

serve, it is. But, yes.

Q | mean, you are pretty unique in that respect,
correct? That you are serving such a |arge portion of
Class | mlk, correct?

A. Probabl y, yeah.

Q It'd be irrational for the USDA to accept your
particul ar unique circunstance as the phil osophy that

shoul d be adopted nationwide; is that fair?

A. | have been told | have been uni que before.
Q Well, do you agree with ny statenent?
A Yes.
Q Ckay.
MR. ROSENBAUM That's all | have. Thank you.

THE COURT: Are there other questions before we
take a break and then we'll cone back to the Agricultura
Mar ket i ng Servi ce?

Al right. So when we return, we'll go with the

Agricultural Mrketing Service questions. Please be back,

ready to go at 11:15.
W go off record at 11:00.
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(An off-the-record discussion took place.)

THE COURT: Let's go back on record.

We're back on record. It's 11:16.

Questions for the witness fromthe Agricul tura
Mar ket i ng Service?

CRCSS- EXAM NATI ON
BY M5. TAYLOR

Q Good norni ng.

A. Good nor ni ng.

Q Ckay. | want to start on page 3. And | just want
to ask just a few -- | want to nake sure everything's
crystal clear on the record.

In the mddle of that first big paragraph you have
a sentence that says, "In the face of enornous
transportation cost increases, that nmeans the nechanismto
attract mlk fromsupply points has becone |ess
effective.”

And | just want to make sure you are clear on --
on the record, of what you were referring to as "the
mechani sm "

A Okay. The nechani smwould be the O ass |
differential.

Q Ckay.

A Yes.

Q And then in the second paragraph there you are
tal ki ng about your internal hauling subsidy to cover these
additional transportation costs.

| was wondering if you could talk a little bit

TALTY COURT REPORTERS, INC. 8458
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

nore about how that works for Maryland and Virginia?

A Sure. So -- so with each nonth we have to | ook at
what we deduct off of our nenbers. | nean, that's right
on their statement. Mst of the tines it does not cover
the full cost of noving that mlk, because it's in arrears
of what -- we project what we think is going to happen in
the nonth and -- but the nonth never goes the way we
figure it's going to go. And so we always have extra
costs afterwards, and so that beconmes an additional cost

that we basically spread that over all of our nenbership

as a -- as a -- call it a subsidy, that additional cost
out of there. 1It's not -- not their regular hauling rate,
per se, but it becones a cost that had to -- had to be

paid to nove that mlk in that given nonth.
Q Ri ght.
So just so we're clear, then, your nenbers have a
hauling rate that they are charged?
A Yes.
Q And that is what you are saying could change

nmont hl y?

A No, that -- that's -- that stays.

Q So that's flat?

A Yeah.

Q In addition, there's a hauling --

A. W call it a subsidy.

Q -- subsidy or --

A. O what actually -- what -- you know, |ike, for
exanpl e, we never know if we're going to nove -- in ny
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conversation with Chip, we never know when we're going to
nove the mlk from Franklin County to North Carolina, for
exanple. And that cost has to be -- any cost that isn't
recovered through the differentials or through
transportation credits, for exanple, there's always
addi tional cost left over. That is not part of, say, the
| ocal haul rate that a producer pays, so that has to be --
that has to be paid sonehow.

Q And that's a deduct off the checks --

On a hundr edwei ght basi s?

A Yes.

Q -- to the nenbers?

A Yes.

Q And is that rate -- is that spread evenly?
A Yes.

Q

A

Yes.

Q On your Table 1, the three routes -- yeah, the
three routes you picked as exanples, how did you pick
t hese routes?

A well, first of all, we wanted to make sure that --
and | hope I'mgetting to the answer to your question --
but, first of all, we wanted to nmake sure we had routes
that were around in 2008 and al so around in 2023 so we
could |l ook at the sanme routes. W wanted to keep it as
consi stent as possible so that we were actually conparing

appl es to appl es.

We | ooked at kind of a traditional route. | can
honestly say that that -- that Federal Order 1 to Federa
TALTY COURT REPORTERS, INC. 8460
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Order 5 is noving mlk from Franklin County, Pennsylvani a,
to -- to North Carolina, since we tal ked about that so
much.

And the Federal Order 1 to Federal Oder 1 is
basically just -- where it's a route that's been around
for along tinme and it's well-established.

Q Ckay. And the mleage on these, are they
representative of the typical mles per load in those --

A Yes.

Q -- those routes?

A. Especially -- the Federal Order 1, that's, you
know, a route to the -- fromthe farmto a plant is going
to be -- if you just take half of that, the distance is
going to be right around 85 mles. That's normal for us.
We don't have -- we don't have -- sone of our |argest
volunme is noving mlk into Maryl and out of Pennsyl vani a,
so that's what, you know, drives sone of that up, and then
nmoving it from West Pennsylvania to Eastern Pennsyl vani a,
that drives that mles up a little bit.

The -- one of the things | didn't do that |
probably coul d have done on the Federal Order 5 to Federal
Order 5, which is, again, |ooking at 303 roundtrip, or say
150 one way, | could have | ooked at, okay, how -- you
know, what was that average | ocal haul, say, back in 2008
conpared to what the average |ocal haul is today? | know
it's nore because there's less farns and there's |ess
plants. So the farm the mlk that's left has to travel

further. And I -- you know, that would have been a good
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analysis to look at, | just didn't do that, but | know
that to be true.
Q And you tal ked about how the costs are included,
bot h assenbly and destination costs.

And so | think it's -- it's typical in these
orders, but | want to nmake sure it's clear, that these
routes have multiple -- all of them probably have nmultiple
stops in the route. It's not a one farm--

A. Wth the exception of the mddle scenario there,
which is --

Q That is one farnf

A. Yeah, that would be one farm

Q Ckay. And does Maryland and Virginia own its own

fleet of trucks?

A No.
Q No.
So -- so when you tal ked about increasing the

average | oad size --

A Yes.

Q -- that's increasing what's allowed on the road,
but then it's up to the hauler to nake sure they have a
truck that would be --

A. Absolutely. Yes. So that's not an easy task --

(Court Reporter clarification.)
THE WTNESS: So is it ny turn?
BY M5. TAYLOR
Q | think so
A. Ckay. Sorry about that.
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So, yes, we have about 30, 32 contract mlKk
haul ers, and we do not own our trucks or trailers. So
this is all a negotiation to try to get themto buy |arger
trailers and to, you know, nove mlk nore efficiently and
that type of thing. It's -- you know, it's a little
har der convi nci ng sonebody sonetines to buy brand new when
t hey have got a fully depreciated trailer that works just
as well, you know And so I'd like to -- probably if we
had our own trailers, we would have that even better than
that, but we -- we don't. So..

Q Ckay. Al right. Turning to page 5. In your
bott om exanpl e of Landover and Frederick. | think the
nodel results canme back that there would be $0.35
di fference between the two | ocations where currently
there's only a $0.10 difference. And you talk in that
| ast sentence on the page that the $0.35 difference would
create an artificial conpetitive advantage of one
processor over anot her.

And | was wondering if you could expand on what
you nean by "artificial conpetitive advantage."

A Sure. | guess | go back to ny econom c cl asses
but -- when | say that. So $0.35 per hundredwei ght is,
what, 2.5, naybe $0.03 per gallon difference, and if they
are conpeting for the sane marketplace, and they are,
the -- we're using the Federal Order -- I'Il just say it
that way. |If this would get adopted, if the nodel would
get adopted as the Federal Order price, we would be using

the Federal Order as a vehicle to create a conpetitive
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advant age for one processor over another and -- that --
that are currently serving the sane marketplace. And to
me, that creates an artificial nmarket that -- that gives
sonebody an advantage over another, | guess that's what |
was getting at when | said that.

Q And when you say "artificial" -- excuse ne, they
conpete in the sanme marketpl ace, you are tal king about on
t he sal es side?

A Yes. Yes.

Q So we have talked a | ot about the mlk shed side.

| just want to --

A. Yes. I|I'msorry. |'mtalking about the sales
si de.

Q Ckay. Let's see. On your |ast page -- well, two
guesti ons.

One, there was sone di scussion of the
transportation credit provisions down in the Southeast
area. And | have asked questions of other w tnesses on
that, but | wanted to ask another question that | don't
think that's come up

The way it's set up, current ones, and the way
that the proposed ones, | have no idea if they would be --
continue to be reconmended or adopted, but let's say if
they are, but as proposed, do they net out any
differential gain? Does it account for the fact that
there's maybe a gain in differentials in noving sone of
that m |l k?

A. So as |'ve | ooked at it, and | ooking at

TALTY COURT REPORTERS, INC. 8464
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

especi ally, again, using our exanple of Franklin County to
North Carolina, or you could even look at it from
Lancaster to North Carolina, with the new differentials,
because in the math equation, to do a transportation
credit calculation you have to subtract off the difference
between the differentials, the differential at the supply
point and the differential at the destination point. And
by increasing the curve and nmaking a greater difference in
dol I ar amobunt between the differential at the supply and
t he destination, which is what National MIKk's proposal
Is, that actually lowers the transportation credit.

So they -- they kind of, | don't know what the
right termnology is there, but it does -- it does, |
t hi nk, take that into consideration. So..

Q Thank you.

A Uh- huh.

Q And then just a big picture thing. As | have read
your testinony and heard the cross and | ook at, you know,
particularly the guiding principles that you listed on the
| ast page, right? Wat | think | heard was, generally
right nowmlk is going where it needs to go?

A Yes.

Q But that's not because necessarily all the costs
are covered through the Federal Order progranf

A That's correct.

Q And so your principle was to -- or the Nationa
M Ik principle, as you understood it, is to increase the

differentials to reflect sone of that additional cost in
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your m nd?

A Yes.

Q And -- and to the best extent possible, naintain
these current pricing relationships, but that wasn't --
I"mtrying to think of the word. You used the caveat, "as
much as possible.”

A Yes.

Q | guess that's what I'mtrying to point out. So
generally things are working, but you did need to tweak
sone things in that.

And what | heard -- because there was sone cross
onit, too -- was, yes, mlk is going where it needs to
go, but that doesn't nean it's doing it because the
Federal Order differentials are naking that happen?

A That's right. That's right.

Q Ckay.

A. It helps to have a good year like 2022 in mlk
prices, but to -- because of the subsidy that | was
tal ki ng about earlier. It nakes the subsidy seemsmaller,

but it's really not, you know, as we know.
Q Ckay.
M5. TAYLOR That's it for AVMS. Thank you.
THE W TNESS: Thank you
THE COURT: M. John, was there anything el se that
you wanted to clarify or expand on so that there's a good
under st andi ng of what you presented with today's
testi nony?
THE WTNESS: Not at this tinme.

TALTY COURT REPORTERS, INC. 8466
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 Novenber 28,
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

THE COURT: Thank you so nuch.

Ms. Hancock.

M5. HANCOCK: Thank you, Your Honor.

REDI RECT EXAM NATI ON
BY MS. HANCOCK:

Q M. John, just a couple of brief foll ow ups.

We tal ked earlier about the costs in -- of the --
procuring mlk related to the additional requirenents
beyond the G ade A standards.

A Yes.

Q And then we tal ked about bal ance, al so the work
that you do in balancing the mlk that you have. And I
forgot to ask you about the costs that were associ ated
wi t h bal ancing that m | k.

Did you cal cul ate that by any chance?

A Yes. Yes, we did. W said that that was another
$0. 60.

Q Ckay. On top of the other costs that we have
al ready di scussed?

A. Yes. So if you add the two, the two Grade A plus
and the extra bal ancing, we would say that those added

t oget her woul d be a mi ni num of $1. 20.

2023

Q Ckay. And can you just give ne sone understanding

about what is included in that $0.60 cost?
A. On the bal anci ng si de?
Q On the bal anci ng si de.
A. So, again, you have your normal -- you have your

normal bal ancing -- what we call nornal, naybe it's not
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normal to anybody el se -- but you have seasonal bal ancing
with schools. And schools are not just, you know, in
season. You al so have, then, holidays, and the push and
pull on the flow of mlk that that creates in the
hol i days.

You al so have, as | have stated earlier, you have
different differences in the days of the week. You wl|
have a hi gher draw, especially on a Tuesday, Wdnesday,
Thur sday, than you woul d over the weekend. You have
Class | plants that don't receive mlk evenly all seven
days of the week.

And then, as | shared earlier wth
ultra-pasteurized plants that we serve, and we serve quite
a few, they are all -- they all have nondairy in their
pl ants, and that creates additional challenges as they
deal wth those custoners. Sone can be very demandi ng,
and that can -- that can change pretty nuch on a weekly
basis with us, where naybe they take 20 | oads a day this
week, and next week they are down to 15 | oads a day, and
just because of the requirenents that nondairy custoners
put on them

Q Ckay. Thank you for that.

And then one nore followup. You -- in talking
with M. English, you were tal king about price alignnments
and |l ooking to create sonme relativities as you were
| ooking at the map. And he asked you if that was the
definition of orderly marketing, and | think that you

responded that yes, that -- that was.

TALTY COURT REPORTERS, INC. 8468
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

Do you recall that?

A Yes.

Q | " mjust wondering if you could el aborate on that
alittle bit. Because what I'mtrying to figure out is,
are you saying that -- that that is the only way in which
you believe that an orderly market condition could occur
is if you created the sane alignnents that currently exi st
with -- with whatever is being proposed to the USDA now?

A. No. No. And | think you have to |look at -- you
have to | ook at the -- you know, the whole picture, not
just one aspect of it.

And, again, like |I was sharing earlier, if we | ook
at the -- specifically with differentials, if you | ook at
the increase in differentials in Federal Order 1, our
group was right in the $1.60 or $1.65 to $1.70 range
pretty much. And when we went down to Order 5, we tried
to keep that range of increase about the sane again, so
that we didn't have too nuch of a big gap between, really,
the Federal Order 1 area and the Federal Order 5 area,
creating sone kind of a weird market situation. So that's
why we -- the group worked on trying to keep that in that
$1.80 to $2.00 range.

So that's another aspect to try and keep things --
trying to keep that increase, you know, reasonabl e between
what ['ll call between geographical regions. So that's --
that's outside of even |ooking froma custoner standpoint
and all that.

So there's other aspects that went into it to try
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to keep things as orderly as we possibly could. So..
Q Ckay. Thank you for that clarification

M5. HANCOCK: Your Honor, at this tine we woul d
nove to admt Exhibit 359 into evidence.

THE COURT: |Is there any objection?

There is none. Exhibit 359, also marked as
NVMPF-41, is admtted into evidence.

(Thereafter, Exhibit Nunber 359 was received

into evidence.)

THE COURT: Thank you so nmuch, M. John. You may
step down.

A docunent's being distributed. Let's go off
record.

(An off-the-record discussion took place.)

THE COURT: Let's go back on record.

W' re back on record at 11:39.

M5. HANCOCK: Thank you, Your Honor. W have
Skylar Ryll as our next wtness.

THE COURT: Thank you.

M5. HANCOCK: And we have -- | Dbelieve that we
have six exhibits that we'll mark in support of her
testinmony, the first one being Exhibit NWPF-42.

THE COURT: 42, so that will be Exhibit 360.

(Thereafter, Exhibit Nunmber 360 was narked

for identification.)

MS. HANCOCK: And then we have Exhibit 42A,
Nati onal M Ik Producers Federation-42A.

THE COURT: Al right. That will be 361,
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Exhi bit 361.

(Thereafter, Exhibit Nunmber 361 was narked

for identification.)

MS. HANCOCK: Then we have Exhibit NWMPF-42B, |ike
boy. That's Exhibit 3627

THE COURT:  Yes.

(Thereafter, Exhibit Nunmber 362 was narked

for identification.)

M5. HANCOCK: Exhibit NWPF-42C, |ike cat, we'll do
363.

THE COURT:  Yes.

(Thereafter, Exhibit Nunber 363 was narked

for identification.)

MS. HANCOCK: Exhibit NMPF-42D, as in David, we'l]l
do Exhi bit 364.

(Thereafter, Exhibit Nunmber 364 was marked

for identification.)

M5. HANCOCK: And then finally, Exhibit NWVPF-42E,
as in Edward, we'll do Exhibit 365.

(Thereafter, Exhibit Nunmber 365 was marked

for identification.)

THE COURT: Al right. Good.

Wul d you state and spell your nane?

THE WTNESS: Skylar Ryll, S-K-Y-L-A-R R Y-L-L.

THE COURT: Have you previously testified in this
pr oceedi ng?

THE W TNESS: No.

THE COURT: |'d like to swear you in.
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SKYLAR RYLL,
Being first duly sworn, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON
BY MS. HANCOCK:

Q Good norning, Ms. Ryll. Did you prepare exhibit
NVPF- 42 that we have marked as Exhibit 360 as your witten
testinmony that you are prepared to give today?

A | did.

Q And then we have narked your attachnments for -- as
Exhi bits 361, 362, 363, 364, and 365.

You wi Il be tal king about those exhibits
t hroughout the course of your testinony; is that right?

A Correct.

Q Wul d you provide your statenent in Exhibit 360,
pl ease.

THE COURT: But before you begin, let's go off
record just a nonent.

(An off-the-record discussion took place.)

THE COURT: We're back on record at 11:42, and

have before nme the docunents that were just identified and

mar ked.

And you may proceed.

THE WTNESS: Thank you for having ne today and
having this hearing. | am Skylar Ryll, the assistant vice

president of m |k marketing operations for Dairy Farners
of America's Northeast area based in East Syracuse, New

York, and have been enpl oyed with the cooperative for over
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13 years.

During this time |I have been focused on mlk
mar keting, transportation, analytics, and overall
operations of DFA in two specific geographic regions: The
Western area covering California and Nevada, and the
Nort heast area covering 13 states from Maryland to Mi ne.

| earned ny bachel or of science from Cornel
Uni versity, majoring in aninmal science with a focus on
agribusiness, and | also hold a master of business
adm ni stration from Syracuse University. Prior to college
| showed registered dairy cattle around New Engl and and
wor ked on a dairy farmin New Hanpshire.

DFA is a global m |k marketing cooperative that
i ncl udes nenbership and operations wthin the Northeast
region of the United States.

M5. HANCOCK: |I'mgoing to interrupt just a
monment. |If you just would read just a little bit slower
just so --

THE W TNESS: Sorry.

M5. HANCOCK: -- we can nake sure we save our
court reporter.

THE COURT: And al so, would you just twist the mc

alittle -- no, the base of it alittle, so it's pointed
nore toward where your nouth is. | think that would be
perfect.

THE WTNESS: During 2022, DFA had 2, 437
farmer-owners within its Northeast area and narket ed

approximately 12.3 billion pounds annually, with the
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maj ority pooled on Federal Order 1. Roughly 20% of our
farmer-owner mlk is picked up and delivered across the
region by DFA s transportation fleet, DFA Northeast
Logistics. Additionally, DFA owns and operates 14 dairy
manuf acturing facilities wthin the Northeast area that
receive raw mlk to nmake a variety of products, including,
but not limted to, HIST and ESL fluid mlk, and mlKk
products, cream condensed skim nonfat dry mlk, and
whol e m | k powder.

The facilities operate as pool distributing
pl ants, pool supply unit plants, pool supply system
pl ants, and partially-regulated plants wthin Federal
Order 1. This facility count does not include DFA s
facilities located in Sharpsville and New W1 m ngt on,
Pennsyl vani a, as they are outside of DFA s Northeast area
whi ch does not include the western portion of
Pennsylvania, as it is part of DFA' s M deast Area.
Additionally, there are several other plants that operate
within the Northeast that do not receive raw m |k but do
receive mlk conponents to nake coffee beverages, ice
cream and specialty concentrates.

Today | amtestifying in support of Proposal 19 as
subm tted by NVPF as included in the heari ng announcenent.
The proposal requests updates to the Class | differential
pricing surface based upon changing dynamcs relative to
the increased cost of hauling mlk, |ocation changes of
farnms and fluid m|k processing, and overall increases in

cost of production.
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My col |l eague, Jeff Sins, provided a recap of the
process that was used to determ ne the appropriate C ass |
differentials to include within the proposal. The process
utilized work done by Dr. Mark Stephenson and Dr. Chuck
Ni chol son fromthe University of Wsconsin, assessing mlKk
fromsupply points to processing plants and then novi ng
finished dairy products to demand points known as the
USDSS nodel. This work was then assessed by many nati onal
and regional mlk marketing experts from around the
country, like nme, who then applied practical know edge
about m Ik novenents to determne the ultinmate
differentials that were proposed.

In the followng testinmony I will provide
addi ti onal comrentary about how the Northeast region of
st akehol ders determ ned the appropriate differentials
within our region and share key contributing factors that
signify an adjustnent is necessary.

The Northeast stakehol ders is conprised of
representatives fromAgri-Mark Dairy Cooperative, DFA,
Land O Lakes, Inc., Maryland and Virginia M|k Producers
Cooperative Association, Inc., and Upstate N agara
Cooperative, Inc.

