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SPARKS, NEVADA, THURSDAY, NOVEMBER 19, 2015, 1:00 P.M
---000---

CHAI RVAN COOK: Ckay. Let us convene this
Novenber neeting of the Nevada State Dairy Conm ssion.

Wul d you open the neeting, please,

M. Hettrick.

MR, HETTRICK: Yes, sir, M. Chairmn.

This is the tine and place set for a regularly
schedul ed neeting of the Nevada State Dairy Conm ssion for
the nonth of Novenber 2015.

This neeting has been schedul ed and noticed in
conpliance with the pertinent statutes, including the open
neeting law. A copy of the agenda has been handed to the
court reporter with the request that it be a part of the
official transcript of these proceedings.

My nane is Lynn Hettrick, deputy director for
the Departnment of Agriculture. Present today is
M. Christopher Cook, chairman of the conm ssion; M. Troy
G Crowt her, nmenber of the comm ssion; M. John Collier,
menber of the comm ssion.

Those who present statenents or evidence to the
conmmi ssion during the neeting are requested to first be
acknow edged by the chairman and to identify thensel ves
for the record.

CHAI RMAN COCK:  Thank you
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Whul d you proceed to the first agenda item

MR, HETTRICK: First agenda item M. Chairnman,
I's public comrent and di scussi on.

CHAI RMAN COOK: Ckay. We have two nenbers from
the public present here.

Anybody down there, Troy?

COMM SSI ONER CROMHER:  No, nobody here.

CHAI RMAN COCK:  This is your chance. You'll
get anot her chance at the end of this.

Al? Gary? Anything you want to toss on the
table for discussion?

MR TRACE: 1'Ill wait to the end if --

CHAI RMAN COCK:  Ckay.

MR, TRACE: -- that's okay with you,
M. Chairman.

MR, HETTRICK: Al right.

CHAI RVAN COOK: Ckay. Let's nobve on to nunber
two, please.

MR HETTRICK: Nunber two is possible action,
| icense application, peddler distributor |icense, for
Swre Coca Cola USA. They're out of Sparks, Nevada. The
contact is Courtney d ark.

The applicants seeks a license to distribute
fluid mlk and fluid creamin the northern Nevada

mar ket i ng area.
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Prices and costs have been reviewed by the
menbers of the conm ssion staff. They're in conpliance
wth the | aws and regul ati ons.

The applicant will be responsible for the
assessnents.

CHAI RMAN COCOK:  And | ' m guessi ng there's nobody
representing this applicant? So is there anything that
can be added to this?

I"mcurious, is this that Coke product that --
t hat | ooked at --

M5. EASLY: Well, it's alittle different
because the Coca Col a Conpany distributes Fairlife --

CHAI RMAN COCK:  Fairlife. Ckay.

MS. EASLY: -- product.

This is YUP.

CHAI RVAN COOK:  YUP?

MS. EASLY: Y-UP.

CHAI RMVAN COOK:  And this is not a Coca Col a
pr oduct ?

MS. EASLY: | guess it is but it's different.

CHAIRVAN COOK: It's a processed dairy product
t hough I' m assum ng?

M5. EASLY: Yeah, yeah. When | talked to the
| ady on the phone, | asked her, | says, we have a Coca

Cola l'icense al ready.
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And she goes, no, we're different. And she
kept insisting they were different.

So | said, okay. Send in your noney.

CHAI RVAN COCK:  Ckay.

MR WARD: And just for the record, you said
yeah and not yep when you were responding --
EASLY: No, it's --
WARD: -- to that question.

EASLY: Oh, okay.

2 » 2 D

WARD: Correct?

CHAI RVAN COOK:  No, that'd be a yes in the
affirmative? A vyep in the affirmative? A yeah in the
affirmati ve?

M5. EASLY: kie dokie.

CHAI RVAN COOK: O just yeah.

MR. HETTRICK: Got to be careful.

CHAI RVAN COCK: Y- U P.

MS. EASLY: That's the product, yes, YUP.

CHAI RVAN COOK:  YUP. (Ckay.

MR, HETTRICK: That is Y-UP.

CHAIRVAN COOKX: Is it a -- a UHT type product?
Long life shelf or --

M5. VICKREY: It is basically the sane
ultra-filtered type of mlk that they were |icensed for

previ ously, yes.
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MS. EASLY: One exception is this one clains
it's |lactose-free.

CHAI RMAN COCK:  Ckay.

M5. EASLY: And the Fairlife does not.

CHAI RMAN COCK:  Ckay. But is Coke nmaking this?
O we don't know that?

MR, HETTRI CK: Manufacturer's |listed as YUP
Fairlife. And Fairlife says that they are their own dairy
and processing facility. This is a part of that contract
that Coca Col a apparently has with that dairy out of
M nnesota, | think it is. And the product is chocol ate
mlk, strawberry mlk, and vanilla mlk. 1t's not going
to be a regular m |k product.

CHAI RMAN COOK: Ckay. So --

MR HETTRICK: It's a flavored mlk --

CHAl RMAN COOK:  Fl avor ed.

MR HETTRICK: -- specialty type product.

So that's -- that's what's goi ng on.

CHAI RVAN COOK: Does that nean that there's any
limtations on their license then? They can do any fluid
mlk or creamthat they want?

MR, HETTRI CK: They woul d have to submt
pricing. The only three they've done is those three. So
they're only planning to do the specialty products right

now.
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CHAI RVAN COOK:  Uh- huh. GCkay. | have no
further questions.