In addition to ny own testinony, other milk
mar keting experts from sonme of these cooperatives will be
provi ding testinony supporting the proposal for specific
regions in mlk novenments within the Northeast.

Addi ti onal testinony supporting the Northeast region wll
be provided by Scott Werne from Agri-Mark Dairy
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Cooperative and M ke John from Maryl and and Virginia, who
you just heard from

Many dynam cs have inpacted the need to update the
Class | differential pricing surface across the country,
and the changes within the Northeastern states provide
sone clear exanples of these systemc shifts within the
i ndustry since 2000.

M| k production has changed across all states
wi thin the Northeast since 2000. States that represent
the Northeast are the states of Connecticut, Del aware,

Mai ne, Maryl and, Massachusetts, New Hanpshire, New Jersey,
New Yor k, Pennsylvani a, Rhode Island, Vernont, and
Virginia. According to the USDA, all but one of the
states within the Northeast decreased m |k production from
2000 to 2022, as shown in Table 1 and Map 1.

The decreases seen across the 11 states of
Connecticut, Delaware, Miine, Mryland, Massachusetts, New
Hanpshire, New Jersey, Pennsylvania, Rhode Isl and,

Vernmont, and Virginia anmounted to 3.043 billion pounds per
year of mlk from 2000 to 2022. Gowh in mlk production
in New York nore than conpensated for the conbined loss in
these states wwth growh of 3.739 billion pounds per year
from 2000 to 2022. Overall m |k production grew by

696 mllion pounds, or 2.2% from 2000 to 2022, led by the
growh within the state of New York.

It is inportant to note that along with
significant changes in mlk production across the

Nort heast states, there was also a transformation in the
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resident population in each state inpacting the nunber of
potential dairy consuners and changi ng the | andscape for
how farm m | k and processed packaged mlk is noved to neet
consuner denand.

Total resident popul ation across the area grew by
alnmost 6.1 mllion people, or 9.1% from 2000 to 2022, as
seen in Table 2 below. The states with the nost
popul ati on growth from 2000 to 2022 were Maryl and, New
Jersey, Pennsylvania, and Virginia. These four states
correlate with sone of the highest m Ik production
declines seen within the Northeast region with declines of
509 mllion pounds, 157 mllion pounds, 1,207 mllion
pounds, and 476 mllion pounds, respectively. This
i ndicates that m |k production is decreasing in regions
where the resident population is increasing in the
Nor t heast .

In addition to the noted changes in resident
popul ation, it's also inportant to | ook at how the per
capita consunption of m |k beverages, along with mlk
production, has changed by Northeastern states. The U S
per capita sales of fluid m |k products averaged
approxi mately 197 pounds in the year 2000. By the year
2022, this volune decreased 67 pounds to approxi mtely
30 pounds per person.

THE COURT: Let nme stop you there. Approximtely
what ?

THE W TNESS: 130 pounds per person

THE COURT: Al right. And while | have you
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st opped, above, the three sentences -- or two sentences
that you just read on page 5 is Table 2. Wuld you just
tell us what table that is by its title and its source?

THE WTNESS:. So the Table 2 is Resident
Popul ation in Northeast States, and the source is the
Uni ted States Census Bureau.

THE COURT: Thank you. You may resune.

THE WTNESS: These figures were cal cul ated by
dividing the sumof the total -- or the nonthly total
fluid mlk products fromthe USDA AMS' estimated fluid
m |l k sal es page by the sumof U S. Census Bureau resident
popul ation for each U S. state and Washington D.C. for the
years 2000 and 2022.

Al t hough there has been an overall decline in
consunpti on per person, sone states have seen a rapid
increase in the percentage of mlk that needs to be
brought in fromout of state to neet consuner demand for
m | k beverage due to changes in resident popul ation and
m | k production. This has resulted in increased
transportation costs to bring mlk supplies to these mlKk
deficit regions for processing, and ultimtely for
consuner consunpti on.

To show these trends, DFA has estinmated the total
pounds of m |k beverage required to neet demand per state
by taking the state population nultiplied by the
cal cul ated national per capita mlk beverage demand, as
state level data is not currently available for mlk

beverage demand. After m |k beverage demand by state has
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been estimated, it is then divided by the state mlKk
production to determ ne the beverage demand conpared to
m | k producti on.

Tabl e 3 denonstrates these cal cul ations for 2000
and 2022 in the Northeastern states and included in
Appendix 1 is a conplete listing of the states in which
this cal culation was perforned. The data shows how t he
per cent age of beverage demand in each state has changed
relative to mlk production.

As you can see, during both 2000 and 2022, the
five Northeast states of Rhode |sland, New Jersey,
Massachusetts, Del aware, and Connecticut required nore
m |k for consuner demand than is produced within the
state, making themm |k deficit states. However, four of
these five states saw rapid increases in their reliance on
out-of-state mlk production to satisfy estimted consuner
demand from 2000 to 2022. |In fact, npbst Northeast states
i ncreased their beverage demand conpared to m |k
producti on percentage from 2000 to 2022. And by | ooki ng
at the full list within Appendix 1, sone of the states
within the Northeast are sone of the nost mlk deficit
states in the U S., matching or exceeding the deficit of
nost of the Southeastern states.

Along with shifts in mlk production and resident
popul ation within the Northeast, changes in the
manuf acturing footprint for both Cass |I and manufacturing
cl asses of mlIk from 2000 to 2022 have al so occurred.

When conparing the Federal Order 1 nonthly statistical
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report for the nonths of Decenber 2001 and Decenber 2022,

t he nunber of pool distributing plants operating w thin
Federal Order 1 decreased fromthe total of 63 to 49 due
to industry consolidation and plant cl osures.

Addi tionally, there has been a shift in the geographic
region in which mlk has been processed. This can be seen
by review ng Federal Order 1 data representing receipts of
producer mlk by plant location differential at which

pri ced.

Below, in Table 4, is data derived fromthe sane
Federal Order 1 nonthly statistical reports as noted above
for the nonths of Decenber 2001 and Decenber 2022, and it
shows the m |k processed within each differential range by
class. The data denonstrates a significant decrease in
Class | mlk processed within the $3. 00 and above zones.
The decrease, anounting to approximately 284 mllion
pounds of mlk from Decenber 2001 to Decenber 2022, can
nostly be attributed to the | oss of production capacity in
the representative zones, along with decreases in C ass |
utilization as a percentage of the market total.

Exanpl es of lost Cass | production capacity
within the $3.00 and above zones include the closures of
Sunnydal e Farnms in Brooklyn, New York, during 2005; Tuscan
Dairy in Union, New Jersey, during 2005; Farm and Dairies
in Wallington, New Jersey, during 2013; Elnmhurst Dairy in
Jamai ca, New York, during 2001 -- or, sorry, excuse ne --
2016; and Readi ngton Farns in \Witehouse, New Jersey,
during 2022.
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THE COURT: Now, that's \Whitehouse Station?

THE W TNESS: Correct.

THE COURT: And woul d you spell Readi ngton?

THE WTNESS: R-EFA-DI-NGT-ON.

THE COURT: Thank you.

THE W TNESS: These areas are representative of
general ly nore urban areas al ong the eastern side of the
Nor t heast regi on.

Along with the changes in the |ocations in which
Class | mlk is processed, there have al so been sone
signi ficant changes in volunes and regi ons where ot her
manuf acturing classes of mlk are processed. Wen | ooking
at Cass Il demand across Federal Oder 1 in Decenber of
2001, processing volunes are relatively evenly distributed
across all the zones within the order. Wen |ooking at
the same utilization during Decenber 2022, not only has
the overall demand for Cass Il mlk increased in the
region, but there has al so been a consi derabl e increase of
vol une processed within the $2.55 and bel ow zones,

i ncreasi ng by approximately 175 mllion pounds from
Decenber 2001 to Decenber 2022.

Additionally, growh in Cass Ill volunes in
Federal Order 1 from Decenber 2001 to Decenber 2022,

i ncreasi ng by approximately 48 mllion pounds, is
apparent. The growh has primarily attributed -- was
primarily attributed to regions in zones $2. 70 and bel ow
representing fewer urban areas in the Northeast geography.

It is evident there have been significant changes
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in the way m |l k nust be noved within the Northeast region
to service the demand within each zone. As the relative
volume of Class | processing has decreased in the $3.00
and above zones, but with some demand still existing

W thin those zones, and as growh in Cass Il and IIl has
primarily been in $2.70 and bel ow zones --

THE COURT: So $2.70 and bel ow zones.

THE W TNESS:  Yep.

THE COURT: Okay.

THE WTNESS: -- local mlk supplies are being
utilized to fulfill dass Il and Il demand, while C ass |
m |l k supplies nust travel further today at a hi gher cost
per mle than before.

Though it is likely there is | ess mleage
associ ated with servicing plants where the primary growth
has occurred for Cass Il and Ill due to proximty to mlKk
supply, there has been higher costs associated with
transportation than there were in 2000 for a variety of
reasons.

In summary, the Northeast m | k market has changed
in significant ways since 2000. Any changes wth the
Cass | price surface should be taking the changes that
have been explained with m |k production, resident
popul ati on, and the manufacturing footprint into
consi derati on.

THE COURT: Ms. Ryll, let nme interrupt you for
just a nonent. You have just conpleted page 8, and it's

12 noon.
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Do we break for lunch now or do we | et her keep
wor ki ng?

So M. English would prefer to we go to 12:30, if
possi ble. Wuld that work with everyone?

Ms. Ryll, this is a remarkabl e production, and you
are presenting it beautifully, so they want another half
hour. You may proceed.

THE WTNESS: Thank you. | appreciate that. Al
right.

As a cooperative with investnent in hauling assets
si nce 2002, DFA has tracked costs associated wth
mai ntaining a fleet for the purpose of transporting raw
mlk fromthe farmto the processing |location. These
costs include the purchase of physical assets, including
trucks, trailers, and tires, as well as the cost
associ ated with I abor, insurance, and fuel.

Tabl e 5 shows the hauling costs that DFA has
experi enced since 2002. When | ooking at DFA specific
transportation assets |ocated in the New Engl and region
since 2003, the cost to purchase a day cab truck has
i ncreased $84, 287, or 104% and the cost to purchase a
7500-gal l on, two-conpartnent trailer has increased
$112, 286 per trailer, or 224%

THE COURT: So what is that dollar anmount per
trailer?

THE W TNESS: $112, 586.

THE COURT: Thank you.

THE WTNESS: To nmmintain an adequate pool of
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drivers and to keep up with changes in m ni mum wage across
the country, |abor rates have needed to increase roughly
$17.50 per hour, or 104% since 2005.

THE COURT: \What percent?

THE WTNESS: 140. Thank you.

THE COURT: Thank you.

THE WTNESS: Additionally, the equi pnent has
escal ated in price, and i nsurance conpani es have assessed
the industry -- industry's risk differently. The cost to
insure a fleet has also increased dramatically. This cost
has i ncreased approximately 39% from 2005 to 2023.

Lastly, fuel cost remains a key contributor to the
cost associated with the transportation fleet. From 2002
to 2022, the yearly average price per gallon of fuel in
t he New Engl and and Central Atlantic regions in which DFA
operates in have increased by $3.87 and $3.95 per gall on,
respectively.

In addition to costs associated with owni ng and
managi ng a fleet, to nanage -- and managing a fleet to
transport mlk fromthe farmto the processing pl ant,
there are other factors that contribute to increased
cost s.

One factor, as highlighted within Farm Credit
East's February 2023 publication titled "Challenges in
Nort heast M Ik Transportation,” is weight limts between
states. Today, there are not consistent laws within the
Nort heast states that allow for the sanme weights to be

carried on trucks and trailers. As the report cites,
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truck technol ogy has significantly inproved in recent
years and today's trucks can safely carry nore wei ght than
in the past.

However, many | aws have not kept pace with these
i nprovenents. Wth sone Northeast states not allow ng for
heavi er | oads to take advantage of the new technology with
or wwthout a permt, efficiency of mlk novenent across
the region is inpacted. As many |oads travel across state
lines, not being able to take advantage of increased
wei ght capacities decreases efficiencies in the supply
chain and i ncreases costs.

Al of these factors lead to an increased cost per
hundr edwei ght paid by dairy farners in the region to
transport mlk fromthe farmto the processing | ocation.
According to a 2000 dairy farm managenent busi ness sunmary
of New York State from Cornell University, the average
cost of hauling and co-op dues charged across 74 farns in
New York State was $0.59 per hundredwei ght in 2000.

15 years later, the sanme publication refreshed their data
for the year 2015 with 132 farns in New York State, and
t he average cost of hauling and co-op dues increased to
$0. 80 per hundredwei ght. This represented a 35% i ncrease.

The 2021 Dairy Farm Busi ness Summary published by
Farm Credit East stated that the average trucking
mar keti ng cost per hundredwei ght was $1.29 per
hundr edwei ght across all farnms within the sunmmary.
Assum ng these costs from 2000 to 2001 correlate with

simlar factors included --
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THE COURT: Let ne stop you and have you start
t hat sentence again, please.

THE W TNESS: Assum ng these costs from 2000 to
2021 correlate with simlar factors included, this would
represent an average increase in costs of $0.70 per
hundredwei ght in transportation costs paid by dairy
farmers in the Northeast region.

THE COURT: Now, we're on page 10, and we have
conpl eted two-thirds of that page. |1'mgoing to stop and
take us off record just for two mnutes to stretch.

So we're off record at 12:07.

(An off-the-record discussion took place.)

THE COURT: Let's go back on record.

We're back on record at 12:09. W' re now
begi nning a new category near the bottom of page 10.

THE WTNESS: Al the factors stated previously
i npact ed how t he Northeast working group established the
proposed Class | differential pricing surface within our
region. To begin the process, the group utilized the
Uni versity of Wsconsin nodel and took the average of the
nodel s output for May and COctober 2021 to snooth any
variability in the nodel's results that woul d have
represented high transportation costs for a specific nonth
or changes in supply and consunption between the spring
and fall nonths.

When using the average between the two outputs,
the average increase in differential values across the

Nort heast was $1.78 per hundredwei ght conpared to the
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current Class | differentials. The next step in the
process was to conpare the average values fromthe nodel
to the current county differentials to see any counties

t hat needed to be adjusted fromthe nodel average based on
t he anchor city of Wnchester, Virginia, actual mlKk
nmovenents, historical zone differences, or any potenti al
for disorderly marketing based on current or future plant

| ocati ons.

An anchor city refers to a city that was sel ected
during the initial process, as described by Jeff Sins, to
establish the relative | evel fromwhich regional subgroups
coul d branch out and di scuss increasing or decreasing the
USDSS- generated Class | differential values using
knowl edge of | ocal challenges and specifics. The
Nor t heast working group used the closest in proximty
anchor city, Wnchester, Virginia, as the nodel average
val ue of $4.50 per hundredwei ght, for the county in which
it is located, Frederick County, Virginia, which is $1.70
hi gher than the current differential of $2.80 per
hundr edwei ght, to determ ne the proposed differentials for
t he remai nder of the region.

By utilizing Wnchester, Virginia, as the anchor
city, the Northeast working group noved through the
remai nder of the region by |ooking at historical
differential relationships fromthe anchor city, along
with how the nodel's results related in the surroundi ng
counties to the anchor city.

Utimately, the group proposed differentials for
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all counties within our region that were very nuch in |line
with the May and October '21 nodel average, resulting in
an average differential higher than the nodel suggested by
$0. 01 per hundredweight. Only 24 out of 274 counties

Wi thin our proposal for the Northeast represented val ues
hi gher than the Cctober 2021 nodel, which included higher
costs than May 2021. This variance is prinmarily due to

hi storical mlk novenents in these counties, and nost w |
be explained in further detail within this testinony and
within others that are providing additional supporting

t esti nony.

For context surroundi ng why W nchester, Virginia,
was inportant to use as an anchor city, and how its val ues
are then used as a basis for the remai nder of the
Nort heast region, it is inportant to understand the city's
relationship with the Southeast M|k markets and then with
t he Northeast m |k markets.

W nchester, Virginia, represents the southern edge
of the Northeast m |k marketing area and abuts to the
Southern m |k marketing areas. Because of its proximty
to both areas, it is inportant for the mlk that is being
delivered to Wnchester, Virginia, to be priced
appropriately as to not give an advantage or di sadvant age
to one order or another.

| f val ues have not -- had not been conpetitive for
deliveries into Wnchester, Virginia, conpared to further
south delivery points, mlk could deliver direct to

Federal Order 5 plants from Federal Order 1 to gain higher
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differentials and potentially | eave Federal Order 1 plants
unfilled, resulting in disorderly m |k marketing.

This practical application of making Wnchester,
Virginia, relatively conparable to the Southeast region is
t hen extrapolated to the remai nder of the Northeast to
ensure that Federal Order 1 mlk -- Federal Oder 1 mlk
mai ntains deliveries in the Federal Order 1 plants to
support the infrastructure investnents within the region
wi t hout providing a disproportionate advantage to nove
mlk to other Federal Orders.

Below, within Table 6, are select counties
t hr oughout the Northeast region that have inportant
manuf acturing facilities that operate w thin Federal
Order 1 and/or surrounding orders. Wen |ooking at the
data within the table for these select 49 counties, the
average difference between the proposed differentials and
t he average of the study is approximtely $0.03 per
hundredwei ght. This signifies that the proposed
differentials align very well with the average of the
Uni versity of Wsconsin's nodel.

THE COURT: Now, you have just conpl eted page 12.

THE W TNESS: Yep.

THE COURT: Tell ne what's on page 13.

THE WTNESS: So page 13 is Table 6 with the
proposed differentials conpared to the study results for
sel ect counties within the Northeast regions. So
essentially it's a conparison of the current differentials

with the study results, our proposed differentials, and
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then the difference between the proposals and the
aver ages.

THE COURT: Thank you.

THE WTNESS: And then on the next page is Map 2,
whi ch represents the differentials that were proposed for
the entire Northeast region, including those that were
representative of in Table 6. So Map 2 is just a picture,
if you wll, of those differentials on Table 6, plus
surroundi ng counti es.

There were sone instances where the group chose to
utilize their expertise on mlk novenents and histori cal
relationships wwth mlk sheds to snooth out county
differentials to reduce negative inpacts to dairy farners
in Class | processing facilities. This would also help
prevent disorderly mlk marketing and support neeting
Cass | demand on a routine basis.

Sone of the these instances include, but are not
l[imted to: The differentials within the state of M ne,

i ncl uding the county containing Cass | processing
facilities, Cunmberland County; certain portions of

Maryl and; certain portions of New Jersey; certain portions
of New York, including counties conprising the western,
central, and northern portions of the state; certain
portions of Pennsylvania; and certain portions of Vernont.

Wthin our proposal there are specific regions
within New York that nove away fromthe current
differential pattern, including in Western and Central New

York. In general, the proposal suggests flatter
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differentials in Western New York and nore alignnent with
Western Pennsylvania differentials. This proposal adjusts
the differentials for changes in manufacturing assets,
Class | utilization, and m |k novenent dynam cs in the
region that have occurred since 2000.

At the time of Federal Order Reform the New York
counties of Erie and Genesee had significant manufacturing
pl ant capacity with sone Class | facilities that serviced
the Buffal o and Rochester markets. Since then, there's
been significant expansion in Cass | processing in both
counties with nore expansion that has been recently
announced by Enpire State Devel opnent in Genesee County.
Sonme of this expansion can be seen in Table 4 above, which
denonstrates the changes in Cass | receipts by plant
| ocation differential. In a class whose pounds conti nue
to decline in Federal Order 1, Table 4 shows an increase
of close to 50 mllion pounds per nonth of Class | mlk
bei ng pooled at location differentials of $2.35 and bel ow,
whi ch would primarily include the New York counties of
Eri e and Genesee.

In addition to the Class | investnent that has
al ready occurred in Western New York, a recent
announcenent by New York State's Governor Hochul announced
plans for a new 5-m | |ion-pounds-per-day dairy beverage
facility with sone assuned Cl ass | production in Mnroe
County, New York, to be conpleted in the com ng years.
This plant is reportedly the Iargest in the Northeast and

will inmpact the demand for mlk significantly in the
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com ng years.

The Western New York marketplace has attracted
ot her manufacturing investnents with nore to be conpl eted
soon. Since 2000, there has been Cass Il investnent in
Genesee County. There is also a significant expansion in
G ass Il manufacturing underway just south of there in
Cattaraugus County in the com ng year.

THE COURT: Wbuld you spell Cattaraugus, please?

THE WTNESS: Sure can. CAT-T-ARA-UGUS

The Cattaraugus County manufacturing facility wll
repl ace assets that are currently operating wthin
Al | egany County, and according to the press rel ease, the
new facility will double the m |k consunption of the
exi sting plant.

Al t hough these counties are next to each other and
the facilities will be less than 20 mles apart, in
today's differential structure, the counties would fall in
different zones. Wthin our proposal, Allegany and
Cattaraugus Counties have been requested to be at the sane
zone differential due to this transition and ultinately be
at the sane |l evel as the remai nder of Western New York and
West ern Pennsyl vani a under the new proposed fl attened
structure. This aligns considering that the m Ik supply
region for both delivery points will be the same, if not
extended, given the size and scope of the new Cattaraugus
County facility.