Troy, any questions?

COW SSI ONER CROWMHER:  Yeah, just, | guess,
foll ow ng up on one that you asked. |Is this a -- you
asked about it being a shelf-stable product? |Is this
sonething that requires refrigeration? O no?

MR, HETTRICK: And to ny know edge, it required
refrigeration and its extended life, | don't know that
it's the sanme as the Fairlife, which has the really
extended life. This is listed as ultra-filtered? Not
ultra-pasteurized. So how that conpares, | can't tell you
what the difference is.

M5. VICKREY: So I'mlooking at the | abel real
qui ck. Two of them | see are shelf stable. U tra-high
t enperature pasteurization.

CHAI RVAN COOK: Ckay. But flavored mlk, so.

MS. VI CKREY: Un- huh.

CHAI RMAN COCK:  Ckay.

John, questions?

COMM SSI ONER COLLIER:  No, | have no questions.

CHAI RMAN COCK:  Any additional comments from
staff? Additional comrents from public?

Seeing none, |I'll entertain a notion?

COW SSI ONER COLLI ER: M. Chairman, | nove
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that the peddler distributor application for Swre Coca
Cola USA |l ocated in Sparks, Nevada, be approved. The
applicant seeks a license to distribute fluid mlk and
fluid creamin the northern Nevada marketing area.

COW SSI ONER CROMHER:  Second.

CHAI RMAN COCK:  Having a notion and a second
and no dissenting votes, the notion carries. And the
license application is granted.

MR HETTRICK: Al right. Next on the agenda,
M. Chairman, for possible action is approval of the
m nutes for the October 22, 2015, Dairy Conmi ssion
nmeeting. And one very mnor change in correction.

QG her than that, the -- we just need a notion

to approve as corrected, and we'd be done with the

m nut es.

CHAI RMAN COOK: Ckay. | will entertain a
nmot i on.

COW SSI ONER CROMHER: Ckay. | will neke a
notion that we -- that we approve the mnutes of the

Oct ober 22, 2015, State Dairy Comm ssion neeting, with the
I ndi cated corrections.

COW SSI ONER COLLIER: | will second that,
M. Chairman.

CHAl RMAN COOK: Mbtion and a second. No

di ssenting votes. The notion carries, and the mnutes are

Depo International, LLC
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adopt ed.

MR, HETTRI CK: Next on the agenda,

M. Chairman, is update on the Starlicide program Very
sinple update. W did send out a letter to all the

dai rynmen that was suggested at the |ast neeting. They
have all been notified. They are making calls.

We've notified themto do the program
essentially as it has been done previous to | ast year.

And that is for themto go ahead and call wildlife
services directly, schedul e and negoti ate, you know,

what ever pricing and services they want. And then send us
the bill when they're done. And we wll pay, as we've

di scussed before, 80 percent of the bill up to $2,000. So
that's been done.

Wldlife services contacted Anna to confirm
what the letter said. They would like us to have just
handed them a check for the full anobunt of whatever noney
we woul d expend. And they wanted to proceed to do however
they wanted to handl e the program

But we've gone back to the way it was done
previously, and just said to the dairynen, go ahead and
get what ever services you want and submt the bill.

So that's where we're at on that program
Shoul d be noving forward. They all know they can do it

right now. They can schedul e services any tine they want.
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MS. VI CKREY: And today we've had three parties
interested. And speaking with wildlife services,
currently they're not seeing a need for it, so they're
hol di ng off until the birds cone in.

And it just could be a push of cold weat her
fromthe north that'Il push them down here. But we would
i ke sone help with -- through DFA if we could get a few
nore producers interested.

MR, TRACE: Cet the word out.

M5. VI CKREY: Yes.

MR. TRACE: Al Trace, DFA

What -- what's the deadline? Mybe you've told
me and |'mnot paying attention. | nean, to when the
producer -- the drop dead date when they could call and
say they want to be a part of the progranf

M5. VICKREY: There's currently no drop dead

date --

MR, TRACE: Ckay. Ckay.

M5. VICKREY: -- but they will schedule as
needed.

MR, TRACE: Ckay.

M5. VICKREY: So what they would prefer to do
I's have as many dairynen participate at the -- around the

same tinme as possible, so that, for exanple, in the Fallon

area, they can hit as many birds at once as possible.
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MR, TRACE: Ckay.

M5. VICKREY: So they're not hopping fromfarm
to farm

MR, TRACE: Right.

Now, |let nme ask you, you go as far south as
Smth where the new dairy is? That woul d be included, of
course, right?

MS. VICKREY: The entire state, yes.

MR. TRACE: Yeah, yeah. kay.

kay. Well, | think it's a wonderful program
I know our nenbers who participated in it previously
t hought so. So we'll do what we can do to pronote it.

MS. VI CKREY: Thank you.

MR. TRACE: Uh- huh.

MR HETTRICK: Any other on that, M. Chairnman?

CHAI RMAN COOK:  No. Thank you.

MR HETTRICK: Al right. Then we're going to
go to nunber five. For possible action, discussion of the

reducti on of assessnments.

In your packet you should have the -- yeah,
there you go -- that formthere to start wwth. |'m going
to nove to the one -- no, I'"'mgoing to nove to this one

first only because I want to give themthe |ead-up to why
we need to discuss -- continue to discuss.

So you' ve got the budget that Kinberly prepared

Depo International, LLC
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for us. And you can see Kinberly there, if she -- if you
have questi ons.

But essentially what it anmounts to is we just
continue to generate nore noney than expense, and we're
going to have to deal with it in sonme fashion.

The -- right now it appears that it says
projected net revenue, if you |look at this sheet you have
i n your hand, excluding the balance forward is, we're
$190, 000 net that we're going to add this year to our
reserves.

So -- and the reason | wanted to go there first
Is so you knew where we were in regard to what we're
projecting for the additional npbney going to reserve.

Then with that, if you will nove to the pie
chart that you have -- maybe that's -- yeah, | see John's
got it. There you go. You've got it. So you can see,
this is 2014. And Anna was ki nd enough to prepare al
these, get theminto the packet for us.

But you can see the 2014 revenue, mllion
two-oh-eight. W -- and you will notice in 2014 we still
had the assessnent on butter, which took in $96,000. W
di sconti nued that, as you renenber.

So if you go to your next page and | ook, you
wll see that the 2015 revenue elimnates the butter, but

t he ot her ones continue to increase. And we believe it's
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appropriate to go ahead and reduce the assessnents.

The assessnent that we would recomrend that you
reduce is the assessnent on fluid mlk. And the reason
for that is that will be the biggest benefit to our actual
producers within the State of Nevada.

Most of the other products are actually
produced outside the state, shipped in, and we don't mnd
letting them pay the tax. To the extent that we can help
our producers, we'd just as soon do that, and our
processors.

If you go to this page in your packet you can
see down at the botton? And where it says assessnent
calculation? |If you go over to the right there it says
assessnent rate. You can see on fluid mlk the assessnent
rate currently is point zero zero zero four?

W -- if you elimnated it entirely, again,
| ooki ng at your sheet for 2015, you would elimnate
$208, 000 approxi mate based on | ast year. W' re running at
190, 000 over, and all the rest of them including fluid
m |k, are going up.

We kind of hate to elimnate it entirely
because we -- we don't want to get in a position where
sonewhere down the road things change for whatever reason
and we got to go back to Mbdel Dairy and say we're raising

your tax. But at the sanme tine that's probably the one
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that makes the nost sense and that handl es the problem

CHAI RMAN COOK: This is because there is an
aversion to doing tax holidays again or --

MR, HETTRICK: Yes. The governor's office
sonetine ago after we did them-- well, we did three of
them as | recall, the governor's office canme back and
said we really don't think it's appropriate to collect the
tax and give it back. W would Iike you not to do that.

So even though quite frankly I think it was
really good from our standpoint, publicity-w se we |oved
It because everybody we gave noney back was very pl eased,
and very pleased with the Dairy Conm ssion for doing it.

And you saw it in one chunk, where here you
won't see it quite so nmuch that way. But the reality is,
we need to do sonething, and --

CHAI RMAN COOK:  Well, if that's going to have
t he biggest inpact on the donestic operations, the |ocal
operations, | think that's the best -- go with the fluid
m | k.

M5. VICKREY: And, you know, the fluid mlk was
added on when the inspection programcane over to the
Dai ry Conmmi ssion years ago. Before then it didn't exist.
And one way it wll help us, also, is with the statistics
because we have to take all this information in hand,

enter it once the checks cones in, checks cone in with the
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paynment. So that'll reduce our workload a bit, too.

MR, HETTRICK: Essentially they will be able to

just wite zero in all those -- the ones that are fluid
mlk, and that will save us a lot of work in the -- down
the road as well. So it's -- | nean, it'll reduce our

cost again.

MS. VI CKREY:  Yeah.

CHAl RMAN COOK:  Yeah. Which we're like a cat
chasing its tail

MR HETTRICK: | know, but --

CHAI RMAN COCK:  What a problem huh?

MR, HETTRICK: Yeah, it's a nice problemto
have.

CHAI RMAN COCK:  Yeah, so we obviously can't
vote on sonething |ike that right now, can we?

MR, HETTRI CK:  Yeah, you can.

CHAIl RMVAN COOK:  Ch, we can?

MR. HETTRICK: It's for action. It's for
action. So, yes, you can nmake -- you can nmake a notion to
to elimnate the assessment on mlk. And it's in the
statutes that you can change the assessnent on any of
t hese products at any tine, so.

CHAI RVAN COOK: What other dairy products? |Is
there ice crean? Doesn't --

MR, HETTRICK: They're all listed right there,
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M. Chairman.

CHAl RMAN COOK:  Yeah. Doesn't Anderson do sone
I ce cream production in state?

MR. HETTRI CK:  Anderson does --

MS. VI CKREY: Yes.

MR, HETTRICK: -- Blue Bunny or -- and then
they make sone ice creamof their own. | --

MS5. VICKREY: They -- they do sone ice cream
Not a |ot.

MR HETTRICK: Yeah, it's small.

CHAI RVAN COOK:  And the only thing you're
doing is bottling mlk, right?

MR, RECK: Bottling mlk. And some culture,
butterm | k, whip cream

COW SSI ONER CROMHER:  Lynn?

MR HETTRICK: Yes, sir.

COW SSI ONER CROMHER: Question. Seened |ike
when we had these di scussions about, you know, this
surplus continuing to grow, there has been sone sense that
at | east on the short horizon sone of our costs nay be
going up as well, both, you know, sone of the fixed costs,
some of the payroll costs mght be increasing.