Regardl ess of the outcone of this hearing, it is

requested that a nodification be made to align
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differentials between All egany and Cattaraugus County to
reduce any disorderly marketing of mlk within Western New
York that woul d negatively inpact farns.

THE COURT: May | interrupt? W' re on page 16,
and I'm |l ooking at the top of the page. | see two
different spellings for Allegany. There's an Hin the one
you nost recently read, and | don't see it earlier on at

the top of the page.

THE WTNESS: |'mnot sure of the proper spelling.
THE COURT: Ckay. | think it's got an H, but I
don't -- I'"'magetting nods yes. An H does belong in there.

So the nost recent word you read is correctly spell ed.
Ckay. Good. Thank you.

So now you are going on to a new paragraph. You
may proceed.

THE WTNESS: The way that the m |k supply noves
to facilitate the demand within Western New York has
changed as the demand has changed. Previously, mlk had
traditionally noved fromeast to west to fill denmand
across New York State. Today, due to the investnents in
m | k supply/demand dynamcs, mlk is noving different
directions in Western New York to fill demand. While sone
is staying |local or making those same west-to-east
novenents to fill demand in Central New York, on any given
day, mlk is also noving fromnore eastern counties, for
exanpl e, Livingston and Ontario, to fill demand in Cenesee
and Erie Counti es.

Additionally, mlk noves routinely north to south
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fromthe Western New York counties of Cattaraugus,
Chaut auqua, All egany, Steuben, and Wonming to fill demand
in Western Pennsylvania. These mlk novenents indicate
that m |k sheds are overlapping fromnultiple different
demand points for Western New York produced mlk. Thus, a
flattened zone differential structure would create |ess
chal | enges when noving mlk to neet demand.

It is inportant to take into consideration all of
t hese factors when | ooking at the Class | and producer
price surface in Western New York. Under Federal Order
Reform it was necessary to have a lower price in the
Buffalo region (Erie County) to remain conpetitive with
Class | plants in Western Pennsyl vania that had a | ower
price. As Western Pennsylvania's differentials increase
with the current proposal, it nakes sense to create a
flatter, conmon $4.00 zone in all Wstern New York and
Western Pennsylvania. This also elimnates the difference
between the Buffalo region (Erie County) and Rochester
(Monroe County) markets. This creates a | evel playing
field frommIlk costs fromthe comobn supply area noving
in different directions.

Another item for consideration surrounding the
Western New York differentials and the request to flatten
t hem conpared to Western Pennsylvania is the need to align
bl end prices. Due to the overlapping mlk sheds conpeting
for farmm |k between these two regions, alignnent is
necessary to not cause uneconom c mlk novenent in unequal

raw product cost for processors. This is a difficult job
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to do when taking into consideration the different Federal
Orders, 1 and 33, and the differing utilizations in
pricing. Today, plants in Western Pennsylvania are in the
$2.10 zone, but further east in Western New York the
current differential reaches as high as $2. 30.

Hi storically, the uniformprice difference
bet ween -- when conparing the producer price
differentials, PPDs, has shown that over tine the PPDs
have often been higher in Order 33. This is due to a
variety of factors, including higher average C ass |
utilization in that order and rel ative values of C ass |1
11, and IV prices. The difference between the Federa
Order 1 and Federal Order 33 uniformblends at a $2 zone
has averaged a negative $0.21 per hundredwei ght over the
period between 2010 and July 2023.

To underscore the need for a flattened zone and
al i gned bl end prices between Order 1 and Order 33, mlk
fromWstern New York counties is al ready servicing
Order 33, as denonstrated in the maps included in USDA
Exhi bit 58 for Federal Order 1 and Federal Order 33.

There is potential for m salignnent between the
orders if Western New York's final differentials relative
to Western Pennsylvania's are | ower than the proposed.

The wor ki ng group gave careful consideration to blend
price alignnment between Western Pennsyl vania and Western
New York in an effort to not inpact current narket
dynam cs between handl ers and producers who face different

pool i ng access and producer prices between the orders.
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The m Ik marketed in the non-Federal Order area between
Oder 1 and O der 33 has acted as a buffer, but state
regul ati on, whether by New York or Pennsylvania, is very
limted in the ability to solve potential m salignnent.
Therefore, concern nust be to provide pricing which does
not exacerbate the situation.

Movi ng east from Western New York to Central New
Yor k, Onondaga and Madi son Counti es have been proposed at
$0. 20 hi gher than the average nodel results and $0. 20
hi gher than the flattened zone in Western New YorKk.

THE COURT: May | interrupt? Wuld you spel
Onondaga.

THE WTNESS: Sure can. ONONDA-GA

THE COURT: Thank you.

THE W TNESS:. Yeah.

This is to enhance the current relationship that
t hese counties have with Suffol k County, Massachusetts, as
wel | as other regions of New York. Currently, there is a
$0. 75 spread between the counties, while in the proposal
there would be a $0.90 spread. The cost to transport from
Central New York to other regions, including New Engl and
and New Jersey, continues to escalate and the proposal
reflects this increased cost. It was inportant to ensure
that sufficient zone is available to ensure these mlk
novenents going forward to fulfill demand wi th adequate
suppl y.

Another itemrelative to Central New York is a

rel ati onshi p between Onei da and Madi son Counties. The
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average nodel result suggested two different differentials
for these two counties, while the proposal requests these
counties to maintain the sane differential as they have
today. Wthin these counties there are three primry
manufacturing facilities: One, a pool distributing plant;
one, a pool supply unit plant; and one, a pool supply
plant. Two of the three facilities are operated by the
sanme organi zation and are often | ooked at as a unit for

m | k marketing purposes. As such, it would create

di sorderly marketing if these plants were separated by
zones, as they are utilizing mlk fromthe sane supply
areas, and mlk is often swapped between the two to

mai ntai n an adequat e operating supply.

Movi ng south from New York, the proposed
differentials for the state of New Jersey address sone
transportation-rel ated chal | enges associated with
servicing the New Jersey market. As denponstrated within
Tabl e 3 above, New Jersey largely relies on out-of-state
m |k production to fulfill consunmer demand and typically
brings in mlk supplies fromsurroundi ng regions |ike New
York and Pennsyl vania to neet that need.

To transport mlk into New Jersey from surroundi ng
states, there are cost factors that nust be taken into
consi deration. These factors include additional bridge
tolls when exiting the state and returning to New York or
Pennsyl vani a and decreased payload of trailers. An
exanple of a toll for a five-axle trailer crossing from

Burlington, New Jersey, to Bristol, Pennsylvania, is $30
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per trip, or approximtely $0.06 per hundredwei ght on a
50, 000- pound | oad of m K.

In addition to the tolls, there is a reduced
payl oad capacity of trailers traveling into New Jersey by
at least 15,000 pounds due to road weight restrictions
within the state. The reduction in payl oad reduces
overall efficiencies for hauling conpanies and, therefore,
i ncreases costs while delivering into New Jersey.

Today, m | k novenent from Lancaster County,

Pennsyl vani a, to Phil adel phia County, Pennsyl vani a,

mai ntain the same zone differential as m |k novenents from
Lancaster County, Pennsylvania, to Burlington County, New
Jersey. However, as just described, there is additional
costs to service the New Jersey destination.

To acknow edge the cost factors at play to service
New Jersey from Sout heast Pennsyl vania, the working group
built in a $0.10 per hundredwei ght difference between
Sout heast ern Pennsyl vani a counti es conpared to Sout hern
New Jersey, instead of maintaining the sane spread as the
current differentials.

To provide further detail and perspective on sone
of the other regions previously nentioned, representatives
fromAgri-Mark Dairy Cooperative and Maryland and Virginia
M | k Producers Cooperative Association will provide
testimony with further detail on specific reasons for
t hese novenents away fromthe nodel results to better
align with the practical challenges of marketing mlk in

the areas. Agri-Mark will provide specific testinony to
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the state of Maine, Northern Vernont, and Northern New
York. Additionally, Maryland and Virginia, which they
al ready provided, will provide testinony specific to
certain portions of Pennsylvania, Maryland, and how the
Nor t heast would work to align with the M deast region to
snmooth differentials where our regions intersected.

Thank you for your time today.

THE COURT: Wow.

THE WTNESS: That's how | feel

THE COURT: That was magni ficent.

THE W TNESS: Thank you.

THE COURT: Let nme see what tine it is.

2023

And tim ng, does anyone object to our breaking for

| unch?
No. Please be back at 1:35.
We go off record at 12: 33.

(Wher eupon, the lunch recess was taken.)

---000- - -
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TUESDAY, NOVEMBER 28, 2023 - - AFTERNOON SESSI ON

THE COURT: Let's go back on record.

W' re back on record at 1:35.

Ms. Hancock.

M5. HANCOCK: Thank you, Your Honor.

BY MS. HANCOCK:

Q Ms. Ryll, if you would take a | ook at your
testinmony in Exhibit 360, | want to make sure that we have
cross-referenced the additional exhibits that you have.

So if we could turn to page 7 of your testinony,
and you have a Table 4 there that references Decenber of
2001 and Decenber of 2022, Receipts of Producer M|k By
Pl ant Location Differential at which Priced.

Do you see that?

A Correct. Yes.

Q Does that correspond -- Table 4, does that
correspond to Exhibits 361 and 3627

A It does.

Q And so 361 and 362, that's the source of the data
that you used to create those tables?

A Correct.

Q If we turn to page -- turn to page 15.

You have a section here under that heading titled
"Western/ Central New York and New Jersey changes," where
you tal k about different changes in that -- in that
regi on.

|s that a fair characterization of that section?

A. Yes, it is.
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Q And the first one that -- or one of the ones that
you have tal ked about begi ns about hal fway into that
par agr aph where you say, "Since then there's been
significant expansion in Cass | processing in both
counties, wth nore expansion that's been recently
announced by Enpire State Devel opnent in CGenesee County."

Do you see that?

A | do.

Q And is that supported by what you have in
Exhi bit 36372

A. Yes, it is.

Q And then, in that sane paragraph, if we go on, you

reference a recent announcenent by New York State's

Governor -- how do you pronounce it?
A Hochul .
Q Hochul .  Announced plans for a new 5 mllion

pounds per dairy (sic) beverage facility.

| s that what you have referenced in Exhibit 3647

A It is.

Q So 363 was the Hood expansi on?

A Correct.

Q And 364, this is the Fairlife expansi on?

A Correct.

Q Ckay. And then if you go to the next paragraph
you al so tal k about a Class Il manufacturing facility

that's being expanded in Cattaraugus County?
A Cat t ar augus.
Q Cat t ar augus.
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s that -- is that what you have included as
Exhibit 365 to your testinony?

A That's correct.

Q That's for G eat Lakes Cheese?

A Correct.

Q And how many -- well, tell nme about the fluid mlk
mar ket s that you supply. W tal ked about, with sonme ot her
W t nesses, sonme of the -- of the quality standards that
were required by their custoners.

Do you have simlar experiences where for your

fluid mlk that you al so have quality standards that are

set by your consumers -- or your custoners?

A W do.

Q And can you tell ne what those are?

A. Most of them are focused around tenperature and
Pl, where they are |ooking for, | guess, higher standards

t han what would be within the regul ar PMO st andards.

Q And M. John called them Grade A pl us.

|s that how you refer to themas well?

A Yes, that's one representation. | don't know if |
have ever put a termto it. But, yes.

Q Ckay. Is it fair to say that the quality
standards for tenperature and Pl are something in excess
of the PMO s G ade A standards?

A. Yes, | would agree with that.

Q So -- and that's what your custoners require in
order for you to sell themfluid mlk?

A. Sone of them do, correct.
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2023

Q Do you know what percentage of your fluid mlKk

customers require sonething in excess of Gade A?

A. | don't.
Q Is it an increasing nunber with tine?
A. | would say it's probably beconme nore conmon

practice to have greater standards than the PMO woul d
suggest. So | don't know if it's increasing or
decreasing, but it's just nore common.
Q And does that then becone the standard by which
you have to procure your mlk fromyour dairy farnmers?
A. It is definitely one of the standards that we're
| ooking for.

Q Ckay. And then does that conme at a hi gher cost

| evel as well?
A It does. Wen you think about things |ike

tenperature and PI, a lot of that is controllable with

Q And then | want to just maybe take a quick step
back.

When you first were involved in the process of

A. So what | received initially was an Excel file
with both the May and Oct ober 2021 data and an aver age.
Q All right. And then what did you do with that
i nformati on once you had the May and the October and the

average nunbers that came out of the nodel ?

on-farmitens that require sone investnment on their side.

wor ki ng on National MIKk's proposal for its Class | price

for the dairy farnmers to be able to produce at that higher

differentials, what information did you receive initially?

r TALTY COURT REPORTERS, INC.
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A. So we assessed how it | ooked conpared to the
current differential structure and if there were any itens
that we needed to address or | ook at differently based
upon our marketing know edge.

Q And did you notice anything that you felt I|ike
needed to be addressed in your territory that you were
| ooki ng at?

A. Yes. So like | nmentioned in the testinony, sone
of the areas that we focused on that needed sone
addressing or potential changes fromwhat was the average
of May and Cctober were areas |ike Western New York,

Nort hern Vernont, M ne, and then sone other regions
i ncl udi ng kind of New Jersey and Pennsyl vani a.

Q And | think in your testinony you clarified
that -- and throughout that Wstern New York area, that
there were different -- currently into the current

differentials, that there are different prices that are

set?
A. That's correct.
Q And -- and so what was the issue that you saw once

you were | ooking at the nodel results?

A So in Western New York specifically, currently,
there is, | think it would be three differentials in
Western New York. As we |ooked at the nodel, it was
suggesting very small differences in those counties, let's
say $0.05 here or there, and it nade sense as we were
t hi nki ng about how mlk is noving in that region to align

on one differential, which is that $4 zone | spoke to.
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Q Wiy did you think it nade nore sense to have that
be one differential as opposed to different differentials
in that territory?

A. Again, it was nore focused on how we're noving
around m | k today and how m | k can be novi ng west to east
or east to west, north to south. And | think by having
one flattened differential structure, that allowed sone
of -- maybe sone other abilities to nove around mlk

wi t hout needing to focus so nuch on the differential piece

because things are noving -- so, like in acircle
soneti nmes.
Q And we heard sone testinony previously that the

nodel actually takes into account novenents of mlKk.

Do you have any ideas why the nodel wasn't able to
capture the novenent of mlk that you needed to resol ve
when you | ooked at those results?

A. Again, | think it did take into consideration sone
of those. Again, sonme of the changes in the zones in
Western New York specifically were mnor, right, 5 and
$0.10. | also think that the nodel didn't include sone of
the new investnent that's occurring there that needed to
be taken into consideration with the zones.

Q Ckay. And so when you were resolving that,

think you said that you set that -- the area -- all at --
is it $4.507?

A Western New York woul d be $4. 00.

Q $4. 00.

Was that an increase fromthe nodel or decrease
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fromthe nodel ?

A. It would depend on county. So there are sone
counties that would go up and sone counties that woul d go
down.

Q Ckay. And you did that without regard to whet her
it would provide an advantage or di sadvantage to any of
the existing plants that are in that |ocation?

A That's correct.

Q Just to be nore pointed on that, did you hear or
did you participate in any work where it | ooked |ike
anyone on your commttee or anybody in your working group
was maki ng a proposal for a price differential that would
provi de, for exanple, for you, DFA, a conpetitive
advant age over any of its conpetitors?

A. There was no conversation regardi ng any
conpetitive advantages for one or the other, whether it
was proprietary or cooperative.

Q Ckay. And so whether there were conversations or
not, did you observe any of the changes that made you feel
i ke someone was trying to stack the deck nore favorable
to one -- one plant over another?

A | did not.

Q What about just conpartnentalized a proprietary
pl ants versus cooperative plants, did it appear that
anybody was trying to provide any conpetitive advantage or
a conpetitive disadvantage to one group over another?

A. It did not appear that way, no.

Q Ckay. Was your efforts focused on just the
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ability to nove mlk and incentivize it to go in the
correct direction?

A. Correct. Yep, that's ny primary duty on a daily
basis is to nove m |k around the Northeast region, and so
that was what our primary focus was on, is howmlk is
moving and how it is landing fromthe farmto the
processor.

Q Okay. Thank you very mnuch

M5. HANCOCK: Your Honor, at this tinme we woul d
make Ms. Ryl| avail able for cross-exanm nation.

THE COURT: Thank you, Ms. Hancock.

| want you to | ook at page 16 of Exhibit 360. On
the top line there is a reference to Al egany County, New
Yor k.

THE WTNESS: Correct.

THE COURT: Now, with regard to only All egany
County, New York, do you now believe that the spelling in
that top line is actually correct?

THE WTNESS: | do believe that.

THE COURT: There are lots of spellings of
Al | egany.

THE WTNESS: As we have | earned, yes.

THE COURT: Including within New York.

THE WTNESS: | think so, yes.

THE COURT: And this Allegany County, New York, is
spel | ed how?

THE WTNESS: It is spelled A-L-L-E-G A-NY.

THE COURT: And you have spelled it that way tw ce
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in the paragraph that we're | ooking at, and then in the
last line -- next to the last line of the paragraph an H
got into the spelling.
THE WTNESS: It did.
THE COURT: It doesn't belong there.
THE W TNESS: Nope.
THE COURT: And then later on you again refer to
Al'l egany County, New York, with the proper spelling.
THE WTNESS: Correct.
THE COURT: Ckay. Good. | was so confused.
THE WTNESS: There's a |ot of Alleganys.
THE COURT: A lot of Alleganys, yes. And | wasn't
used to this one.
Al right. Who would like to cross-examn ne?
M. English.
CROSS- EXAM NATI ON
BY MR ENGLI SH:
Q Good afternoon, Ms. Ryll
A Hel | o.
Q My nane is Chip English. | represent the MIk
| nnovati on Group. You've probably heard that a couple of
times.
A. A coupl e.
THE COURT: And | need nore vol une on
M. English's mc.
MR, ENGLI SH:  Wiich is always unusual, but there
you go.
It would help if |I had a copy of Exhibit 301 --
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300 and 301 provided.
THE COURT: | have just what you need,
M. English. Shall | take these to the w tness stand?
Because | have anot her one for ne.
MR, ENGLISH: One of us. | can do it.
THE WTNESS: Thank you.
BY MR ENGLI SH:
Q So as we get started, | just wanted to start with

sonet hing that puzzles nme nore than anything else, and |

want to try to see if we can clear it up.

THE COURT: Now, you are letting your voice drop.

BY MR ENGLI SH:
Q See if we can clear it up
Page 13, which is your Table 6, turn to that.

You were in the room| think earlier today when

was having ny conversation wwth M. John, correct?
A Correct.

Q And part of our conversation that | had with him

revol ved around York County, correct?
A Correct.
Q And -- and he testified, | believe, that the

2023

nunber for National M|k Producers Federation proposal was

$4.60, correct? Do you renenber?

A. | don't renenber that.

Q So -- so you have $4.55 as a proposed differentia

for York, Pennsylvani a.
A | do.

Q Do you know if that's what actually National Mk
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subm tted?
A | haven't read that in detail, no.
Q So if we go to Pennsylvania, and |I'm | ooking at
Exhi bit 301, and line 2278, which is York, and under
Colum O, whichis -- it says 4.60, correct? You want to
get there?
A. Can you say the |ine again?
Q 2278. That's the row, not the I|ine. ['m
i nstructed by soneone who knows Excel better than | do.
It's called a row, 2278. She's listening online and w |
beat nme up later.
THE COURT: And we're in 3017
MR. ENGLISH We're in Exhibit 301.
THE COURT: Thank you.

BY MR ENGLI SH:

Q And |'m | ooking at 2278 for York, Pennsylvania,
and | see $4.60 proposed.

Do you see that?

A | do.

Q Ckay. Do you know what -- what's the
difference -- | nean, is yours an error in the exhibit or
did you nmean to propose 4.55? Wiich is the -- which is
the right answer?

A | would take what -- what National MIk has
supported and supplied. However, we can look into it. |

don't know the answer for why they are different.

Q So |l wll represent to you -- and you're wel cone
to look -- that if you go back to 300 in the various tine
TALTY COURT REPORTERS, INC. 8510

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 Novenber 28, 2023

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

periods, March, My, and June, it was al ways 4. 60.

A. Ckay.
Q | have seven nore on that page, so |I'mjust
wondering -- |'mjust wondering what the difference is.

So let's start from in al phabetical order, Frederick,
Mar yl and.
A. Are you in 3017?

Q |"mactually -- I"'mlooking at -- okay. |I'm
| ooki ng at your exhibit, page 13 to start with. | want to
conpa- -- we'll start with that, and then we'll go to 301.

So I'm | ooking at Frederick, Maryland, where you
have listed $4.65 on your proposed differential, correct?
A Correct.
Q And if we go to Exhibit 301 and we | ook at
line 1171 -- sorry, Row 1171, do you see 4.607?