Is that the case?

CHAI RMAN COCK:  |I's our mcrobiologist on board?

MR HETTRICK: M crobiologist is on board.
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CHAI RVAN COOK: Lab's all stocked up and
equi pped. And --

MR, HETTRI CK: Let Anna answer that.

MS. VICKREY: Wll, there are a few nore itens
but nothing that is going to significantly inpact anything
at this tine.

MR, HETTRI CK: And payroll w se, we're
basically stable at this tine. W've had -- as we
di scussed | think a neeting or two before, we have had
significant efficiencies, thanks to Kinberly and her
staff, in terns of our auditing, and the way we are doing
audi ti ng.

We're actually in the process right now of
trying to elimnate having reporting done by retailers on
anything less than $50 a year. It actually -- we've got
peopl e who report pennies every nonth and it costs them $5
to wite a check and the postage and everything else to
send it to us.

W would like to do away with that. It will be
a mniml anmount in terns of our revenue. But we're going
to continue to have cost savings as we go along. So |
think -- you know, it's -- as | said to you, in many ways
| hate to elimnate all of it. And naybe we -- we should
just cut it to point zero zero zero one.

CHAI RMVMAN COCK: But then licensees still have

Depo International, LLC

(702) 386-9322 or (800) 982-3299 info@depointer national.com Page 19




Public Meeting - 11/19/2015
Nevada Dairy Commission

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

to go --

MR, HETTRI CK: Then you have to continue --

CHAI RVAN COOK: -- through all this process.

MR. HETTRICK: -- to do that.

| don't think we have enough expenditures to --
that the growth in the rest of these isn't going to keep
up. And we also -- with the other thing we have to
remenber is, the budget office recommendation -- and they
have really been lax in not comng and forcing it on us --
is you get three nonths of reserves.

And right now three nonths of reserves for us
woul d be |ike nmaybe 100, 000, $150,000. And we're at
$900, 000, a mllion.

COMW SSI ONER CROMHER:  Oh, | -- | definitely
agree, sonething needs to be done to reduce this. MW
concern is that we -- you know, we reduce it and then at
sone point it starts to flip and we're -- our expenditures
exceed, we have to go back and increase it again. |
certainly don't want to have to do that.

MR, HETTRICK: Yeah. No, | totally agree with
you, Troy. | nean, that's been the issue that we have had
all along is we don't want to go there.

Il wll say that I am-- given the way the
econony is going -- and | don't think overall it's very

good -- but right now Nevada is doing pretty well, and
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northern Nevada in particular is going to grow.

Wth Tesla com ng here and Switch com ng here,
and everything else that we are seeing right now -- | just
saw anot her new conpany with 150 new enpl oyees going into
Dougl as County -- all the rest of these -- these
assessnments are going to continue to grow

And | think if we -- if we eat into the reserve
alittle bit, I think it's probably going to be offset
within a year or two with the growh of the rest of the
sal es.

COW SSI ONER CROMHER: Okay. | would -- I'm
curious to see what -- if there's a projection, you know,
iIf we stay the course right now, if there's a projection,
whet her -- are we still |ooking at another $190, 000
surplus? O sonething less than that? O nore?

Wth the -- with the m crobiol ogi st and the
ot her things that are comng on |line, how does that inpact
the -- that annual surplus? Not the -- not the surplus
in -- as a whole, but on an annual basis?

MR, HETTRI CK: Kinberly, you probably can help
nore than | can.

Are we already counting for the m crobiol ogi st
salary within the figures that we have on this chart?

M5. WH TFIELD: You're going to -- you just

start, probably have just a half a nonth's salary to be
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able to reflect it all on there. And we do have a new
audit tinme position that is comng up but that's not --

MR HETTRICK: Say it again slowy for us.
It's hard to understand you on the screen.

MS. WH TFI ELD:  1'm sorry.

kay. We are -- a new m crobiologist, he just
started, so the nunbers you're |ooking at there are
probably only one payroll cycle, only half a nonth.

And we do still have an audit position open to
be filled, but |I believe that's going to be hal f-funded
only through dairy. The other will be through nutrition.

So you woul d probably need six nonths out for
that projection on the -- on the personnel. But that's
pretty standard what it's going to be. So you're not
going to have the variances that you do and the
expendi tures on equi pment or other things that you -- that
you see on there.

CHAI RMAN COOK: We've got 700, $800, 000 of
reserves to try to reduce as well, so --

MR, HETTRICK: Yes. And as | say, things
continue to grow. And | understand the concern, believe
nme. |'ve been that place this whole tinme, you know, and
we coul d see sone ot her changes as well.

| nmean, it's not inpossible that we're going to

see sone increased allocation fromadm nistration wthin
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t he departnent, because we're expandi ng the headquarters,
sout hern headquarters, as you know. There are going to be
I ncreased costs.

Al'l of the entities within the Departnent of
Agriculture allocate -- share an allocation of the
expense, and that could change over tine as well. So, you
know, I"'m-- as nmuch as | would |like to be conservative in
that regard, | think we really need to work on reducing
this.

And we have to conme back -- we'll just have to
cone back and -- because | think we're going to have to do
this before the governor's office and adm ni stration cones
to us and says you wll. And then we won't get choi ces.