A | do.
Q Do you know what the difference is there?
A | don't.

Q Ckay. |If we go to Steuben, New York, which you
actual ly tal ked about in your testinony, on page 13, under

proposed differential you have listed $4.10; is that

correct?

A It is correct.

Q | f you | ook at Row 1846, 1846, the row for
St euben, New York, it's $4.00, correct?

A Hol d on. Wat was the row again?

Q It's Row 1846. 1Is it $4.007

A. Yes, it is.

TALTY COURT REPORTERS, INC. 8511
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Q Do you know the difference between your nunber on
the exhibit at $4.10 and the $4.00?

A | do not.

Q Is it the case again that you woul d adopt Nati onal

M1 k's nunber as opposed to your nunber?
A Yes.
Q If we go to Berks County, Pennsylvania, page 13,

you have listed 4.45, correct?

A That's correct.

Q Go to Row 2217, Berks, do you see $4.50, correct?

A That's correct.

Q Do you know the reason for the difference?

A | don't.

Q Next county down, Cunberl and, Pennsylvani a, again
$4.45 on page 13, correct?

A Correct.

Q If we | ook at Row 2232 on Exhibit 301, we're in

Cunber| and, not Maryl and, Cunberl and, Pennsyl vani a.
Cunberl and, Maryland, is |located in another Allegany
County, spelled a different way.
THE COURT: Wi ch row?
MR, ENGLI SH: Row 2232 is Cunberl and,
Pennsyl vani a.
BY MR ENGLI SH:
Q And under Columm O | see $4.50, correct?
A That's correct.
Q And, again, do you know the different -- why

that's different fromwhat you have in your exhibit?
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A. | don't.
Q G to Del aware, Pennsylvania -- |'msorry,
Lancaster, Pennsyl vani a.

Lancaster, Pennsylvania, you have on page 13 of

your exhibit, $4.55, correct?
A Correct.

Q If we go to Row 2247 for Lancaster, Pennsylvani a,
do you see $4.607?

A I

do.

Q Do you know the difference?
A. No, | do not.
Q

If we go to Lycom ng, Pennsylvania, page 13 --

THE COURT: And would you spell that for us?
MR ENGISH L-Y-CGOMI-NG Lycom ng,

Pennsyl vani a, which is the next one down from Lancaster.
BY MR ENGLI SH:
Q Do you see $4.25?

A | do.
Q | f you go to Row 2247 --
THE COURT: W just did that row
MR. ENGLISH ['msorry. 2252. Thank you, Your
Honor .

BY MR ENG.I SH:
Q Do you see $4.207?

A I

do.

Q And finally, for Schuylkill -- which is
SCGCHUY-K-I-L-L (sic) -- Schuylkill R ver, that's

Schuyl ki |'l

County, Pennsylvania, on page 13, do you see
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4. 457

A | do.

Q And on Exhibit 301, you have to turn the page for
Row 2265, do you see $4.507?

A | do.

Q Do you know the difference there?

A | don't.

Q But for all of those, to the extent there is a
di fference between your exhibit page 13 and the Nati onal
M I k proposal, you are not saying that they should be
different, they should be the National M|k proposal,
correct?

A. At this point | believe it should be the National

M|k proposal, correct. However, | think we can | ook into
it.
Q Ckay. Al right. You are certainly welcone to do
t hat .
So you have -- | think you have told us who was

the red pencil crew for the Northeast.

Did you consult with Order 33 or Oder 5 red
pencil crews in terns of when you got to the market
al i gnnment s?

A. There was consulting along the way as the, | think
folks in front of us, in front of nme, would have
represented, that there was coll aboration, once -- there
was maybe a regional approach, and then there was
col | aborati on when we thought we had our initial thoughts

and version in front of us, and then coll aboration with
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t he other orders.

Q What principles did your red pencil group for
Nor t heast appl y?

A | think | would say that they were simlar to
those that M. John provided, again, utilizing sone of
those itens relative to kind of current market dynam cs,
how mlk is being noved around, in which -- how they
connect with our current differential systemand then how
it | ooked conpared to the nodel results.

Q A couple tines in your testinony you refer to the
nodel average, but then at one point you do an analysis in
t he nunber of counties in which you were -- | think you
sai d higher than the Cctober.

What governed, the nodel average or Cctober?

A. The nodel average was the basis for our analysis.
The reason for the conparison wthin ny testinony was to
denonstrate the, | guess, relativity of our proposed
differentials conpared to the higher price nonth to show
that there were only -- | think the -- like, |I don't know
where the testinony --

Q You said 24 --

A -- 24 counties that were higher than Cctober, was
just to represent that | think it was a nodest
representati on of how we went about it. There was nodest
i ncreases associated with our proposal.

Q But you didn't do the sanme conparison for the
average, did you?

A. Not in ny testinony, no.
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THE COURT: Not what ?
THE WTNESS: Not in ny testinony, no.
BY MR ENGLI SH:

Q By definition, if Cctober were higher than the
average, and you did an analysis of Cctober, if you had
done the average, it probably woul d have been nore than
24, correct?

A. |*"mnot sure. | didn't do that.

Q To the extent you were | ooking at the Cctober,
woul dn't that nmean for m nimum price purposes, |eaving
aside the 24, that you are erring on the high side of
pricing, mnimmpricing?

A. Can you repeat the question?

Q To the extent you did a conparison as to Cctober
given the fact that in nost nonths -- in nost |ocations
Cct ober is higher than May, wouldn't that nean that for
m ni mum price purposes, your analysis errs on the high
side of pricing?

A It -- | don't think that is what it would nean.
And not hi ng specific about our anal ysis woul d have gone
into that detail

Q So as | seeit, as | read the testinony and see
everything National MIk's done, the anchor city for the
Nort heast was W nchester, Virginia, correct?

A That's correct.

Q In other areas such as California, San Francisco
and Los Angel es are anchor cities.

Way isn't Boston an anchor city given its
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popul ati on si ze?

A. | was not apart of the task force that initiated
the anchor city profile, so | can't answer that question.

Q G ven your testinony about the change in
popul ati on and production in Massachusetts, wouldn't it
make sense to think of Boston as an anchor city and work
your way down, rather than from Wnchester, Virginia, and
wor k your way up?

A. Again, I'mnot certain of the thought process the
group task force did to create those anchor cities, and |
can't speak to it.

Q Was there anybody on the group task force
representing the Northeast Order 17

A. "' mnot certain.

Q So | ooking at your Table 3, on page 6, and you
have testified, and | agree, Massachusetts and Rhode
| sl and are up there near the top for beverage denand
conpared to m |k demand, correct?

A Correct.

Q So if we | ook at Maine, while mlk production has
gone down sone in Miine, the beverage demand for Mine was
38%in 2000 and it's 32%in 2022, correct?

A That is correct.

Q So woul dn't one expect the pricing to be higher in
Massachusetts there and not |lower relative to Maine in

your changes to the nodel ?

A. Can you repeat that question again?
Q Do you agree that relative to the nodel, you
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propose |lowering the price in Eastern Massachusetts,
Nor f ol k, Mass, according to your page 13, down $0.15
conpared to the nodel, while at the sane tinme you propose
i ncreasi ng Cunberl and, Maryland -- Cunberland, Mine, by
$0. 35, correct?

A That's correct.

Q Ckay. And | ooking at your own chart, the biggest
devi ati on you have for the whole Northeast is increasing
Cunberl and, Maine, by $0.35, correct?

A That's correct.

Q What is the justification for proposing to
i ncrease Maine by $0.35, and effectively $0.50 in terns of
the difference with Norfol k, Mass, given those differences
that we see in beverage demand on page 6 of your
t esti nony?

A So for those of you famliar with Mii ne geography,
the county there, which is Cunberland County, would be
kind of the Portland, Miine, area. You have a unique
scenario in the state of Mii ne where you have got C ass |
processors |located in the Portland area, and because of
that, and because of its relationship to Boston, we didn't
want to, | guess, incentivize further mlk to nove past
that Portland geography by -- by giving a | esser zone
value to that Portland area. And | think ny coll eague
M. Wernme will be testifying with sone specifics on that
regi on.

Q Well, you tal ked about it in your testinony. In

fact, it appears on page 5 -- or I'msorry, one of the

TALTY COURT REPORTERS, INC. 8518
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

first ones you tal k about a deviation, in your testinony.

You reference it. And you are the witness right now -- so
| apol ogize, | happen to be very famliar with the
geogr aphy.

A It's a nice area.

Q You may or may not have heard that, or known that,
since | spend ny sunmers up there.
MR, ENGLISH And so | would like to have a map
mar ked, Your Honor. It's been submtted as M G 50.
THE COURT: Let's go off record while we
di stribute.
(An off-the-record discussion took place.)
THE COURT: Let's go back on record.
|"m | ooking at the map that M. English has marked
MG 50. | believe that next exhibit nunber is
Exhi bit 366.
Al right. 1'mgoing to mark it Exhibit 366.
(Thereafter, Exhibit Nunmber 366 was narked
for identification.)
MR. ENGLI SH: Thank you, Your Honor.
BY MR ENG.I SH:
Q And, Ms. Ryll, | realize you and | are famli ar
wi th the geography, and others may have been there, but I
t hought it mght help to picture it.
So Cunberl and County is in the southwest part of
Maine. |It's the second county up from New Hanpshire,
correct?
A Correct.
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Q And New Hanpshire is a bare, like, 16 and a half

mles as you travel up from 95.

A. It's not a big state.

Q Especi ally down near the coast, correct?

A. | think it's nine mles. But, yeah.

Q So the mlk in Maine is largely north and east of

Cunber | and, correct, Cunberl and County?

A That's correct.

Q And you just said that you don't want to
incentivize that mlk to | eave the state of Miine, is that

what you said, to go to Boston?

A. | may have said that, yes. | don't exactly know
nmy wor ds.
Q But it's close enough or -- what -- so I'll |et

you restate it if you want to restate it.

What's the idea of taking the nodel nunbers and
rai sing Cunberland up $0.35 and | owering in NorfolKk,
Massachusetts -- which, by the way, | believe is where
there is a plant owned by DFA, correct, in Franklin, Mss?

A Correct.

Q So why is there a $0.50 per hundredwei ght swi ng,
rai sing Cunberl and and | owering Norfol k?

A. So as part of the process, we have tal ked about
how we wanted to maintain sonme differential relationships
that we currently have within the Federal O der
differentials, and one of those areas would be this
specific location that you are tal king about, is trying to

| ook at how we currently nove mlk, and what is working.
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And that is one region specifically that we wanted to
identify and maintain simlar differentials as we have
t oday, neani ng between Portland and Boston in your
exanpl e.

Q But | ooking at page 6, in your tables -- Table 3,
woul dn't it make econom c sense given the fact that
Massachusetts is, as you yourself said, one of the
greatest deficit states, its beverage demand conpared to
m | k production in 2022 is, you know, basically 482%

alnost five tines the needs, correct, in Massachusetts?

A That's correct.

Q Wher eas, Maine only needs 32% correct?

A That's correct.

Q So wouldn't it nmake econom c sense to say, wow, we

need to encourage mlk, both raw and packaged form to
make its way to the Boston market, and one way to do that
is to accept the nodel results and not switch it by $0.50?
A. | don't necessarily agree with that. And | think
t hat USDA can nmeke the determ nation of what nmakes
econom c sense. It is not ny call.
Q You are allowed to say what you need to say.
That's your right.
" mjust puzzling over nodifications to the nodel,
whi ch result in saying, okay, let's not nove mlk from
Mai ne, even though Maine has a 68% m |k surplus.
| s there any manufacturing available in Miine, any
cheese manufacturing that you know of ?
A There is.
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2023

Q Small? Very smal | ?

A. Depends on what you characterize as small.

Q Does DFA have any cheese nmanufacturing up there?
A No.

Q Do you have any butter powder operations up there?
A No.

Q Do you know of any ot her cooperatives that have

cheese or butter powder plants in Mine?

A. Not to nmy know edge.

Q So | ooking now to page 11 of your testinony, and
the m ddl e paragraph, which is the sane paragraph that
referenced 24 counties being higher than the Cctober 2021
nodel , you have a sentence that says, "This variance" --
which | presune neans the variance of 24 out of 274
counties --

(Court Reporter clarification.)
MR. ENGLI SH: 274 counti es.
BY MR ENGLI SH:

Q -- "is primarily due to historical ml|k novenents
in these counties, and nost of these will be explained in
further detail within this testinony and within others
that are providing additional supporting testinony."

What historical mlk novenents are you referring
to in that sentence relative to Maine and Eastern

Massachusetts?

A |'"d have to go back and | ook at what specific
counties these 24 are. | don't know that off the top of
ny head.
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Q Wuld it be safe to say that Cunberl and, Mi ne,
with a $0.35 increase is clearly in that category?

A. | believe so, yes.

Q So considering that, that Cunmberland County, which
is where the city of Portland is |ocated, is one of those,
what historical mlk novenents in and around that area
explain the need for a $0.35 increase over the nodel ?

A Agai n, you explained where the mlk in Maine is
produced, which is generally northeast of Portland. The
hi storical mlk novenents are noving that mlk fromthat
nort heast portion of the state down to the southern
portion of the state.

Q And isn't it the case -- | do not know about your
route dispositions, although | used to know Gakhurst very
wel | .

THE COURT: You're --
MR ENGLI SH: QGakhurst.
THE COURT: You're not --
MR ENGLISH: [|'msorry.
THE COURT: -- your chin is |owered, which neans
you are tal king to your podium not your m crophone.
MR ENGLISH O | could I ower the m crophone.
THE COURT: | think that will help. Thank you.
MR. ENGLI SH: Thank you, Your Honor.
BY MR ENGLI SH:

Q So there are two fluid mlk processing facilities

in Cunberland in Portland, Miine, correct?

A. That's correct.
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Q One is the Cakhurst facility owned by Dairy
Farmers of America | ocated on Route 302, Forest Avenue,
correct?

A. | don't know their address, but I wll agree that
| think it is on Forest Avenue.

Q And the other facility is the HP Hood facility,
| ocated very near the Hadl ock Field baseball stadium
correct?

A. Again, | don't know a specific location relative
to baseball fields.

Q | f HP Hood --

THE COURT: You say very near what?

MR. ENGLI SH:  Hadl ock, HA-D-D-OCK (sic),
Hadl ock Field. |It's dowmtown Portland. It's where the
Portl and Sea Dogs play, downtown Portland, Maine.

THE COURT: Thank you.

Did you say Sea Dogs?

MR ENGLI SH: Sea Dogs.

THE COURT: Thank you.

MR. ENGLISH: They are a Red Sox affiliate.
That's for a future w tness.
BY MR ENG.I SH:

Q If I were to tell you that the HP Hood w tness
will later testify that they nove packaged mlk in
Cunmber | and down to Boston, would you have any reason to
di sbel i eve that information?

A. | don't have any know edge of any packaged m |k

novenent in that region.
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Q So let's turn to the nodel, sonetines known as the
USDSS nodel , sonetinmes known as the University of
W sconsin nodel, correct?

A Correct.

Q And you have testified, as a nunber of other
W t nesses have, about increases in costs of hauling,
correct?

A Correct.

Q |s that testinony to support the general need for
increasing Class | or is it to justify specific
di fferences when you made changes -- proposed changes in
National M|k Producers Federation 19 to the nodel
results?

A. The hauling data that was presented is to provide
a general overview of how costs have increased over the
| ast nunber of years. In this exanple it was from 2002,
2003, 2005, to current year, 2022 and 2023.

Q | take that then to nean that it is in genera
support of National M|k Producers 19, whether the nodel
or your actual proposal; is that correct?

A Again, it's nmeant to support the recognition of
cost increases for our mlk hauling.

Q Does it play any role in your proposal to nodify
the nodel results as to Cunberl and County, WMaine, by
raising it $0.35 over the nodel results?

A It is just providing supporting information for
why we are requesting the change on the proposal. There

wasn't specific information relative to Cunberl and County,
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Mai ne.
Q And what about the plant that DFA owns in
Frankl in, Massachusetts which is in Norfol k County, Mass?
A What about it?
Q Were the hauling costs used in any way to justify
t he proposed difference between the nodel and the $0.15
reduction that National M|k proposes for that |ocation?
A. Again, the costs were just to represent the
i ncreased hauling costs associated with noving mlk from
plant or fromfarmto plant, not specific for any one
| ocati on.
Q And that if | kept going, you would say that would
be the answer for all ny other questions, correct?
A. Yes, Sir.
Q Thank you.

Havi ng | ooked at Exhibits 300 and 301, and | think
you nmay have been asked sonme questions by Ms. Hancock, but
have you seen these docunents before they were submtted?

A. Actually, no, | haven't.

Q Ckay. Do you have any idea who the author is?

A | don't.

Q On Exhibit 300 there's a Colum R that seens to
have sone volunes of mlk in some of the col ums.

Do you have any idea where that information cane
fronf

A | do not.
Q Wul d you agree that one of the principle concepts

of Federal Order pooling of revenues revolves around the
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Class | differential supporting a reserve pool of mlk to
service a variable fluid demand weekly and seasonal | y?

A. Coul d you restate that for ne?

Q O course.

Wul d you agree that one of the principle concepts
bet ween behi nd Federal MIk O der pooling revol ves around
the Class | differential supporting a reserve pool of mlk
to service variable fluid demand weekly and seasonal | y?

A Yes.

Q Do you know what percentage of reserve pool mlk
IS necessary to service the fluid mlk market in Federal
Order 17

A | do not.

Q Do you have any information based upon your
experi ence of what USDA considers to be a needed reserve

supply of mlk?

A | do not.
Q Your data and testinony seens to suggest that
Class Il production has grown in New York and expected to

increase; is that correct?
A That's correct.
Q | want to go back to page 7, Table 4, and you
i ndicated in answer to questions from Ms. Hancock that
derivation of this data was Exhibits 361 and 362, correct?
A That's correct.
Q It's an observation, you would agree, that between
Decenber 2001 and Decenber 2022, the total receipts from

producer mlk in Class | have declined by over 215 mllion
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pounds, correct?
A. Say that again?
Q | f you |l ook at Class | producer mlk for the whol e

market, it's declined from910-plus mllion pounds to 693

and a half mllion pounds, correct?

A That's correct.

Q At the sanme tinme, total receipts have increased
from2.077 billion to 2.255 billion, correct?

A Correct.

THE COURT: 2-point --
MR ENGLI SH: 255 --
THE COURT: -- 254.
MR, ENGLISH: Well, but | was roundi ng, Your
Honor .
THE COURT: Oh.
MR. ENGLISH: The other ones | rounded down; this
one | rounded up.
THE COURT: Thank you.
And did you catch the question, the receipts went
up?
THE WTNESS: Yes, | did.
BY MR ENG.I SH:
Q Now, ny first question is: This is receipts of
producer mlk, correct?
A Correct.
Q And that technical termwould nean that it's not
all the mlk in -- located in the area of Oder 1

correct?
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(Court Reporter clarification.)

MR. ENGLISH It would not nmean all mlk | ocated
and produced in counties represented under Order 1 --

THE COURT: Wait, wait, wait, wait. |It's the end
of your sentence we can't understand. So say it again,
but go slowy on the end of your sentence.

BY MR ENGLI SH:
Q By definition, producer mlk represents pool ed

mlk on the order, correct?

A. Producer m |k represents --

Q Pooled mlk on the order, correct?

A. |"mnot certain of the definition regarding this.
Q | f you assunme with me that the definition of

producer mlk would nean m |k pooled on the order in
Decenber 2022, isn't it the case that there is nore mlk
produced in the territory represented by Order 1 than what
is represented on that table?

A | don't know the answer to that.

Q Ckay. Whuld you agree that in the |ast 25 years,
Class Il plants, especially new plants, but Class III
pl ants have largely |l eveled out the requests for raw mlKk,

both daily and seasonal | y?

A. To nmy knowl edge, Class |IIl plants operate of their
choosi ng, and can vary, and can be level. |t depends on
t he pl ant.

Q Many of them now are what you would call ful

supply plants, correct?

A. What's your definition of full supply plant?
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Q They aren't accepting mlk on a regul ar basis that
is being diverted fromdC ass |?

A. Meani ng - -

Q They are not serving as bal ancing plants; woul d
you agree with that?

A | think every plant operates differently, so
don't think it would be fair to put themin one bucket
l'i ke that.

Q Are there a nunber of plants, though, for
i nstance, sone of these new plants or plants that are
replacing, that are basically not operating as bal ancing
pl ant s?

THE COURT: Not operating --

MR, ENGLI SH: Not operating as bal anci ng pl ants.

THE COURT: Thank you.

THE W TNESS:. Agai n, every operator out there
nmakes deci sions on how they are going to be operating
their plant. So it is up to them
BY MR ENGLI SH:

Q How | ong have you been associated with working on
Order 17
A | have been working in Federal Order 1 for al nost

ni ne years.
Q So going back at least that far, are you aware
t here have been a steady series of requests nmade to rel ax

pooling requirenents in Federal Order 17

A | am awar e.
Q Has the reluctance of Class Ill plants to take on
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additional seasonal mlk led to raw m | k dunpi ng across
t he Northeast?