CHAI RMAN COOK:  If you look at yogurt and ice
cream and the change from 2014 to 2015, the two of those
conbined is right around ten percent. So if we did
anot her ten percent increase in both of those, that takes
up half of what you have given up.

MR HETTRI CK: Exactly.

CHAI RMAN COCK:  Recovers hal f of what you have
given up by elimnating fluid mlk assessnent.

MR, HETTRICK: Yeah. So that would only give
us a net $100, 000 deduction and -- reduction. And then we
woul d have naybe the additional expense of half an auditor

and the projected for the mcrobiol ogist payroll. O her
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than that, | think our anticipated expenses are not
significant.

COMM SSI ONER COLLI ER: How many people in this
personnel |ine are being -- how many peopl e are receivVving
a salary out of this personnel budget right here?

MR, HETTRI CK:  How many -- how nmany auditors do
you have, Kinberly? Including the open position? Because
that's figured in there.

M5. WH TFI ELD: Well, we have three that are
all ocated to dairy, other -- we have a (unintelligible)
but it's not funded for that.

MR, HETTRICK: Ckay. And then --

M5. WH TFI ELD: Really, unless you pick up a
whol e new program which woul dn't happen until another
| egi sl ative session, you' re never going to see these
reserves go down. That's a |ot of noney.

COW SSI ONER COLLIER: Wl I, how nmany tot al
peopl e are being paid for out of the $686,384? |Is that
ten people? Twelve people? Twenty people?

MR HETTRI CK:  Ten.

COMM SSI ONER COLLI ER:  Ten? Ckay.

MR, HETTRI CK:  You've got Erica down there?
You counted Erica?

MS. VI CKREY:  Un- huh.

MR. HETTRI CK: Yeah. At |east ten.
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COW SSI ONER COLLIER:  And you don't anticipate
any nore prograns? O any nore personnel that you're
going to be -- you want to bring on during the comng --
and | understand that you have to run that by the
| egi sl ature before you do that, so that's -- what is
that --

MR HETTRICK: Couldn't do it until 2017.

COMWM SSI ONER COLLIER:  Yeah. So that's a |ong
ways away.

MR HETTRICK: And then it would be -- you
couldn't even start it until January and so --

COW SSIONER COLLIER  So if we elimnate this
17 percent of the budget here, this $208, 000 worth of
i ncome, how difficult would that be to bring that tax back
on? Because we're only taxing it point four-tenths of a
percent now. So if we wanted to bring sonething back on,
iIs that a difficult process to do that?

MR, HETTRI CK: Exactly what you're doing right
now. Put it on the agenda and you coul d vote.

CHAI RMVAN COOK: | alnost think it would be
easier to just bunp the yogurt assessnent up five
one- hundredt hs --

MR HETTRICK: | think yogurt's limted in
statute to two cents a pound, and we're at the maxi num

CHAI RMAN COOK: We're at the top al ready?
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MR, HETTRICK: W are as high as we can go on

yogurt.

COMM SSI ONER COLLI ER:  Has the consunption of
mlk and cream stayed -- it appears to ne it's stayed
const ant .

MR HETTRICK: [It's going up slightly. | think
the nunber was 201 that we got in '14. And 208 we got in
"15. And | think that will grow -- would grow.

| mean, if we elimnate it, it won't grow, but
if we left it alone | think it would grow slowy. But all
the rest of the growng, as Chris pointed out anyway, and
they're the big producers of the revenue al ready.

COW SSI ONER CROMHER:  Lynn?

MR. HETTRICK: Yes sir.

COW SSI ONER CROMHER: Would -- if the -- if
that was conpletely elimnated, that category, the fluid
m |l k and cream how does that inpact the inspection
requi renents as far as, you know, selling below cost, and
that -- and the audit requirenents of that? |Is that any
i npact at all?

MR HETTRICK: No, none -- no inpact
what soever. \When --

COMWM SSI ONER CROMHER: O licensing? |
mean - -

MR HETTRI CK:  No.
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COMWM SSI ONER CROMHER:  -- if sonebody's going
to come in and just sell fluid mlk and cream they --

MR HETTRICK: They'IlIl fill out --

COMWM SSI ONER CROMHER: -- they still have to
have a |icense?

MR, HETTRICK: Yes, they still have to |license.
Part of that goes back to health and safety reasons for us
to go out and inspect. But, also, we need to know who
they are and where they are in case there are cost price
conpl aints or concerns.

So they will still have to do all of that. It
won't elimnate it. Even if we do away with the tax on
t he under $50 a year reporters, they still have to buy a
license so we know they're out there and we can go audit
themif we need to to nake sure they're just not telling
us they sell under 50. We will -- we will need to
occasionally |l ook at sonme of those and verify.

COW SSI ONER CROMHER: Ckay.

COW SSI ONER COLLIER:  So if we elimnated this
$208, 000, are we elimnating this four-tenths of a percent
tax on the fluid mlk, that would really benefit our
processors, wouldn't it?

MR, HETTRICK: Yes, it benefits our folks to
the extent that they pay that 208, 000. Yes.

COW SSI ONER COLLIER: That's correct.
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MR, HETTRI CK:  Yeah.

Gary, would you agree, would it be beneficial?

MR RECK: 1'll vote.

CHAI RMAN COOK:  Well, I -- I think just by
elimnating all this --

MR, HETTRI CK: Just the paperwork.