A | don't believe that to be true.
Q |s there any difference in the increase of hauling
costs for raw mlk servicing Cass IIl plants than for

haul i ng costs servicing Cass | plants?

A. As | have stated previously, hauling costs have
gone up across the board. In ny testinony, | talk about
the relationship where mlk has been noving in their

production regions conpared to where Class | facilities

are |l ocated, and then you can throwin there Cass Il and
1l and IV facilities are located. |[|f you are |ooking at
the overall costs to service, if it's a longer haul, it is

going to cost you nore noney; if it is closer in to the
mlk supply, it will be less than that |onger haul was.

But in general, those hauling costs have increased.

Q Whether the mlk is going to Class Ill or Cass |
correct?

A Yes.

Q Isn't it by being on the pool that those Cass Il

plants are able to attract raw m |k given those higher
haul i ng costs?
A. Can you repeat the question?
Q "1l try to rephrase it.
You have agreed that hauling costs have gone up
for everybody, correct?
A That's correct.

Q Ckay. Isn't it the case that the ability to draw
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nmoney fromthe pool provides those Cass IIl plants with
an ability to attract raw m |k and effectively subsidize
t hat haul ?

A. |"mnot certain that a plant's ability to be on
t he pool or not on the pool has a bearing on that
conversati on.

Q Doesn't your organi zation already require a
bal anci ng charge for Class | deliveries?

A. Can you define what a bal anci ng charge woul d be?

Q A charge on the over-order premumto C ass

plants for taking mlk other than on a seven-day delivery

basi s.

A. And your question was?

Q Doesn't DFA charge that kind of bal ancing cost to

your Class | custoners?

A. We have a nunber of prograns out there that we

2023

woul d work with our custoners or ourselves on dependi hg on

what you are | ooking at, and anything can be included in

t hat .

Q Is it not the case that one of those charges is a

bal anci ng charge?

A It is not -- we don't have anything called a
bal anci ng char ge.

Q How i s your over-order prem um descri bed?

A. My over-order prem unf

Q Yes.

A Li ke others in the room | think it would be

dependent upon what is required to service a custoner.
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Q Does that service of custoner include bal anci ng?
A It coul d.
Q Does that cost of service include the cost of

providing mlk that neets those Class | processors who ask
for low tenperature m |l k?

A Again, it really varies depending on what's being
requested and who the plants associated with that are.

Q | f USDA grants your request for increased C ass
differentials, since that request is intended to cover
haul i ng and bal ancing, will you | ower your over-order
prem uns?

A. | don't think that's really a question that | can
answer today given | don't know what the outconme of the
hearing wll be.

Q G ven that you have agreed there's been a steady
series of requests to relax pooling requirenents to
Federal Order 1, why do we need increased O ass |
differential s?

A. | think that given what we have presented
regardi ng i ncreased costs to service markets, that cones
back to why we have determ ned an increase in Cass |
differentials are needed. And it's not relative to the
pooling requirenments in Federal Order 1. This would be a
nati onal scope.

Q Well, given the desire -- the fact that there's
been pooling requirenents routinely reduced in Order 1,
and given what is on page 7 of your testinony about | ower

Class | mlk utilization in the face of higher receipts,
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isn't it the case that there's an adequate supply of mlKk
for fluid use in the Northeast?

A. Today there is adequate supply in the Northeast.
However, as we've discussed previously, things change
pretty -- | don't know if rapidly is the right word, but
as you can see, we have had significant changes from 2000
to 2023, and | would inmagine we'll have nore in the future
because changes cone. So | cannot specul ate, you know, in
answer to your question based upon that.

Q | s the purpose of increasing your C ass
differentials designed to assist in getting mlk to
Class | plants?

A. The purpose of Cass | differentials is supposed
to reasonably reflect the cost of mlk to that market in
addition to other itens that we have tal ked about.

Q G ven the dropping Class | utilization and
i ncreasing overall receipts, doesn't that additional
Class | noney get spread out over |arge vol unes of
non-Class | mlk, which doesn't actually result in noving

mlk to dass 1?

A |"mnot sure that that's a fair representation of
t hat .
Q | f you increase the Class | differential by $1

but only $0.25 of that ends up for the dairy farner who is
shipping the mlk to Cass I, how nmuch nore incentive is
there for that producer to neet that given your higher
haul i ng cost testinony?

A. That's a great question. As we think about how
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t hose proceeds get distributed in Federal Order 1, you
know, | think we will -- 1 don't know what the right word
is. | think that -- that if -- in your exanple, the $0.25
assists with the cost for anybody to service a Cass |
plant, as there are requirenents within Federal Oder 1
already to do so.

Q But the other $0.75 doesn't actually do anything

for Class |, does it?
A Wiere did the $0.75 go?
Q | said the differential was $1 --
A Yeah.
Q -- and $0.25 is, you know, the utilization, so

that's what's going to be added, and so the other $0. 75,
as | said, is being spread out over non-Class | plants.

A Ckay.

Q So -- so the Cass | handler has paid an extra
dollar, the dairy farnmer shipping to that plant has gotten
$0. 25, the hauling costs have gone up, as you have
testified, far nore than $0.25. Aren't we going to
continue failing the systenf

A |"mnot certain of that. W'Il have to see how it
pl ays out.

Q So going to go back to page 13 of your testinony a
little bit. And I'mgoing to | ook at Renssel aer,

R E-NSS-E-L-A-E-R, New YorKk.
Renssel aer, New York, is near Al bany, correct?

A Correct.

Q And that county has a plant in it owned by Dairy
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Farners of Anerica, correct?

A Correct.

Q And you have proposed taking that down by $0.05
fromthe nodel, correct?

A That's correct.

Q To the east, in Hanpden, Massachusetts, where
HP Hood is | ocated, you are increasing it by $0. 05,
correct?

A. | n Hanpden, Massachusetts?

Q Hanpden, which is | ocated in Hanpden County, which
Is in Southern Mass, the Agawam pl ant, HP Hood pl ant,
Agawam

A Uh- huh.

Q Correct?

A. There is a plant there, yes.

Q Ckay. And -- and that plant, which is located --
you know, the fourth one |isted, Hanpden, is actually at
$4.85, correct? So you have given yourself a $0.05
benefit for DFA's plant in Al bany, correct?

A "' m not |ooking at any benefits, w nners or
| osers, based upon who owns the facility.

Q It's just a coincidence that your plant just to
t he west in Renssel aer goes down, and your plant just in
east in Massachusetts goes down, and HP Hood doesn't,
correct?

A It is what the group determ ned was the best fit
for our region for these differentials.

And | will note, if you | ook at Rensselaer, it
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aligns with simlar facilities in its region, |ike Al bany
County.

MR. ENGLISH Let's do two nore maps, Your Honor.
"1l do a New York map and a Massachusetts nmap.

THE COURT: Al right. Tell nme what the MG
nunbers on those are.

MR. ENGLI SH: The Massachusetts one is M G 51, and
the New York one is MG39. So |I'mgoing to do New York
first.

THE COURT: So the New York one is M G which?

MR, ENGLI SH:  39.

THE COURT: 397

MR, ENGLISH It was posted earlier.

THE COURT: Ckay. So the New York one, the
MG39, will get the next exhibit nunber.

MR, ENGLI SH:  Yes, Your Honor.

THE COURT: That will be 367.

(Thereafter, Exhibit Nunmber 367 was narked

for identification.)

THE COURT: And the Massachusetts one, which is
the MG 51, 5-1, will get 368.

(Thereafter, Exhibit Nunber 368 was marked

for identification.)

THE COURT: W'Ill go off record while you
di stribute.

(An off-the-record discussion took place.)

THE COURT: Let's go back on record.

W' re back on record at 2:44.
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M. English, | have marked as Exhibit 367, M G 39;
as Exhibit 368, M G51; and as Exhibit 369, M G 55.

(Thereafter, Exhibit Nunmber 369 was narked

for identification.)

MR. ENGISH: And for the record, Exhibit 367 is
mar ked as a county map of New York; Exhibit 368 marked as
a county map, along with sone cities, in Massachusetts;
and Exhi bit 369, prepared by M G using the spreadsheets of
301 and al so 300, that's Exhibit 369, M G55, Selected
FMMO 1 Northeast County Conpari son. x| sx.

THE COURT: So how can we tell whether the data
came from 300 or 301?

MR. ENGLI SH: Just a second, Your Honor, it may
all be 301. | think this one we did not include any
data -- no, I"'msorry. Yes, Proposed Class | -- so the
colum that said "Proposed Class | March '23," Your
Honor --

THE COURT:  Yes.

MR ENGLISH:. -- is fromExhibit 300. Then there
was what was called "New Proposal May '23," that is the
| ast colum, Colum S. So one is Colum O one is
Colum S from 300. And then "Proposal Nunmber 19
June '23," that columm is Exhibit 301.

THE COURT: Thank you.

Now, ny hard copy doesn't actually show Col um O,
so forth, but | have the category nanes. So | do see
"Proposed Class | March '23," and right next to it, "New
Proposal May '23."
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MR, ENGLISH: And | am pronpted by a hel pfu
comment from Ni col e Hancock that this docunent was
prepared for ne over lunch, so -- or sonething |like
that -- and there's a | egend on the |ast page, so there's
a way of knowing if one |ooks at the | egend.

THE COURT: Did everybody get the | egend?

MR. ENGLISH Is there a third page?

THE COURT: Ckay. So | have page -- oh, | have
two page 2s and no page 3.

(Voice fromthe crowd sayi ng sonet hi ng

undi scerni bl e.)

THE COURT: Al right, then. W're still on
record.

BY MR ENG.I SH:

Q So now that we have the maps, Exhibit 367 shows
t hat Rensselaer County is on the eastern side of New York,
correct?

A Correct.

Q And Hanpden County is two counties in from New
York in Massachusetts on Exhibit 368, correct?

A Correct.

Q If we | ook at Exhibit 369, and down the m ddl e of
t he page, Row 1807, in Del aware, New York, there's a
Saputo plant in Delaware County, correct?

A Correct.

Q And your nodel would take it up $0.05, correct?
A Can you tell me which colum |I'm 1l ooking at?
Q

I f you | ook at the difference, Proposal 19 nmi nus
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the University of Wsconsin average, which is the fourth

colum fromthe right of MG 369 --

A
Q

Uh- huh.

-- if you look at that line for Saputo, it's a

positive $0.05, correct?

2023

A Correct. On the sheet it is.

Q And do you know if that's what you submtted?

A. | don't without doing a conparison.

Q Do you have any reason to believe it's wong?

A | don't.

Q | f you | ook down three lines to HP Hood in
Bat avi a, CGenesee, New York, do you see that that's also up
$0. 05?

A. | do.

THE COURT: M. English, would you just spell

Bat avi a, pl ease?

MR. ENGLISH. B-A-T-A-V-1-A
THE COURT: Thank you.

BY MR ENGLI SH:

Q

line --

And if we | ook down to the bottom of the page,
Row 1839, King Brothers in Saratoga, New York,

that's also up $0.05 fromthe nodel, correct?

A.
Q

Correct.
And if we look at Mdland Farnms in Al bany, you

have left it at zero, correct?

A. What row was that?
Q Row 1795, m ddl e of the page.
A It shows zero, correct.
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Q O her than historical price relationships, what
justifies those nunbers relative to the Renssel aer
facility that you propose taking down $0.05 fromthe
nodel ?

A. So you are |l ooking at the differences between the
nodel and what was proposed?

Q Yes.

A. Well, within our proposal, those plants are al
w thin the sane zone at 4. 40.

Q That's the current, correct?

A. That's the current, |I'msorry.

Q What is the current?

A. The current differential with those plants?

Q Yes.

A. | believe it to be 2.70.

Q And so based upon the fact that it's currently
2.70, you are putting themall in the sane at $4.00 now,
correct?

A Not $4.00, | don't believe. $4.40.

Q 4.40, I'"'msorry. 4.40, correct?

A Correct.

Q At what point do the econom cs of noving mlk
govern over this idea of price alignnment?

A. Can you expand further?

Q What is nore inportant, price alignnent or
recogni zi ng the changes in the market as you have
described in your own testinony, where there's less mlk

going inraw formto the cities, nore going in the
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2023

country, with all those kinds of changes in mlk
production, reduced C ass | usage, nore mlk, you know,
all of those circunstances? What is the rationale for

saying that price alignnment counts over everything el se?

We are | ooking at all of those factors related to the

proposal s, including price alignnment, right? So if it's

related to cost of production, we're -- we're aligning

not di sadvantage one or the other.
Q Wll, we have tal ked about Franklin, Mss,
relative to Maine. Let's also talk about relative to

Hood' s pl ant in Agawam

DFA Garelick is located --

THE COURT: And woul d you spell the nane of that
pl ant ?

MR ENGLISH GARE-L-1-CK

THE COURT: Thank you.
BY MR ENGLI SH:

Q Agai n, as we di scussed with Maine, you are

A. Wi ch county are you | ooking at?

DFA has the Garelick plant in Franklin, Mass.

A Correct.
Q Ckay. |Is there any plant farther east than that

A. |"'mnot certain that's exactly what's being said.

regarding hauling costs to get it there, additional itens

simlar geography plants with simlar differentials as to

Looking at line item 1194 in Norfol k, Mass, where

proposi ng reducing that fromthe nodel by $0.15, correct?

Q | " m | ooking at Norfol k, Mass, where we have agreed

r TALTY COURT REPORTERS, INC.
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i n Massachusetts?

A Not that |I'm aware of.

Q And so the question I'masking is, what justifies,
gi ven your testinony about the need for getting mlk into
Massachusetts as a deficit jurisdiction, what justifies
devi ating fromthe nodel down $0.15 for your own plant in
Norfol k, Mass, relative to Hood's plant in Hanpden, Mass,
where no change is proposed to the nodel ?

A. Again, as we were |ooking at this analysis and
what we were going to be proposing, there wasn't any, |
guess, discrimnation anongst who owned the facilities,
whet her it was HP Hood or DFA or another entity that's out
there that you have listed on this page. As we were
| ooking at differentials, we used a bit of that art that
we have tal ked about to nmake sure that there's alignnent
anong differentials that made sense froma practicality
standpoint and m | k novenent standpoint.

Q | f you are going to do that, and you are going to
| oner -- okay, maybe it is a coincidence -- but your plant
i n Renssel aer by $0.05, why not also | ower Hood by $0.05

i n Agawanf?
A Again, we did not look at it relative to ownership
of facilities. It was based upon all of the things | have

just di scussed.
Q So let's turn to New Jersey.
So your own testinony refers to the great joy that
all drivers have of paying tolls in and out of New Jersey,

correct?
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A. It is a great joy, yep.

Q And the nodel doesn't take into consideration
tolls, does it?

A " msorry?

Q The nodel does not take into consideration road
tolls?

A | don't believe so.

Q You went out of your way to nention tolls, and yet
for the plants |located in Burlington, New Jersey, the
Fl orence plant owned by DFA, you are proposing, you know,
goi ng down $0. 05 per hundredwei ght, correct?

A. That's currently what's proposed.

Q Way woul dn't you, in consideration of all those
very high tolls, increase relative to the nodel ?

A My conversation on tolls was not necessarily to
| ook at this difference of the proposal and the average,
it was to align pricing between Pennsylvania and New
Jersey, as | spoke to within nmy testinony, that there is a
di fference between delivering into the Phil adel phia narket
and the Southern New Jersey market. It was not
necessarily to discuss the changes fromthe proposal to
t he average.

Q But aren't those tolls relevant?

A. They are, and that's why they were di scussed.

Q Vell, if they are discussed, how did you apply
t hen?
A Well, if you look at the nodel, the average-of,

t he nodel was al ready suggesting sone higher pricing in
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t hat Sout hern New Jersey region. W conbined regions and
differentials to align better and ensure there was that

di fference between Sout heast Pennsyl vania and New Jersey.
That was al ready di scussed.

And while you are at it, the Cunberland facility,
just the row below that, was increased $0.05. So there
was gives and takes al ong the way.

Q | understand that. One m ght have expected it to
go up nore than $0.05 given the tolls?
A. The nodel was al ready suggesting an increase, and

we aligned with that at a differential.

Q Speaki ng of Sout heastern Pennsyl vani a, \Wawa,
proprietary operator, line 2233, |ocated in Del awnare,
Pennsyl vania, which is -- if you are comng north on

Interstate 95, it is the first county into Pennsylvani a,

correct?

A. "1l have to look at a map to identify that.

Q But you have proposed increasing it fromthe node
by $0.10, correct?

A That's correct.

Q Ckay.

THE COURT: So, M. English, I"'mlooking at this
Row 2233 on page 2 of Exhibit 369, and |I'm curious. So
t he nanme of the pool distributing and supply plant is
"Wawa, Media."

MR, ENGLISH Media is the nane of the city.

THE COURT: OCh, thank you. Al right.

MR. ENGLI SH: The county -- the county, of course,
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Is what's actually shown in Federal Order statistics.
THE COURT: So the county is Del aware,
Pennsyl vani a?
MR, ENGLI SH: Del aware, Pennsyl vani a.
THE COURT: Thank you.
MR, ENGLISH It is the Wawa facility in
Sout heast ern Pennsyl vani a.
THE COURT: Thank you.
BY MR ENGLI SH:

Q You don't incur the tolls getting across the
Del aware River into New Jersey for that facility, correct?

A. Not to ny know edge because it's in Pennsyl vani a.

Q | have already heard from M. John, but you are
al so testifying about it. Washington, Maryland, is
i ncreased $0. 10 per hundredwei ght.

Do you know why that's increased $0.10 per
hundr edwei ght ?

A. Washi ngt on, Maryl and?

Q Yes, the county of Washington, Maryland, why do
you propose increasing that $0.10 per hundredwei ght over
t he nodel ?

A As M. John expl ained, there's a nunber of reasons
for changes in that region, and he has nore than
adequat el y defined t hem

Q Ckay. And |I'm happy to rely -- if you have
anything different to say from M. John on the Mryl and
and Northern Virginia kind of testinony.

A | don't.
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Q Ckay. There's been a nunber of questions asked of
W t nesses about G ade A

Are you aware of any cheese processors in the

Nor t heast who accept Grade B m | k?
A | don't know. | don't have that know edge.
Q Does DFA have any Grade B milk in the Northeast?
A. Not to my know edge.

MR. ENGLI SH:  Your Honor, at this tine | nove
adm ssion of Exhibits 366, 367, 368, and 369.

And | thank you, Ms. Ryll, for your tine and
testinony, and | am conplete once a ruling is nade on
t hose exhibits.

THE COURT: Excellent. Thank you.

Now, | know there will be other cross-exam nation,
but it's time for a break. So after the break |1'll deal
wi th the adm ssion of the exhibits.

And pl ease be back and ready to go at 3:17. W go
off record at 3:083.

(Wher eupon, a break was taken.)

THE COURT: Let's go back on record.

W' re back on record at 3:21.

MR. ENGLI SH:  Your Honor, before you rule on
the -- if | may beg your indul gence, |I'malways allowed to
come back up, but | thought I'd just try to clean
sonmething up. And | think | nmade this ness nyself, so |et
me see if | can do sonething.

BY MR ENG.I SH:

Q Goi ng back to the issue of over-order charges,
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over-order premuns --

THE COURT: You're not projecting. I|I'msorry. Go
agai n.

MR. ENGLISH | need a cough drop.
BY MR ENG.I SH:

Q Goi ng back to the issue of over-order charges, and
| think | sort of had it backwards, which was probably
what was conf usi ng.

Once you have an over-order charge, is it true
that DFA then, to those entities that qualify, provides a
uni formor universal receiving credit?

A. We do, and to those that have them

Q Ckay. And have -- have those credits because they
have taken m |k on an even basis so that you don't incur
as much bal ancing cost, correct?

A. M1k doesn't necessarily need to be taken to have
t hose prograns established evenly -- or m |k doesn't need
to be taken evenly to have those prograns established.

Q But nonet hel ess, you do have progranms that credit
agai nst an otherw se charge if a plant does things to
assi st you with what otherw se woul d be bal anci ng,
correct?

A. Yes. And there could be a variety of fornms of
t hat across the Northeast.

Q Great. Thank you. | appreciate that.

MR, ENGLI SH: Okay. Now |I'm done, Your Honor, and
| woul d agai n nove the adm ssion of the maps, you know,
that | have, plus the chart. | think it is 366, 367, 368,
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and 369.

THE COURT: You are correct with no notes.

Al right. M. Hancock, | would |like to dea
first wwth your client's exhibits. Do you have any
objection to nmy determ ni ng now whet her they can be
admtted into evidence?

M5. HANCOCK: Your Honor, ny only objection is on
Exhi bit 369. Again, it's not National MIKk's docunent, it
is sonething that's been put together by MG and it
i ncl udes informati on about |ocations of plants. |t does
cross-reference the others. But | don't have any
I ndependent information about it.

So to the extent that we're just using it as
admtting it for purposes of reference and not for the
truth of what's in here, | think that's fine. But | don't
know that this witness can attest to the accuracy of the
information in here without verifying it.

THE COURT: Your response, M. English?

MR, ENGLISH |I'mfor making things easy, so
think it's still adm ssible if we have all the references
there. The one issue is Exhibit 52, which is the USDA
exhi bi t.

On the other hand, |I'mnot going to press the
point. So the author of this docunent will be testifying
at a later date. |If it's preferable to put it on hold and

have it admtted at that tinme, as long as it can be

referred to by this -- you know, in this witness's
testi nmony, and perhaps in a future witness, | have -- |I'm
TALTY COURT REPORTERS, INC. 8549

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 Novenber 28, 2023

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

not going to stand on cerenony to admt it today.

THE COURT: Al right. 1, on the other hand,
don't want to neglect admtting it into evidence. | |ove
these -- this page 3 where you clearly reference where you

got the material.

So Ms. Hancock's reservati ons about the exhibit

are noted, and we'll see what cones of the future
evi dence, but in the neantine, | amgoing to admt it into
evi dence.

MR. ENGLI SH: Thank you, Your Honor.

THE COURT: But let nme start with -- and | know
that ordinarily, M. Hancock, your customis to wait until
all cross-exam nation is conpleted before you nove the
adm ssion of these exhibits, but I would like to get
Ms. Ryll's exhibits dealt with first, before | go to
M. English's.

So I'mgoing to do themone at a tine.

|s there any objection to the adm ssion into
evi dence of Exhibit 360, which is NWVPF-42?

There is none. Exhibit 360 is admtted into
evi dence.

(Thereafter, Exhibit Nunber 360 was received

i nto evidence.)

THE COURT: Al right. 1Is there any objection --
oops, sorry. So 361 | have lost. | have | eaped to 362.

M5. HANCOCK: Your Honor, that is the
Decenber 2001 Federal M Ik O der Nunber 1, USDA docunent.
It looks like this (indicating).
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THE COURT: Well, | |abeled that as that's 42A,
and | said that it was 362.

M5. HANCOCK: 362 is 46B.

THE COURT: Oh, so | have m snunbered them
That's where |I'm m staken. Al right. Al right.

|s there any objection -- here, et ne go back and
doubl e-check this. Stay on record, |I'm okay.

Al'l right. Very good.

|s there any objection to the adm ssion into
evi dence of Exhibit 361, which is NWPF-42A?

There is none. Exhibit 361 is admtted into
evi dence.

(Thereafter, Exhibit Nunmber 361 was received

i nto evidence.)

THE COURT: |Is there any objection to the
adm ssion into evidence of 362, Exhibit 362, which is
NVPF- 42B?

There is none. Exhibit 362 is admtted into
evi dence.

(Thereafter, Exhibit Nunmber 362 was received

i nto evidence.)

THE COURT: |Is there any objection to the
adm ssion into evidence of Exhibit 363, which is NWPF-42C?

There is none. Exhibit 363 is admtted into
evi dence.

(Thereafter, Exhibit Nunmber 363 was received

i nto evidence.)

THE COURT: |Is there any objection to the
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adm ssion into evidence of Exhibit 364, which is NVPF-42D?
There is none. Exhibit 364 is admtted into
evi dence.
(Thereafter, Exhibit Nunber 364 was received
i nto evidence.)
THE COURT: |Is there any objection to the
adm ssion into evidence of Exhibit 365, which is NWPF-42E?
There is none. Exhibit 365 is admtted into
evi dence.
(Thereafter, Exhibit Nunmber 365 was received
i nto evidence.)
THE COURT: Al right. Thank you, M. Hancock.
Now, turning to M. English's four exhibits.
|s there any objection to the adm ssion into
evi dence of Exhibit 367, which is MG 39?
MR, ENGLI SH:  Your Honor, did you skip 366, which

is Maine? To your left. Sitting to your left, | think.
MR HLL: MG 50.
THE COURT: | did. Thank you very nuch. So |et

me start with that one.
|s there any objection to the adm ssion into
evi dence of Exhibit 366, which is M G 50?
There is none. Exhibit 366 is admtted into
evi dence.
(Thereafter, Exhibit Nunber 366 was received
i nto evidence.)
THE COURT: Is there any objection to the
adm ssion into evidence of Exhibit 367, which is MG 39?
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There is none. Exhibit 367 is admtted into
evi dence.
(Thereafter, Exhibit Nunber 367 was received
i nto evidence.)
THE COURT: |Is there any objection to the
adm ssion into evidence of Exhibit 368, which is MG 51?
There is none. Exhibit 368 is admtted into
evi dence.
(Thereafter, Exhibit Nunber 368 was received
i nto evidence.)
THE COURT: And there is already a concern about
the truth of the natters asserted in Exhibit 369, but

notw t hst andi ng that concern, | do ask now if there's

2023

anything further by way of objection to the adm ssion into

evi dence of Exhibit 369, which is |abeled M G 55?
There is none, no additional concern. So | do
admt, over that concern, into evidence, Exhibit 369.
(Thereafter, Exhibit Nunber 369 was received
i nto evidence.)
MR. ENGLI SH: Thank you, Your Honor.
THE COURT: Thank you, M. English.

Al right. Wuo next will cross-examne Ms. Ryll?

MR MLTNER Ryan MItner representing Sel ect
M | k Producers.
CROSS- EXAM NATI ON
BY MR M LTNER
Q Good afternoon, Ms. Ryll
A Hel | o.
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Q Sol'dlike to just junp right into a few pieces
of your testinony, Exhibit 360, and start off with a
guestion that m ght obviate the need for a bunch nore.

A Ckay.

Q If | take it and | | ook at, beginning on page 2,
t he bottom of page 2 through page 7, is the entirety of
that section intended to be background? |In other words,
isit -- is that section of your testinony justification
for adjusting the differentials without specifically

asking for any particular county to be adjusted?

2023

A. The intent of that section, which | believe is the

overvi ew of the Northeast ml|k market, that section and
t hen sone sections beyond that, would be to just provide
flavor and context for the Northeast m |k market and
dynam cs that are at play there.

Q Ckay.

A Yep.

Q So could | take that one step further and say that

there's nothing in that part of your testinmony that's
particularly applicable to any individual county or any
i ndi vi dual deviation fromthe nodel ?

A. Correct. It's not anything specific to a county
or a differential. It would be nore so, again, that
general m |k market informtion.

Q Great. kay.

So now | ' m | ooking at the bottom of page 8, and
it's the very |last sentence there which reads, "Any

changes with the Cass | price surface should be taking
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t he changes that have been explained wth m |k production,
resi dent popul ati on, and the manufacturing footprint into
consi deration."

Now, ny understanding is that those particul ar
factors -- mlk production, resident popul ation, and the
manuf acturing footprint -- those are sone of the el enents
that are included in the USDSS nodel .

| s that your understanding as well?

A. My understanding is that the nodel includes sone
of those, correct.

Q Ckay. When you say it "includes sone of those,"
does it not include any of those factors that you have
listed?

A | don't know.

Q Okay. And | now want to ask about a statenment on
page 11 in the final paragraph. It's in the mddle of
t hat paragraph, and you are tal ki ng about deliveries into
W nchester, Virginia, and disorderly mlk marketing
because of the fact that that area is a border between
Order 1 and Order 5. Gkay? And | wonder if you could
explain a little nore what type of disorderly marketing
you envision if the prices there are not aligned as you
have request ed.

A. Sure. So froma Wnchester, Virginia, standpoint,
like | talked about, it is sort of in the intersect of
Federal Order 1 and 5, and a point -- our southernnost
point when it cones to our region that | represent.

As | think about what this paragraph is trying to
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represent, it would just be to make sure that we are
aligning the price surface in an appropriate manner for

t hose deliveries into that southern region of our area,
and to not neglect the fact that that is inportant
delivery points and to not cross over themfor potentially
a higher differential. So it was inportant to align

W nchester with not only the southern portion, but the
northern portion so that it was -- they're inequitable.

Q s the goal there to disincentivize mlk from
moving fromnorth to south to get into Order 5?

A. | don't think that there's any specific goal with
that alignnent. It is just to ensure that any potenti al
di sorderly marketing doesn't occur.

Q Wel |, can you give us an exanple of what that type
of disorderly marketing m ght | ook |ike?

A. Like I nentioned before, it could be the potenti al
for mlk to junp over that specific region and nove
t owards maybe different differentials or higher
differentials without, you know, that -- fulfilling a
demand point in Wnchester.

Q Is there insufficient mlk there, in your
experience, to nmake sure that the plants in Wnchester are
adequately served?

A | " muncertain of whether or not there is
sufficient supply. It -- like I nentioned, it is kind of
our southern area.

Q Ckay. So then if you could turn to page 14,

pl ease.
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And the first sentence after the map reads:
"There were sone instances where the group chose to
utilize their experience on mlk novenents and histori cal
relationships with mlk sheds to snooth out county
differentials to reduce negative inpacts to dairy farners
and Cass | processing facilities."

| was hoping that you could expand a little bit on
what you nmean by "negative inpacts to dairy farnmers and
Class | processing facilities."

A. Sure. So as we were thinking through this and how

mlk is noving, as we have di scussed previously, those
m |l k novenents are inportant to be represented in the
differential schene. So anytine there is a potenti al
where the proposed differential or the -- excuse nme -- the
average was different than maybe what we see from a
practical standpoint of how we nove mlk, we wanted to
ensure that there was sone art behind it to also signify
kind of the practicality of the current mlk nmovenent. So
it was nore intended to utilize the -- how we're currently
nmoving m |l k conpared to what maybe the average was. So
that's -- | -- what that intention of that sentence is, is

to ensure that we're doing that.

Q And | -- | thank you for the answer, and
understand the goal | think in broad terns. And I was
wondering if in -- what you are tal king about here

specifically, if you had exanples of what sone of those
negative inpacts mght be for both dairy farnmers and

Class | plants that we mght be able to refer to.
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A | don't.

Q Ckay. |If you would turn to page 17, please.

The paragraph in the mddl e of the page begi ns by
stating: There is potential for msalignnment between the
orders if Western New York's final differentials relative
to Western Pennsylvania's are | ower than those proposed,
"1 say.

What do you nean in that sentence by "potenti al
for m salignnent between the orders"?

A So that's really referring to the paragraph in
front of it that is speaking to sone of the blend price
disparity between Order 1 and 33 today, sone of it caused
by sone difference in differentials with Western
Pennsyl vani a and Western New York. And so that sentence
is correlated closely to the paragraph above.

Q In testinony yesterday, | don't recall if you were
here or not, but there was sone -- the phrase "blend price
alignment” or sonething very simlar to it was used.

What do you nean in your statenent when you use
the term"blend price alignnent"?

A Wiere do | use "blend price alignnent"?

Q It is in the sane paragraph: "The working group
gave careful consideration to blend price alignnent."”

A. Uh-huh. Again, that's that alignnent between
Order 1 and 33. Again, today we have, as nentioned in the
previ ous paragraph, that disparity. So alignnment would be
maybe a cl oser conparison between the two.

Q When you use that term does that include an
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I nstance where a differential slope between the base price
poi nt and anot her point woul d cause depool i ng?

A. |"mnot certain that that's what causes depooling.

Q So at least in the context you are using this
phrase, "blend price alignnent” is not related to
depool i ng?

A Correct.

Q Okay. |If you continue on in that same sentence,
you state that the "consideration to blend price alignnent
bet ween Western Pennsyl vania and Western New York is in an
effort to not inpact current market dynam cs between
handl ers and producers who face different pooling access
and producer prices between the orders."

Agai n, when you use the phrase "current market

dynam cs,"” what do you nean by that?

A So | speak to sone of that regarding just mlk
novenents and that geography of how we are noving mlk
fromWstern New York to Western Pennsyl vani a, and those
are the general m |k marketing dynam cs that |'m speaking
to.

Q Are there any particular conpetitive issues or
cust omer concerns that you nean to enconpass w th your
phrase "current market dynam cs"?

A | don't believe so, no.

Q On page 18, in the first paragraph, you nmake
reference to -- and that's -- I'Il just read the sentence:
"Two of the three facilities are operated by the sane

organi zation and are often |ooked at as a unit for mlk
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mar keti ng purposes.”
Wi ch organi zation are you referring to?
A HP Hood.
Q Where you characterize those as a unit for mlKk
mar keti ng purposes, is that Hood's characterizati on?
A "' mnot sure what their characterization would be.
Q Is that -- is it DFAthen that views it as a unit

for mlk marketing purposes?

A. Thi s exanpl e, yes.

2023

Q Ckay. In the follow ng paragraph you tal ked about

the tolls around New Jersey. M. English asked you sone

guestions about that. | have kind of a philosophica
guestion for you as a co-op.
A Sur e.

Q If you -- if DFAis marketing that m Ik, and your

haul er, and therefore your nenbers, have to bear that toll

expense, if you are asking for the differential to be

increased in order to offset those expenses, your nenbers

don't receive the benefit, necessarily, of all of that
i ncreased differential, do they?
A Can you el aborate a little bit nore?

Q May be better if | just sinplify it.

If the utilization in the order is say 50% | know

it's ower but we'll just say 50% and you are incurring a

$30 toll, okay?
A Ckay.

Q But you have now increased the differential in

part to conpensate for those toll expenses, your producers
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are only getting $15 of that toll back in theory, correct?

A. Wul dn't that be the producers in the order, not
necessarily DFA specific producers?

Q Well, that's the thing. | mean, your producers,
in general -- let's -- let nme think about your answer for
a second. Maybe | answered too quickly.

Yes, let's say -- no, let ne rephrase ny

t heoretical there.

A. Ckay.

Q If all of the toll is captured in the
differential, and DFA has 50% of the mlk in the order,
your nmenbers will get 50% of that toll refunded, correct?

A. If I"mfollow ng your math, which again, | knowis

an exanple --

Q Yep

A -- right? | believe that would be accurate.

Q So why, then, would you want to put the toll in
the differential as opposed to an over-order prem um so
your nmenbers would be fully conpensat ed?

A. So as we were looking at the differentials and the
nodel averages, |'mgoing to cone back to those because
they did represent higher pricing into that area. So we
were not looking at it froma co-op specific or
proprietary or whoever else operates in the order, right?
We're signifying that there's increased costs in that
region, and it should be recogni zed through the node in
which we are able to recognize it, which today is the

differenti al s.
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Q So is your exanple of the toll then nore intended
to provide evidence for the increased cost of hauling
rather than a specific justification for a change to New
Jersey?

A It supports the notion and the averages that were
presented fromthe study of why there is increase in the
need in that Southern New Jersey area for a different
differential from Southern Pennsylvania, as | have
expl ai ned.

MR MLTNER | think that's the end of ny
guestions. Thank you.

THE W TNESS: Thank you.

THE COURT: Thank you, M. MIltner. Wo next wll
cross-examne the witness? |s there anyone el se who
wi shes to ask Ms. Ryll questions before | turn to the
Agricul tural Mrketing Service?

There is no one. The Agricultural Marketing
Service may question Ms. Ryll.

CROSS- EXAM NATI ON
BY M5. TAYLOR

Q Good afternoon

A Hi .

Q Thanks for comng to testify.

A. Thanks for having ne.
Q Just a few questions. | want to -- let's see.
want to not be repetitive. | want to turn to page 6 in

your charts, and so | just want to nmake sure it's clear

for the record, so when we go back when this hearing is
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over and try to process everything, we are readi ng these
charts right.

And so I'Il start at Table 3, and if you could
just read a line, because | -- explain the nunbers and
just pick aline. And | particularly want to nmake sure we
understand what the final colum represents, so | think if
you do that, that woul d help.

A. Got it. Ckay.

So I'mgoing to pick Maryland. So if you were to
| ook at the state of Maryland, and |I'm | ooking at the year
2000. So Maryland, the population is -- again, this data
is comng fromthe census -- Maryland is represented by
5, 311, 000 resi dents.

The next columm over is utilizing the per capita
m | k beverage demand per person. So it is signifying that
on average in the U S. fol ks have been drinking 197 pounds
of mlk per year.

So then the next column over is |ooking at those
folks in Maryland and the average beverage demand that per
capita we have found through statistical information.
There it's saying -- it's multiplying those and it's
sayi ng that based upon the information that we have, the
total m |k beverage denmand in the state of Maryland is
1,045,000 -- actually, it's not a mllion, that's in
mllions. So would that be 1,045, 000, 000.

And then if you |l ook across to the next columm
which is mlk production, so this is mlk production, a

USDA statistic of how much in the year 2000 was produced
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on dairy farns in the state of Maryland. You are |ooking
at 1l-point -- I'"'mgoing to round up -- 1.4 billion pounds
of mlk in Maryl and.

So when you conpare those two nunbers, the total
m | k beverage demand in the m |k production, so you take
1 billion divided by 1.4 billion -- again, |I'mrounding
here -- you get that 77% So it's signifying --

THE COURT: Let me stop you.

THE W TNESS: Yep

THE COURT: You said 1.4 billion.

THE W TNESS: Yes.

THE COURT: So that's not exactly right because
there's a zero in there.

THE WTNESS: Sorry, for that one | thought | said
1 mllion -- or 1 billion.

So the 1.045 billion pounds is the total mlk
beverage demand, and that is then divided by the mlKk
production, which is 1.351 billion for the year. And so
it denonstrates that 77% to the right, that their mlKk,
if you were to ook at it apples to apples, 77%-- excuse
me, I'mdoing the math here -- it's the beverage denmand
conpared to m |k production. So in Maryland, for exanple,
t hey have nore m | k production conpared to beverage
demand. So 77% of their mlk production is utilized for
beverage demand in the state of Maryland. Theoretically,
right, in these charts, these math charts.

BY M5, TAYLOR
Q Ckay. And | won't say conversely, but let's go to
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Rhode Island where it says 738% That's telling ne that
actually their beverage demand is 738% of their actual
m | k production --

A Correct.

Q -- so they need to inport mlk?

A Correct. Yep. And | wll say that | think
M. Gallagher fromDFA will be here, and he can expl ain
sone of these math tables |later, because he is the -- he
hel ped create them

Q Ckay. Thank you

| want to turn to page 8. And a lot of this text
uses the data on the previous page about -- from Table 4
on producer mlk receipts and what class they are used in
and in what zone they are used in.

And -- and so that tal ks about use of m |k, your
data on the previous page, page 7.

A Correct.

Q But you have a sentence in here on page 8, and
it's the second to the |ast paragraph, it's a clause at
the end of the sentence, and I'Il start, "Local mlk
supplies are being utilized to fulfill Cass Il and 111
demand, while Class | mlk supplies nust travel further
today at a higher cost per mle than before.™

And I'mtrying to -- | know there's been
di scussion of that, but is there data in your testinony to
support that or is that based on your know edge, you know,
working in that area? Because | didn't quite see the data

there. | could be mssing it or it could be just based
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of f your know edge since you have worked in that area for
a long tine.

A. | believe that was primarily driven off the
knowl edge of working in that region and where mlk is
produced conpared to where it's delivering to today versus
where it was, say, ten years ago.

Q And can you talk a little bit about that, then?

A Sure. So | think in the testinmony |'mreview ng
primarily Class Il and Il growmh in certain zones and
regions. And as | |ook at production in those certain
regions, | think you can notice that there's -- fromny

know edge, that there would be growh in those counties
associated with those zone differentials froma production
st andpoi nt .

So to me, looking at the data, it would signify
that that mlk is being utilized for those |ocations,
those Class Il and Il locations. And then we're
therefore, nmoving mlk -- continuing to nove mlk to the
Class | market, and as di scussed, the higher costs
associ ated with that hold true.

Q On page 9 at the bottom here you are talking a
l[ittle bit about your Farm Credit East February 2023
publication that | believe is an additional exhibit, and
you nmention how it tal ks about other factors that
contribute to increased costs in addition to the ones you
t al ked about since you own and manage, DFA owns and
manages a fl eet.

And | was just curious if you would el aborate on
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what ot her costs -- assumng they are in the exhibit, but
since | haven't read that exhibit yet -- what other costs
are you tal king about there?

A So you are tal king about what the Farm Credit is
t al ki ng about other costs?

Q Yes. You tal k about one factor, right?

A Yeah.

Q It goes on to say one factor is inconsistent truck
wei ghts, volunes all owed on roads, et cetera.

But are there other costs besides that?

A Yeah. So there are other costs that are discussed
beyond the road weight situation and |ocal laws. Of the
top of ny head | can't tell you exactly what they are.

Q Ckay. | did want to note, we were |ooking at your
Tabl e 6 on page 13, and you went over that in detail wth
M. English about there was a few differences between
what's in the table. But what we did notice, and | just
say this for people to look at, is | think your map
actually has the correct nunbers, it's just the table that
m ght be different.

A | think you are correct there.