CHAI RMVAN COOK: -- you're going to save --

MR, HETTRI CK:  Yeah, you're going to save nore
noney just on having to keep track --

CHAI RMAN COCK:  The processors --

MR HETTRICK: -- of it all and fill the form
out .

| mean, everything we do, it helps themis a
plus, and we'd like to do it.

COMM SSI ONER COLLI ER: What do you t hink,

M . Chai rman?

CHAI RMAN COCK:  |'m open for a notion from one
of you -- one of the comm ssioners.

COMM SSI ONER CROMHER: | will nake a notion
for -- if we're ready for that? |If there's no --

CHAI RMAN COCK:  |' m ready.

COW SSI ONER CROMHER: -- further discussion?

COW SSI ONER COLLIER  Go for it.
CHAI RMAN COOK:  We're all done discussing it.

COW SSI ONER COLLI ER: Yeah.
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COW SSI ONER CROMHER: Okay. Well, tell ne if
| get this right then.

Il will nmake a notion. | nove that we elimnate
the assessnment on mlk and crean? |Is that the category?
Is that what it's called?

MR HETTRICK: Fluid mlKkK.

COW SSI ONER CROMHER:  Fluid mlk. Effective
when?

MR HETTRI CK: \What nakes sense? Fiscal year
is July 1. So you want to do it January 1? Does that
make sense?

M5. VI CKREY: Yes.

MR, HETTRICK: That gives us tine to notify
everybody so we don't have people who pay and don't
realize they didn't need to and we have to refund. And it
gives us sone tinme to notify. So I would suggest 1/1/16.

COMM SSI ONER COLLI ER: That sounds good.

COW SSI ONER CROMHER: Let ne start that over
agai n then.

| will nmake a notion that we elimnate the
assessnents on fluid mlk to be effective January 1, 2016.

CHAI RMAN COOK:  Fluid mlk and fluid cream

COW SSI ONER CROMHER:  Fluid mlk and fluid
cream

COW SSI ONER COLLI ER: I wll second that
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notion, M. Chairman.

CHAI RMAN COCK:  (Ckay. | have a notion and a
second, and no dissenting votes. So the notion carries.
And we have saved our processors sone noney.

MR, RECK: Thank you.

CHAI RMAN COCK:  You're wel come. Happy to do

MR HETTRICK: Al right. Next, M. Chairnman,
Is the staff report. Wthin your packet you have the mlKk
pricing. It's not changed hardly at all. Very little
novenent. So everything is about the sane as it was.

Quick report on our trailer. It canme tinme for
our trailer to actually be conpleted, and they have been
so busy at the trailer conpany, they can't keep up with --
their part suppliers can't keep up with the denmand.

So they have been unable to get the parts to
conplete our trailer. But we expect that to be done
before the end of this nonth. |In fact, tonorrow they said
t hey hope they would have it.

CHAl RMAN COOK: This was the one for Phoeni X,
right?

MR, HETTRICK: Right. This is the one from
Phoeni x. And they're very good about it. They feel bad.
And normal ly they wouldn't release the trailer until we

paid them but they called up and said we know if you --
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you want it, and we promsed it to you, so we know the
state's good for it, so if you want to pick it up the
mnute it's done, we'll call you, you can cone and get it.
We'll bill you. So that's nice. W wll be able to get
It as soon as we can.

Mbo- Li ssa has been out the |last two weeks at
Washoe County Park System Had 1100 people | ast weekend
there. And they wote us a letter and said she was a huge
attraction, and they appreciated us being able to provide
her .

She's there again this com ng weekend. They
expect a nmuch snmaller crowd, but they wanted to keep her
because she is such a huge draw. So we are doing that.
And after that she will cone back.

COW SSI ONER COLLIER:  I's our new cow going to
be stationed in Las Vegas --

MR HETTRICK: W're still --

COMWM SSI ONER COLLIER:  -- so they can use it
down t here?

MR. HETTRICK: W're still on hold on the new
cow waiting to see how nmuch storage roomfor trailer and
cow we have. W're -- we're gane. We'd love to have a
cow down there, but we need to know that we can house --

CHAI RMAN COCK: | thought Troy offered to put

it in his garage.
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COMM SSI ONER CROMHER:  That's -- | live on a
corner. | have roomon the side of ny house.

COW SSI ONER COLLI ER: Your CC&Rs woul dn't
prevent you from doing that, would they?

COW SSI ONER CROMHER: What's that?

COW SSI ONER COLLI ER: Your honeowner's
associ ation woul dn't prevent you from having that trailer
out there, would they?

COW SSI ONER CROWMHER:  No, it would not. It
would not. | livein a -- in a homeowner-friendly area.

COMM SSI ONER COLLI ER: There you go.

MR HETTRICK: Al right. Well, we're still
wor king on the trailer and the cow, so we'l| continue
there, but she's not -- we've got no plans to purchase the
second trailer and cow at this nonent.

W' ve got approval from everybody to do it, but
we got to have the roomand the -- and get everything
done. We're still in the process, so.

MR. TRACE: The new cow wi Il be a Hol stein,
al so?

MR, HETTRICK: Ch, yeah, yeah, yeah. And then
we have to conme up with a new nane. That's the hard part.

MR, TRACE: That was ny next questions.

COW SSI ONER COLLI ER: Mbo- Li sa two.

CHAI RMAN COOK:  Anot her excuse for a contest --
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MR HETTRI CK: Contest.

CHAI RMAN COOK:  -- and pronotional .

MR HETTRICK: Also in your packet is a d obal
Dai ry Market Qutl ook, talking about kind of where dairy
and the |ike is going.

COMWM SSI ONER COLLIER:  This is really good.

Can we get this every nonth? This is really neat. | just
gl anced through it, and it's really -- | nean, having gone
to that conference, this is really very good information

MR HETTRICK: | don't know. Did you --

M5. VICKREY: Well, we should be able to. |
will rmake sure we get it.

COW SSI ONER COLLI ER: Yeah, that woul d be
great. That would be great.

M5. VICKREY: It's not |ooking good right now,
that's all | know.

MR, HETTRI CK:  Yeah, yeah. But that's for your
information. There's way nore than we can go over --
we'll go over here, so. But that -- that's all | have for
staff report.

Do you have anythi ng el se, Anna?

M5. VICKREY: The -- no. The only report |
have is | did go dowmn to Las Vegas and visit a new
pl astics manufacturer. They're Parker's Plastics? And

they're about ready to conme on board here in the next
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coupl e of nonths.

CHAI RMAN COCK:  Are they blowng mlk jugs
or --

M5. VICKREY: They're blowing the little quart
j ugs?

CHAI RVAN COCK:  Ckay.

M5. VICKREY: [It's interesting. W were down
there and they were -- they were nmaking the -- the little
honey bears? And painting -- painting little eyes on
them It was fun.

CHAI RMAN COCOK:  That's a new pl ant?

MS. VICKREY: Yes, it is.

CHAI RMVAN COOK:  Where -- is it -- is it noved
from sonewhere else? O is it just --

M5. VICKREY: No. Brand new plastics facility.
It's the third, | believe, inthe -- in the country that
t hey own.

CHAI RMAN COOK:  Ch, good. Well, that's
I nteresting.

MR. HETTRICK: And that's what the new business
in Douglas is, is a conpany that does plastics and rubber
product s.

MS. VI CKREY: Ckay.

MR, HETTRICK: So -- and they're noving.

They're noving out of California. Slow but sure, we're
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maki ng headway.

CHAI RMAN COOK:  Well, that's good.

MR HETTRICK: Ch, | will nention then -- that
makes nme think. W are set up to go again to the Wrld
Ago Expo. We're determ ning, you know, who is going to go
and the |iKke.

| think I wll go again, one nore tine at
| east, just because of the dairy background, so we --
because we're still interested obviously in ultimtely
bringing nore dairies on for the DFA plant. And we w ||
be taking the new trailer and Moo-Lissa again.

CHAI RMVAN COOK: Question: |Is there a simlar
sort of conference that you're aware of for people in the
processing end of the dairy industry? Wuld they be trade
shows or --

MR. RECK: There's different trade shows
across the country. Gary Reck with Mddel Dairy.

CHAI RMAN COCK:  You know, just wondering if --

MR, RECK: Yearly there's different ones.
There's a huge conveni ence store deal down in Vegas every
year. So, yeah, they're kind of scattered around. W
attend those in one way or the other.

CHAI RMVAN COOK: | just wondered if we can't
target sone of the processing side of the industry and try

to -- maybe cheese or --
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MR HETTRICK: Well, the only problemwe have
is they don't have any m |k supply.
CHAl RMVAN COOK:  But - -

MR, TRACE: Yeah, we got to get the cows in

first.

MR, HETTRICK: Can't get enough cows now. So,
I mean, | would |ove to have nore people instead in nore
COWS.

CHAI RMAN COOK:  Well, while we're working the
producers at Tulare Ag Fair we get sonebody el se working
the processors at another fair and we'll -- you know, we
don't have to worry about what came first, the chicken or
t he egg.

MR, TRACE: He's trying to get conpetition in
for the area.

CHAI RMAN COOK:  We'Il get themall here at the
sanme tine.

COWMWM SSI ONER COLLI ER: How nmany dairies do we
have now? Is it 30? Still in the 30?

MR, HETTRI CK:  About 30.

M5. VI CKREY: Twenty-eight?

COWMWM SSI ONER COLLI ER: Twenty-ei ght ?

MR, HETTRI CK:  Yeah.

CHAI RMAN COOK:  Movi ng target.

MR HETTRICK: Well, we've got -- yeah, we've
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got, what, one or two, the small new ones. Al knows.

MR, TRACE: Yeah, | -- Al Trace, Dairy Farmers
of Anmeri ca.

First of all, John, this is a very good report.
Very depressing report, though.

Yeah, I'll take a few m nutes and give you a
little report on Fallon and our dairy.

CHAI RMAN COOK: Do we need to go to the next
agenda itemto do that?

MR HETTRICK: Yeah, let's do that. Go off the
staff report. And let's nove on to public conment.

And then you're up, Al. Go ahead.

CHAI RMAN COOK:  Okay. Public coments? You're
t he public.

MR, TRACE: [|I'mthe public.

Vell, at this point we do still need nore mlKk
in the area, but our plant is currently running about a
mlliontoa mllion tw a day, the Fallon plant.

The good news is that that's all Nevada m | k.
We're not bringing any milk fromover the hill. So we
have grown in the |ast year, both internally, and, you
know, sone new growt h, the new buil ds.

The bad news, if you wll, that's a two mllion
pounds a day plant, as you all know. But, quite frankly,

we're not in a hurry to get to two mllion pounds because
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the world price is in the tank. And every pound we nake
nore is just bleeding red ink quite honestly. There's no
secret about that.