THE COURT: So, Ms. Taylor, you are telling us
that if we use the nunbers that are on page 14 on the map,
those may vary in a few instances fromwhat we see in
Tabl e 67

M5. TAYLOR: Yes. But what's in Map 2 | ooks to be
consistent with what is in the actual proposal of National
MIk. And | just wanted to kind of note that for the
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record if people see differences.
THE COURT: Thank you.
BY M5, TAYLOR
Q |"mgoing to turn next to pages 15, going into 16.
So at the bottom and here you are tal king about
Western New York, and there was the manufacturing side of
t hi ngs, the plant expansions that have happened over
there. And what | gather, and | just want to nmake sure
|"m hearing this correctly, is out there, sonme of the
adj usted -- adjustnents you nmade were to align those
counti es because of the inpact that the surface has on
producer pay prices.
Wul d that be correct?

A Yes.

Q And then | did want to note, because you have at
the bottomof that first paragraph on page 16, and | don't
think it's been discussed, the |ast sentence: "Regardless
of the outcone of this hearing, it is requested that a
nodi fication be nade to align the differentials between
Al | egany” -- and sone other county | can't pronounce --

A Cat t ar augus.

Q -- "Cattaraugus Counties to reduce any disorderly
mar keting of mlk within Western New York that woul d
negatively inpact farns."

So this is kind of a slight nodification. | just
wanted to kind of inquire a little bit about that because
| don't think that's been di scussed.

A. Sure. The scenario that's being discussed here is
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that there is a new plant being built in Cattaraugus
County, and that plant is designed to be the repl acenent
for a plant in Allegany County. And so if you | ook today
at where those counties sit froma differential
standpoint, they are different. And when you think about
where that mlk supply cones fromto feed those two
facilities or that one facility that is currently
operating, that same mlk supply will be supplying the new
facility in Cattaraugus County. And so the intention
there is just to ensure that there's alignnent because we
will still be utilizing fromthe sanme m |k supply as one
i's being closed and anot her opened.

Q Ckay. Is it -- aml to take it that the ownership
of the plant closing and the plant opening is the sane?

A Correct. Yes.

Q Ckay. So that's a nodification on top of any
other differential regardless of where the Departnent
conmes out, you would Iike to see those aligned?

A That's correct.

Q And just to close the circle, you tal k about
al i gning those woul d reduce any disorderly marketing of
mlk within Western New York that woul d negatively inpact
farms.

Coul d you just expand on what you are talking
about there?

A Again, that's specific to those vol unes where one
woul d be -- the new facility would be, | guess a term

woul d be back-zoni ng because you are reducing the
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differential at the new facility conpared to --

Q

o >0 > O P

Ch, that's the way it goes --

-- the old facility.

-- right now

Correct.

Ckay.

Yep.

| want to turn to page 17.

| think you talked to M. MItner about this a

2023

little bit, but | wanted to follow up on that second to --

second paragraph down starting with "historically." And

this is -- you're talking about a line -- let ne see if

wote here, for blend price alignnent between Orders 1 and

33, and you talk about currently in the $2.00 zone it's

averaged a difference in blend of negative $0.21 per

hundr edwei ght - -

A
Q

A

Correct.
-- over your time period.

Does that nean that in Order 33 is higher?

That's correct. Yep. 33 would be higher by $0.21

conpared to Order 1

Q

So | just want to nmake sure we're clear.

So to producers they would rather, under the

current arrangenent, as what | read, service Order 33

where they can get a higher pay price than Oder 1. |Is

that what |'m-- should interpret?

A.
Q

That woul d be an interpretation, yes.

And that's currently a problenf
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A. |"'mnot certainif it's a problem | would say it
is a dynamic that's faced in Western New York and Western
Pennsyl vania, that we need to -- we have | ooked at when it
cones to looking at that differential in that area, the
$4.00 zone, the flattened $4. 00 zone.

Q s it a problem because then the plants in that
area can't get the mlk they need because it wants to go
over to Order 33?

A. | think that -- again, | don't knowif it would be
considered a problem | think it was just |ooking at sone
of the alignnent and potential issues with how the
differentials are aligned today and how we' re proposi ng
t hem

So today, those differentials would cause that
Western New York m Ik to be noving backwards in zone if
it's facilitating novenent. And in the current proposal,
they maintain the sane one. So | think it would -- it's
not necessarily a problem is not necessarily how I
woul d - -

Q It's just that mlk is noving against the zones?

A Correct. Yes.

Q Ckay. Further down on the bottom of the page,
think you did discuss this with M. MItner and | m ssed
it, so ny apologies. There's a sentence in that | ast
par agr aph how you are tal king about fromthe two counties
there in New York, you wanted to enhance the relationship
t hese counties have with Suffol k County, Massachusetts.

| just wanted you to expand on what you nean by
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"enhance the current relationship"?

A. Sure. That was neant to recognize the additiona
cost conpared to the $0.75 spread that there is today
bet ween those counties and Suffolk County. It increases
by $0.15 to recogni ze that additional cost to service,
moving mlk fromCentral New York to Suffolk County, or to
counties in that general geography.

Q And that's an additional cost you think nmaybe the
nodel didn't account for?

A That is -- yes. Yes.

Q And what is -- what -- what kind of nakes up that
addi ti onal cost?

A Yeah. So some of it could be relative to hours of
service and at -- in drive tinme associated wi th noving
fromkind of Central New York to Franklin is the exanpl e,
Suffol k County, Boston area. So hours of service, for
exanple, if drivers are having to |ay over on their way
home will cost additional. Some other things that coul d
be included is you go over a nountain range, which woul d
be Berkshire, sonme would call thema hill, but | think
t hat sone of those costs associated wth that novenent.
And in sonme cases there's permtting itens relative to
states crossing over state borders that naybe are not
accounted for.

Q Okay. Thank you. That's hel pful

And then on page 18, | hate to beat a dead horse,
but let's talk about the tolls again in New Jersey.

A. It's a nice subject.
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Q You tal k about how you built in $0.10 --
addi tional $0.10 in New Jersey to account for that?

A Yes.

Q Just wondering kind of why $0.10? Were did that
nunber cone fronf

A Sol think -- I"mgoing to cone back to the nodel
on this and what the average of May and Cctober did. To
sone degree it did actually provide that differenti al
wi thout nme putting it in there. | think it was nore so
in-- that $0.10 is nore so to ensure that we're
mai nt ai ni ng the spread between Sout heast Pennsyl vani a and
Sout hern New Jersey. Again, the nodel was signifying that
it was an increased cost already, and we are just
provi ding sone additional information to denonstrate the

need to keep that difference aligned.

Q Ckay. So | haven't |ooked at the nodel nunbers on
t hose specific areas yet, but -- so what you are saying is
t he nodel cane out and did show an increase in -- increase

t he sl ope between those areas, but there's additional
costs so National M1k has proposed an additional $0.10 on
t he New Jersey si de.
Am | understanding that correct?

A | don't believe that -- | think -- | think the
$0. 10 is the spread between the Sout heast Pennsylvani a and
Sout hern New Jersey. We didn't just plug in $0.10 on
that. It was, again, a denonstration based on what the
nodel was telling us needed to happen, and that's why

there is that difference.
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To make up sone of it, |I -- | provided detail on
the tolling, the toll information, the $0.06, and then the
wei ght vari ance sizes, the weight restrictions that we
have.

Q Uh- huh.  Ckay.

M5. TAYLOR | think that's it from AMS. Thank
you.

THE W TNESS: Thank you

THE COURT: Are there any other questions before |
ask for redirect?

M . Rosenbaum

CROSS- EXAM NATI ON
BY MR ROSENBAUM
Q Steve Rosenbaum International Dairy Foods
Associ ati on.

Foll owi ng up on questions by USDA, if you could
turn to Table 4 on page 7 of Hearing Exhibit 360, that
table is conmparing the zone in which mlk was received in
Decenber 2001 versus Decenber 2022, correct?

A Correct.

Q The hi gher zones are associated with the higher
popul ati on, right?

A. Ceneral |y speaki ng.

Q | nmean, Boston and New York woul d be the highest
for exanple, correct?

A CGeneral |y speaking, vyes.

Q Ckay. And so what -- and of course in the end,

the mlk has to get delivered in a package to the consuner

TALTY COURT REPORTERS, INC. 8574
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 Novenber 28, 2023

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

at their grocery store, correct?

A Sur e.

Q And so there's two legs of the journey: One is
the leg of the raw mlk to the processing plant, and the
other is fromthe processing plant to the consuner,
correct?

A Sure. Yes.

Q And if | understand your table, what this is
showi ng is actually the processing has actually noved to
nore rural areas closer to where the farns are between
2001 and 2020.

s that a fair understandi ng?

A For which cl ass?

Q Well, for all of themreally. That is to say,
it's originally, in 2001, 17.7%of total receipts were
bei ng received by a plant in the highest popul ati on area,
correct? Because they are the ones with the biggest
| ocation differential, correct?

A 17. 7% was received in a 3.15 or above zone,
correct.

Q And that woul d have been m Ik that was transported
to that processing facility in -- as raw mlk, correct?

A Correct.

Q And whereas that's fallen to only 6.4%in 2020,

correct?

A. That's correct. There is sone probably detail on
that surrounding farmlocation as well, right?

Q Well, overall, | nmean, the total anpunt, the tota
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receipts is actually pretty simlar between 2001. It's a
little over 2 billion, and in 2022 it's 2.2 billion,
correct?

A Correct.

Q But the -- the location at which the mlk stops
being the responsibility of the producer and starts being
the responsibility of the processor, that is actually that
point is nowin a nore rural area, correct?

A. If we're assum ng that any zones that are |ess
than the 3. 15 woul d be considered rural, yes.

Q Ckay. Well, I"'massumng the two -- well, | nean
for exanple, the 2.35 and bel ow, which is the | ow zone,
whereas previously 19. 1% of the m |k was received there,
now it's 27.3% correct?

A Correct.

Q And as | say, to take the other extrene, the 3.15
and above, which previously was 17. 7% of total receipts,
that's fallen to 6.4% correct?

A Correct.

Q Is it fair to say the burden of getting the mlKk
to the actual consuner, that's actually shifted nore to
t he processor over the last 20 years?

A |"mnot sure that's fair.

Q Is it fair to say that, in fact, it's nore
expensi ve generally to transport packaged m |k than raw
mlk?

A | don't have know edge of how expensive it is to

transport packaged m | k.
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1 MR. ROSENBAUM That's all | have. Thank you.

2 THE COURT: Ms. Hancock.

3 M5 HANCOCK: Thank you, Your Honor.

4 REDI RECT EXAM NATI ON

) BY MS. HANCOCK:

6 Q Ms. Ryll, I just want to turn to page 13 of your

7 testimony in Exhibit 360.

8 | just want to -- | appreciate Ms. Tayl or

9 comenting on the fact that the nmap on page 14 is correct.
10 | just want to make sure that as we finalize your

11 testinony into the record that we just correct those

12 itens, because I know how hard you have worked on al

13 this, and | want it to be as perfect as you intended.

14 So I"'mgoing to conpare this with Exhibit 299,
15 | which is actually National MIk's proposal. That's what
16 | you had testified was actually the correct nunbers to nake
17 sure that we're using?
18 A Correct.
19 Q Ckay. And so if we look at, on page 13, |I'mon
20 | Table 6 --
21 M5. HANCOCK: And Your Honor, | would ask if, as
22 she confirns these, that we can correct the record copy
23 | that's in the record as well.
24 THE COURT: Al right. Geat. So nake sure we're
25 | all on the sane page. W're all |ooking at Exhibit 360,
26 and we're on page 13. And we will change those as we go.
27 M5. HANCOCK: Okay. And | believe there's eight
28 | total
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BY Ms. HANCOCK:

A Correct.
Q And the second one --

al so have to change the $0.10 to $0. 05?
MS. HANCOCK: That's correct, Your Honor.

the | ast colum. Ckay.
BY MS. HANCOCK:
Q Ckay. And the next one woul d be New York

should be $4.00; is that right?
A That's correct.
Q And so that should be negative $0.05?
A Correct.

M5. HANCOCK: Very efficient.

BY Ms. HANCOCK:

$4. 507
A. Correct.

Q The first one being Frederick, Mryland, and your

THE COURT: Wit just a second. So then don't we

THE COURT: Ckay. So the final two col ums
we'll -- in each case, we'll make an adjustnent in the

next to the last colum. W'I| also nake an adj ust nent

And your testinony in Table 6 has $4. 10, and that

THE COURT: So just put parentheses around it.

Q And then if we go to the next one, if we're ready,

Ber ks, Pennsylvania. You have $4.45, and that shoul d be

Q So that difference would be positive $0.05?

proposed differential that you have noted in your chart on
Table 6 is 4.65, and that should be 4.60; is that right?

in
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A Correct.

Q And the next one woul d be Cunberl and,
Pennsyl vania. And simlar we have $4.45, and the correct
nunber shoul d be $4.507?

A Correct.

Q So that should be a positive $0.15?

A Correct.

Q And the next one woul d be Lancaster, Pennsyl vani a.

It has $4.55; it should be $4.607?

A Correct.

Q And that would be a positive $0.15 --

A Correct.

Q -- difference?

The next one would be |ike Lycom ng, Pennsyl vani a.

It has $4.25 currently; it should be $4.207?

A Correct.

Q And then that would be a negative $0.05
di fference?

A. Correct.

Q The next one would be Schuyl kill, Pennsylvani a?
A It's a tough one.
Q It is alittle public quiz and ny inability to

pronounce wor ds.
It has currently $4.45, and it should be $4.507?
Correct.
And so the difference would be a positive $0.15?
Correct.

o > O P

And then finally, York, Pennsylvania, has $4.55,
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t hat should be $4.60; the difference would be positive
$0. 157

A Correct.
Q Ckay.
M5. HANCOCK: And, Your Honor, that is all | have
for Ms. Ryll. | appreciate the indulgence to get those

corrected in the record copy.

THE COURT: Al right. Are you confortable with
what you have done? Very good. Wuld you bring it to ne
and let nme conpare it with what | did just to be sure in
case | got it wong? Thank you. Don't leave. This is
going to be very short.

We agree. Thank you. [|'m happy.

M5. HANCOCK: Ckay. Good. Thank you.

Your Honor, that is all we have for Ms. Ryll.

THE COURT: Al right. Thank you. | amvery
i npressed with your work. Thank you.

THE WTNESS: Thank you

THE COURT: | think it was very helpful. | think
your cross-exam nation was very hel pful.

THE WTNESS: Thank you.

MS. HANCOCK: Your Honor, our next witness is
M. Scott Werne.

THE COURT: W want to take a little break? A
little five mnutes?

W're all good. We'IlIl keep going.

M5. HANCOCK: Good afternoon, M. Werne.

Your Honor, everyone should be receiving Exhibit
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NMPF-43 that we'll mark as our next exhibit.

THE COURT: Al right. Now, if | am caught up,
do not want to m sspeak, the next exhibit wll be 370.
All right. So this will be Exhibit 370.

(Thereafter, Exhibit Number 370 was marked

for identification.)

THE COURT: And while that's being distributed,
woul d you please, M. Wernme, in the witness stand, state
and spel |l your nane.

THE W TNESS: Scott Wernme, SGOT-T, WER ME

THE COURT: So your |ast nane ends in E?

THE WTNESS: Correct.

THE COURT: Thank you.

And have you previously testified in this

pr oceedi ng?

THE WTNESS: | have not.
THE COURT: Al right. 1'd like to swear you in.
SCOIT VEERMVE,

Being first duly sworn, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON
BY MS. HANCOCK:
Q Good afternoon, M. Werne.
Did you prepare Exhibit 370 in preparation for
your testinony today?
A | did.
Q Wul d you mind providing us wiwth that testinony,

just being m ndful of your reading speed for the court

TALTY COURT REPORTERS, INC. 8581
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 Novenber 28, 2023
NATI ONAL FEDERAL M LK MARKETI NG ORDER PRI CI NG FORMULA HEARI NG

reporter.

A I will.

Q Thank you.

A. Thank you for the opportunity to testify. M nane
is Scott Wernme. | retired fromAgri-Mrk in 2021 after a
31-year career wth the cooperative. During ny career, |
hel d positions in nearly every corner of the cooperative,
starting as a field representative and noving to ot her
supervisory roles such as plant nanager, plant accounti ng,
and hauling and transportati on manager. My last position
was seni or vice president of nenbership, a role that
i ncl uded nenbership services and overseeing bulk fluid
sales of nmenber mlk to the region's m |k processors.
Agri-Mark retained me post-retirement as a consultant to
assist with special projects and the transition of
| eadershi p, where | have experience and experti se.

Agri-Mark, a dairy cooperative in the Northeast,
is owned and operated by over 550 dairy farmfamlies
across New Engl and and New York. Qur nenbers are pool ed
in Federal Order 1. The cooperative has been marketi ng
mlk for dairy farnmers since 1916 and has headquarters in
Andover, Massachusetts, and Waitsfield, Vernont. Those
farmfamlies supply nore than 3.2 billion pounds of farm
fresh mlk that we use to make our award w nni ng Cabot
branded cheeses, dairy products, and ingredients.
Agri-Mark operates three cheese manufacturing

facilities located in Cabot, Vernont; M ddlebury, Vernont;

and Chat eaugay, New York.
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THE COURT: And woul d you spell Chateaugay for us.

THE WTNESS: CHA-T-E-A-U GA-Y.

THE COURT: Thank you.

THE WTNESS: These are pool ed supply plants. The
cooperative manufactures and markets val uabl e whey
proteins around the world, produced at the M ddl ebury,
Vernmont, facility. Agri-Mark also operates a butter
powder facility in West Springfield, Massachusetts, that
is a non-pooled supply plant. Additionally, Agri-Mrk
supplies fresh fluid mlk to the region's |argest dairy
processors.

| amtestifying today on behalf of Agri-Mrk and
our 550 dairy farmfamlies. | have been marketing mlk
in the cooperative for seven years. | have considerable
experience in nmoving mlk through the region and within
t he confines of Federal Order 1.

Agri-Mark is in full support of National MIk
Producers Federation proposal for nodernization of the
Federal M|k Marketing orders. More specifically,
Agri-Mark supports NWPF Proposal 19, update the O ass |
differentials pricing surface throughout the United
St at es.

The current Class | pricing surface map was a
product of the Federal Order Reform process that concl uded
with inplantation of new or revised regulatory policies in
2000. NMPF's proposal to evaluate the C ass |
differentials is critical to our overall efforts of FMMO

nmoder ni zat i on.
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Since 2000, the dairy industry and | andscape has
changed significantly. The nunber and | ocation of farns
and fluid mlk processors, consuner demand, and popul ati on
centers have all changed dramatically. Wtnesses who have
preceded nme have entered data into the hearing record to
support this. A driving factor for mlk marketing over
the | ast 20 years is the enornous change in the cost of
transporting raw m | k.

As others nentioned in previous testinony, the
NVPF proposal for Class | differentials has its foundation
i n nodeling results published by the University of
W sconsin. The nodel's outputs using data from May ' 21
and Cctober 2021 were averaged to reduce variability. As
has been di scussed previously, individual cooperative
representati ves were broken up by region to allow for nore
detai l ed and specific conversati ons.

The Northeast working group was then tasked with
conparing the results of the nodel to see if estimnated
m | k values derived fromthe nodel were consistent with
actual mlk novenents and historical relationships.
Utimately, the group was asked to determne if adoption
of the nodel's output would help to pronote orderly mlk
mar keting given current or future plant |ocations.

In the Northeast region, nost counties fell within
a reasonable relationship with the average of the nodel's
May 2021 and Cctober 2021 outputs. Conpared to current
Class | differentials, the nodel resulted in nmuch higher

val ues at nearly all locations. Justifications for these
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I ncreases were due to significant changes in the dairy
| andscape over the past 20 years, and especially changes
in historical m |k novenents.

| will focus ny testinony on the areas of the
Nort heast in which | have expertise, in which the NWPF
proposed differentials differ significantly fromthe
out put of the nodel, nanely Mine, Northern Vernont, and
Nort hern New YorKk.

Mai ne: The differentials generated by the nodel
were | ower for Miine and Sout heastern New Hanpshire.
However, there are two Cass | plants in Cunberl and
County, Maine, that rely on local mlk. If the nodel
results were adopted unchanged, the respective
differentials would have incentivized Maine mlk to | eave
the state for plants in Eastern Massachusetts;
addi tionally, the Southern New Hanpshire m |k would have
been incentivized to flow into western Massachusetts. To
prevent incentivizing counterintuitive mlk novenent, the
Nor t heast working group agreed to flatten the proposed
Class | differentials for the Maine zones to keep the
rel ati onships consistent wwth the current C ass |
differentials. The average increase for C ass |
differentials in Maine was $0.23 per hundredwei ght above
t he nodel out put.

So, Your Honor, | would |like to pause there for a
monment. The last tinme we were here, | don't know if
sonet hi ng was said by one of the folks testifying, and I

went back to doubl e-check those nunbers that | had entered
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as ny testinony, and as it turns out, | used the
differentials for the area correctly, but took the
difference fromthe wong colum. | used the Cctober
colum rather than the average colum. So | would like to
be able to correct those here today.

THE COURT: You are certainly welcone to. Now,
it's interesting, because the wi tness who just stepped off
t he stand on purpose used the Cctober data.

THE WTNESS: | caught that.

THE COURT: But you didn't intend to.

THE WTNESS: No, | did not intend to.

THE COURT: All right.

THE W TNESS: (kay.

THE COURT: So, yes, you will certainly -- now,
the easiest way for us to do this is as we dwell on every
change you want to nmake, we'll nmake it on the record copy.

THE W TNESS: Three changes.

THE COURT: Ckay.

THE WTNESS: So the first one, Miine was --
wrote Maine was $0.23. It should be $0. 39.

THE COURT: Al right. So this is in your
par agraph on page 2 of Exhibit 370, also NVWPF-43, in the
paragraph on Maine, the last full |line, we are changing
$0. 23 per hundr edwei ght to what ?

THE W TNESS: $0. 39 per hundr edwei ght.

THE COURT: $0. 39 per hundredwei ght. Thank you.

THE WTNESS: Northern Vernont: In Vernont's

nort hernnost counties, the Northeast working group reduced
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2023

the differentials by $0.35 per hundredwei ght fromthe
nodel 's results.

That $0. 35 should read $0. 20.

THE COURT: 2-5.

THE WTNESS: 2-0. Sorry. $0.20.

THE COURT: $0.20, 2-0. Al right. So we're
changi ng $0. 35 per hundredwei ght to $0.20 per
hundr edwei ght .

THE WTNESS: Correct.

THE COURT: 0.20 dollars per hundredweight. All
right.

THE WTNESS: In this region there are no
significant delivery points and none are expected in the
near future. MIk generally flows to Eastern
Massachusetts, Western Massachusetts, and Vernont points
further south. The lower differentials in Northern
Vernmont provide nore of a slope to incentivize mlk
novenent and better offset the cost of noving mlk to
t hese | ocati ons.

Nort hern New York: In Northern New York, the
Nort heast working group reduced differentials $0.30 per
hundr edwei ght bel ow t he nodel ' s out put.

That shoul d read $0. 15 per hundr edwei ght.

THE COURT: Al right. So on the first |ine under

"Northern New York" on page 2, we are putting $0.15?
THE W TNESS: 15.
THE COURT: 1-5.
THE W TNESS: 1-5.
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THE COURT: And striking the $0.30 per
hundr edwei ght .

THE WTNESS: | apol ogize for this, but I'mglad
caught it.

THE COURT: Yeah. Actually, you know, |'m sorry,
it's all good. But you specifically wanted to use the
Cct ober --

THE W TNESS: The aver age.

THE COURT: Ch, the average rather than the
Cct ober ?

THE W TNESS: Correct.

THE COURT: Under st ood.

THE WTNESS: This was especially necessary for
the significant supply in St. Lawence and Jefferson
Counties. MIlk fromthese counties needs to nove east.
The lower differentials at the source counties increased
t he sl ope needed to incentivize appropriate mlk novenents
to Northeastern New York and North and Central Vernont.

In summary, Class | differentials are outdated and
need noderni zation to reflect the changes in the dairy
i ndustry since 2000. The University of Wsconsin nodel
provi des a sound and | ogi cal basis for updating C ass |
differentials. However, as noted above in the exanpl es of
Mai ne, Northern Vernont, and Northern New York
nodi fications fromnodel results are necessary to preserve
actual mlk novenents and historic relationships and to
mai ntain orderly marketing of mlKk.

THE COURT: Al right.
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Ms. Hancock.

M5. HANCOCK: Thank you, Your Honor, at this tine
we woul d make M. Werne avail able for cross-exam nation.

THE COURT: Thank you.

Who wil|l begin?

M5. BULGER: Good afternoon.

THE COURT: Good afternoon.

CROSS- EXAM NATI ON
BY MS. BULGER
Q Grace Bulger for MIk Innovation G oup.

Thank you for your patience, M. Wrne. | had a
| ot of questions about the October or average difference,
so | was just rearranging a few things.

A Ckay.

M5. BULGER: But | do have a few exhibits that |
would like to ask to have in front of the w tness.

THE COURT: Yes. Tell us which ones they are.

M5. BULGER. So -- and | apologize if | don't use

t hese -- because, like | said, thank you for sparing ne
sone questions. Exhibits 53, 58, 301, 366, 368, and 369.
THE COURT: Ckay. |I'Il supply the 301, and you

may approach the witness wth ny extra copy of that one.
And he has a yardsti ck.

Also, I'mgoing to -- sonme of these don't need a
yardstick, but they still need a ruler.

THE WTNESS: Ckay. Thank you.

THE COURT: Now, the others we're gathering, so

let's go off record for just a nonent.
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(An off-the-record discussion took place.)
THE COURT: Let's go back on record.
W' re back on record at 4:39.
Ms. Butcher (sic), you may proceed.
M5. BULGER: Thank you.
BY MS. BULCGER

Q Good afternoon, M. Werne.

A Good afternoon.

Q So you say on page 1 of your testinony that
Agri-Mark operates three cheese manufacturing facilities:
Two in Vernont, one in New York, which were pool supply
plants, correct? And Agri-Mrk also operates a butter
powder facility in Massachusetts which is a non-pool
supply plant, correct?

A Correct.

Q For each of those, can you tell ne whether they
are full supply or balancing plants?

A. The one in West Springfield is a bal ancing pl ant.
The others are full supply, running either seven days a
week or -- the Cabot plant runs five or six days a week.

Q Are these plants supplied only by
Agri - Mar k- produced raw m | k?

A Yes.

Q And Agri-Mark supplies raw mlk to the region's
dairy processors, right?

A It does.

Q Who does Agri-Mark supply fresh fluid mlk to?

A. Well, we supply a nunber of custoners that are
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Class Il, dass I, Cass IlIl. | don't think we supply any
Class IV plants. C(Cccasionally we do, and they are pretty

much all over New England, in every state.

Q So are all of those processors fully regulated on
Order 17
A "' mnot sure about the snmaller ones, but | would

say yes. The large ones are for sure.

Q Are any of those processors partially regul ated?

A | don't know that.

Q What portion of Agri-Mark's mlk goes to
Agri-Mark's plants?

A How about 75%

Q | have a few questions about your involvenent in
wor ki ng on the proposed differentials.

And so ny first question is: Wat group were you
in?

A. Federal Order 1, Northeast.

Q Wo el se was in your group?

A. There were folks fromVirginia Upstate, DFA, and
Land O Lakes, | believe.

Q When did you begi n working together?

A | came into the process late actually. Qur
econom st, Catherine de Ronde, asked ne, invited ne to the
conversation probably, | don't know, halfway in, maybe.

Q And what was your specific role?

A Early on she just wanted ne to sit in on the calls
tolisten in and to sort of vet what was happeni ng agai nst

what | used to do for the cooperative, which was find
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honmes for all the mlKk.

Q So when you started working with this group, your
expectation was -- was your expectation nore so to be
i stening?

A Yes.

Q Yes?

And did you -- did you end up contributing nore
directly?

A. Yes. But mainly on what | testified to today.

Q So on page 2 of your testinony you say that the
Nor t heast working group was asked to determne if the
adoption of the nodel's output would help pronpte orderly
m | k marketing given current or future plant |ocations.

A Yes.

Q How woul d you define orderly marketing?

A | woul d define orderly marketing as how m |k
really noves in a region. How it actually noves, where it
comes from how we arrange hauling, and whether it noves
hopefully with the zones rather than agai nst the zones.

Q So you said "in a region."

VWhat in your mind is needed in the Northeast to
pronote orderly marketing?

A. | would say it's knowing where all the mlk is,
knowi ng where -- and | can -- I'mreally only speaking for
Agri-Mark on this, but know ng where all our mlk is, how
many pounds is in each area of our co-op. W have hauling
areas that we break things up into so that we know where

the mlk is, and to know what we have -- what we have set
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up for contracts for the follow ng year and what our
plants -- what our individual plants take, and what they
need every day, and what our orders are that cone in --
typically in our business they cone in -- well, in Federal
Order 1 they conme in -- they start comng in on Thursdays
t he orders cone in.

Q When you began your work, were you open to the
i dea that the nodel output could be sufficient as is?

A. | don't know that | had an opinion on that early
on.

Q Like I -- 1 read fromyour testinony that you were
asked to determne if the adoption of the nodel output
woul d help to pronote orderly m |k marketing.

Did you answer that question independently, if
adoption of the nodel's output, on its own, would help to
pronote orderly m |k marketing before maki ng adj ustnents?

A. | would say that that -- | was -- that -- | cane
to that opinion probably in one of the joint calls with
the -- with what we were tasked to do in |ooking at the
orders in the Northeast, |ooking at the differentials.

Q Did the group consider that a threshold question
bef ore maki ng adj ustnents, whether on its own it --

A. Coul d you kind of clarify that?

Q | guess I"'masking if -- if the group was asked to
determne if the adoption of the nodel's output would help
to pronote orderly mlk marketing, before making any
adj ustnents, did the group have a conversati on about just

the answer to that question with the nodel output on its
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own?

A. | think the group realized pretty early on that
there were areas in the nodel that we would need to | ook
at to inprove the orderly mlk marketing.

Q And back to that quote one nore tine, "given

current or future plant |ocations,"” which future plant
| ocations are you referring to?

A. At the time we knew that -- Skylar tal ked about
earlier today -- that there was going to be a new | arge
Fairlife plant in New York, and G eat Lakes Cheese was
going to build, or is in the process of building, a plant
that would actually double the intake of the plant that is
cl osi ng.

Q And is that replacing an existing plant?

A. | believe it is.

Q And now | want to point to page 1 of your
testinmony. | apologize for junping around a bit.

You say that the dairy industry and | andscape has
changed significantly since 2000, and specifically you
refer to changes in the nunber and |l ocation of farns and

fluid mlk processors, consuner demand, and popul ation

centers.

So how for each of those three factors -- and |
can repeat them back to you if you need -- how have they
changed?

A. In terns of farnms, | can only speak for us, of

course, but | would say back in 2000 we had over 2,000

farms. Now we're down to 550-ish. W're at 3.2 billion
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pounds of mlk. | don't know what the nunber was in 2000,
but it was nuch less. It was probably 2.5 billion pounds
of mlk, I would guess. There have been a | ot of plant

closings. | know fromny product accounting days in West

Springfield, kind of where a ot of mlk cane fromat the
time, and where we bought creamfromto run our butter

plant, and there's a |ot of those plants that don't exist

anynor e.
Q And so tal king about factors -- and, now, |'m
sorry, again, to junp to -- on page 2 of your testinony,

you say, "A driving factor for mlk marketing over the
| ast 20 years is the enornous change in cost of
transporting mlk"?

A Uh- huh.

Q A driving -- | wonder -- a driving factor towards
what ? What do you nean by "a driving factor"?

A. The driving factor in the cost of noving mlKk.
The change in the cost of nmoving mlk, even from when |
becane nore intimately involved in it in 2015 to when
retired six years later, the cost of noving mlKk increased
quite dramatically. Haulers needed an increase. W were
| osi ng haul ers because they couldn't get paid enough, and
we had to constantly send out cost surveys to our haulers
to make sure that they were being paid correctly. And
t hey never went down.

THE COURT: The costs never went down?
THE WTNESS: The costs never went down.
BY M5. BULCER:
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Q And are you famliar with the University of
W sconsi n nodel ?

A. Si nce becom ng part of this, yes.

Q Do you agree that the University of Wsconsin
nodel factors in hauling costs to its output?

A Yes.

Q I n your opinion, does the University of Wsconsin

nodel sufficiently take into account the various changes
t hat you have descri bed?
A | believe so.
Q Ckay. Thank you
When -- | have a -- when selling its nenber ml Kk,
has Agri-Mark ever negotiated an over-order prem unf

A. Wien we sell mlk to our custoners, we're always
trying to negotiate an over-order premum W call it a
servi ce charge.

Q So with the Class | plant?

A. Class I, Il, IIl, wherever we sell it. W're
trying to get the nost we can for it.

Q So you're always trying to get the nbst you can

How frequently do you negotiate thenf?

A Well, there are certain custoners we negotiate
contracts for once a year. kay? And eventually it
settles. It usually settles in in sone class-plus price,
and it depends on how nmuch mlk there is in the
mar ket pl ace. 1t's changed over the years.

And then there is -- there's custoners that don't

want to negotiate a contract, they would rather buy it on
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a weekly basis. And so they call the different co-ops
around that can supply mlk, and they try and get the best
price, and, of course, we try and get the nost we can.

Q If the Class | differentials that National MIKk
has proposed are adopted, wll that reduce C ass |
prem uns charged in the region that you are di scussing?

A. | don't really know that for sure.

Q Ckay. So | had sonme questions about the
reductions in differentials or raising themfromthe

nunbers, but after your corrections | don't have as nany.

| do have -- so thank you.
| do have a general sort of question. In your
testi nony, you -- when you tal k about Vernont, you say

that the Northeast working group reduced differentials
by -- and you have corrected this -- to $0.20 --

A $0. 20, yes.

Q -- per hundredwei ght fromthe nodel results.

When for New York, you say, simlarly, the
Nor t heast working group reduced differentials, and that's
been corrected to $0.15 --

A Correct.
Q -- per hundredwei ght.

And for Maine, on page 2, you say the average
increase for Class | differentials in Maine was -- and you
have corrected that to $0.39 --

A Yes.
Q -- per hundredwei ght above the nodel output.

And so | guess ny overall question is, for Vernont
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and New York, it alnpst sounds like that is a standard
reduction that you made across the board versus Maine you
refer to an average nunber.
And so | just wanted to clarify --
A Oh.
Q -- if you are tal king about for Vernont's

nort hernnost counti es?

A. Well, | actually averaged all of them
Q Ckay.
A Ckay. | don't know whether it was consistently --

| would have to look to see if it was consistently $0. 15,
for exanple. But | -- | ended up redoing, subtracting
fromthe correct colum, and then using the Excel average
function to get the average.

Q | went through when | was | ooking at your
testi nony and averaged the counties in Maine, and | cane
up with $0.39, so | was -- that nade ne feel good about ny
mat h when you corrected it to that.

A. Ckay.

Q One nonent.

| would like to direct you to the portion of your

testi nony where you are tal king about Maine. That's what
| want to focus on. And that is MG -- or Hearing
Exhibit 366 is the map of Mai ne.

A Uh- huh.

Q Per haps nore useful to ne than you
A Actually | have ny own.
Q

So you refer to two Cass | plants in Cunberl and
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County that rely on local mlk in your testinony?
A Yes.
Q Wi ch two plants are those?
A. Cakhurst and a Hood plant, both in Portl and.
THE COURT: CQCakhurst was the first one?
THE W TNESS: Yes, QOakhurst.
THE COURT: Thank you.
BY M5. BULCER

2023

Q If I could point you to Hearing Exhibit 369, which

al so says Exhibit M G55 in the corner. |It's the smaller

spr eadsheet .
A. Ch, 369. Yep.

Q So near the top of page 1, let's see, in Row 11467

A Uh- huh.

Q Looki ng at Cunberland County in Row 1146, the
nodel average was $4.507?

A Yes.

Q And NVPF is proposing a differential of $4.85,
correct? And that -- you can see that just on the sane
spreadsheet as wel | ?

A Uh- huh.  Yes.

Q So that's a $0.35 increase fromthe nodel average,
correct?
A. Correct.

Q And as we have di scussed, the average increase
fromthe nodel average across Mii ne was $0.40, $0.39?
A $0. 39.

Q So in conparison to other counties in Mine,
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National M|k proposed a snmaller increase fromthe nodel

out put for Cunmberl and County?

A. Yes.
Q Wy ?
A. Because it was further south and it was closer to

where the end point of Maine is. And what we were nore
actually | ooking at was where the m |k was actually com ng
from Like, for exanple, Agri-Mrk doesn't have nuch --
many farns in those southern two counties. Mst of the
mlk is further north in Penobscot County, and Kennebec,
Sonerset, and Piscataquis County. So that's where the
mlk comes from so that's where we took the biggest
changes fromthe nodel to flatten the entire -- the entire
part of the Maine where the mlk is | ocated.
THE COURT: Looking at Exhibit 366, would you tell
me these three counties again where the mlk cones fronf
THE W TNESS: Mst of our mlk comes from
Kennebec, Sonerset, Penobscot, and Pi scataquis.

THE COURT: So Kennebec is not very far north.
And woul d you spell that one?

THE W TNESS: Kennebec?

THE COURT: Yes.

THE WTNESS: K-E-N-N-E-B-E-C

THE COURT: Al right. And then the other three
you nenti oned?

THE W TNESS: Sonerset, Penobscot --

THE COURT: And spell that one, please.

THE WTNESS: P-EENOB-S-CGOT.
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THE COURT: All right. And the |ast one?
THE WTNESS: Piscataqui s.
THE COURT: And spell that one.
THE WTNESS: P-1-S-CGAT-A-QUI-S.
THE COURT: Thank you.
BY M5, BULCER:

Q So on page 2 of your testinony, the third sentence
under when you are tal king about Maine, you say that if
t he nodel results were adopted unchanged, the respective
differentials would have incentivized Maine mlk to | eave
the state for plants in Eastern Massachusetts.

How nuch Maine mlk | eaves the state for plants in
Eastern Massachusetts under the current differential s?

A. | can tell you that the majority of our mlk stays
in Maine right now There's two or three | oads a day that
| eave the state. And we kind of wsh they wouldn't, but
t hey do.

THE COURT: | hate to interrupt, but it's
5 0'clock, and I want to take just a few mnutes to talk
about what we're going to do tonorrow.

And | want to know whether you would like to
coll ect your original exhibits to keep them overni ght and
t hen give them back to the witness when he resunes. So if
you woul d cone forward, and | would like the witness to
hand all of those, except 301, to the Agricul tural
Mar keting Service to keep, to return to you |later, and
"Il take 301 because that one canme fromne. Thank you.

"Il allowthis to stay at the witness stand. Thank you.
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So can you renenber where you were? All right.

And whom shall | ask as to how we w |l proceed
tomorrow? Should | ask Ms. Hancock?

M5. TAYLOR: Once we do that, we would just |ike
to quickly put on two exhibits that we did get printed.
That will only take a m nute.

THE COURT: GCkay. Geat.

Ms. Hancock, yesterday people said no way woul d

you use the time with the witnesses you had lined up. On,

ye of little faith.

Ms. Hancock, how would you |ike to proceed
t onor r ow?

M5. HANCOCK: So, tonorrow, Your Honor, we wll
finish M. Werne. And then in sonme order, although I

don't know if this is the order, we have Johnny Hiranoto,

2023

Brent Butcher, Mke Hurting, John Kang. Dr. Cryan will go

on some point just to make sure that he is on and off.
THE COURT: Who did you say after Hurting?
M5. HANCOCK: John Kang, K-A-N-G And then
Dr. Cryan.
THE COURT: Does anybody have any questions about
that? D d you hear?
M. English.
(Di scussion had in the back of the room not
reported.)
THE COURT: Very good.

Ms. Tayl or, you have the fl oor.

MS. McMURTRAY: Yes, Your Honor. This is Mchelle
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MMiurtray. | amwth the Ofice of the General Counsel at
USDA on behalf of the Agricultural Marketing Service. W
want to enter two exhibits that are just required by the
regul ations just to nmake sure that they are on the record.

So the first one we have, | believe it's marked as
Exhi bit 371, | believe is our next one, and it is the
Federal Register notice that just notices the reconvening
of the hearing. It is Federal Register Volunme 88, nunber
213, published Monday, Novenber 6th, 2023. Ch, and then
t he page nunber is 76143.

(Thereafter, Exhibit Nunber 371 was marked

for identification.)

M5. McMURTRAY: And our second exhibit is the
press rel ease that was posted on USDA' s website. W have
it marked as Exhibit 372.

(Thereafter, Exhibit Nunmber 372 was marked

for identification.)

M5. McMURTRAY: Once again, just required by
t he regul ati ons, making sure that notice of the hearing is
given to those who are interested.

So we would just -- we don't have any sponsors
just because they are required by the regul ations, so we
woul d just ask that they be noved into part of the record.

And they are on the hearing website. W don't
have copies for everyone today, but they are there.

THE COURT: Yes. Al right.

|s there any objection to the adm ssion into
evi dence of Exhibit 371, which is the Federal Register
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noti ce of our reconvened hearing that we began yesterday?
There are none. Exhibit 371 is admtted into
evi dence.
(Thereafter, Exhibit Nunber 371 was received
i nto evidence.)
THE COURT: Does anyone object to the press
rel ease that announced what was in that Federal Register
notice that has been marked as Exhibit 3727
There is no objection. Exhibit 372 is admtted
i nto evidence.
(Thereafter, Exhibit Nunber 372 was received
i nto evidence.)
THE COURT: Al right. 1Is there anything further

before we end for the day?

2023

There is not. We will be in recess until tonorrow

nmorning at 8:00 a.m, and we now go off record at
5:05 p.m
(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: January 4, 2024

FRESNO, CALI FORNI A

MYRA A. Pl SH, RPR CSR
Certificate No. 11613
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