So we can't take our foot off the gas pedal.

We still need, you know, to be working for -- for -- you
know, we need probably another 8,000 cows, | think, to get
to where we need to for our Fallon plant. Because
obviously we're still going to supply Gary and Model Dairy
in Reno with their needs.

| guess to Lynn's point earlier, we have two
pretty -- what adjective | want to use -- two pretty
positive prospects. W have had a gentleman who was in
again | ast week and | ooked at Jernigan's Dairy again.

He was a DFA nenber in New Mexico -- New
Mexi co, sold his herd, and would like to get his foot in
the door with our situation here. He wants to mlk nore
cows than what that place wll hold. But his thought
woul d be he could, you know, buy that place and m |k and
| earn the lay of the Iand and build a new pl ace.

And then we have -- we have a dairynen, one of
our nmenbers from southern California, who has nmade severa
trips in the area that would like to rel ocate here and
build a new dairy in Churchill County proper.

So he's a very good dairyman. Getting squeezed

out in California. He grows al nonds over there. So he'd
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keep his trees over there, cone over here and dairy. He
was | ooki ng at 2500-cow dairy, sonething |like that.

He's a class act, a good -- so we're working
closely with him He's nmade several trips to the area.
So those are our two that are on the front edge of this.

| have been conmuni cating and been in
di scussion with a gentleman that -- he's actually from
Boardman, Oregon. Well, the owner lives in Wsconsin.
He's a potato farner.

But they own 23,000 acres in Wnnenucca that
they tal ked about possibly dairying. They dairy. They
m |k 30,000 cows in Boardman, Oregon. They're part of
Ti | amook -- Tilanmpbok, and sone relationship there.

| don't know where it's going to go. You know,
l -- I -- who knows. It's really early. And right now
with the price and everything, it's not penciling for him
at all.

There was di scussi ons at one point he would
m |k 10,000 cows in Wnnenucca, but | think that's a
little over the top. Quite honestly, I don't think we
need that many nore cows. W would -- we would just see.
You know, you don't wal k away from those conversati ons.
W'l stay in touch with himand see -- see what happens
t here, so.

CHAI RMVMAN COCK: He can send the rest of his
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mlk up to | daho to Chobani

MR, TRACE: Yeah. Well, you know, that would
be the other option because we do supply -- we have a full
supply agreenent w th Chobani .

But, you know, it's a good distance up there,

transfer the freight. The freight would be -- and we've
al ways -- we, DFA, have been pretty firmin our belief
that the Fallon plant, once we hit two mllion, we want to

cap it at two mllion.

W don't need a bal anci ng pl ant because to your

poi nt, you know, we would -- if we have extras that have
to go to Idaho or else over the hill in California, that's
just extra expense for our -- all our other nenbers.

So we do have -- right now | scribbled down
here before | come in our -- our DFA western region in

general, which includes Nevada, we're about a seasonal
level. W're marketing last -- the [ast two weeks on
average 397 loads of mlk a day.

So that's out of 300 farms. That woul d be
i nclusi ve of our Nevada nenbers. Qut of that, Fallon is
taki ng about 18 to 20 | oads a day, so, you know, seven
days a week. So the good thing, also, about Fallon, we
have | think -- unless Anna knows sonething | don't -- we
have got the kinks out of that plant.

It's -- you know, our spores are good. CQur,
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you know, specs are good. Qur custoners are happy. So
when we do -- and the market will rebound. When it does,
we should be ready to rock and roll pretty well as far as,
you know, the quality of product that's com ng out of that
pl ant .

So in a sense, being down at a | ow | evel has
given us tine to, you know, work through all the other
stuff, if you -- if that's what you want to call it, to
get the plant going.

One nore thing I'll just coment on quickly. |
think everybody is aware, as we speak, the Federal Mk
Mar keti ng Order Hearings are going on in California? | --
| don't think -- | guess | have ny own opinions how that
will affect Nevada, | wll share with you in a mnute --
but we're in week nine. W think it's going to go one
nore week. It's a |long, arduous process.

There's been people cone in to testify agai nst
the federal order from Wsconsin, Mchigan, fromall over
the country, because, you know, when you get a federa
order instead of state order, boy, it really connects you
with all the other federal orders across the country.

So | think it would be one nore week of
heari ngs and testinony, and at that point it wll go back
to USDA's desk. And if they take it to the next step,

then actually the nenbers vote on it in California.
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At the end of the day, if it were to pass, the
early -- the soonest the federal order would be in

California would be the -- probably md-2017. So it's a

| ong ways out yet. [It's a |long process.

| think -- and, maybe, Gary, you can clean ne
up on this, I -- if you know -- it's -- | think -- not to
think -- I know at this point they would include our plant

in Fallon and Model Dairy in Reno would be the two plants
they would include in this federal order.

And if -- and I"'mnot sure if it's 20 or 25
percent. It wouldn't affect our plant if we're going to
export it. It would be nore Mddel, Gary's plant. And |
bel i eve the nunber -- and | don't know if you know this,
Gary, you can clean ne up -- but | think it's -- if you
sell nore than 20 percent of your mlk out of state, then
you have to pay into the pool.

So in that case we are a little bit against
t hat because we woul d rather keep that noney hone. So if
we had -- you know, if we had to pay into the pool, that
woul d just be spreading that |ike peanut butter, we
wouldn't -- I'mjust throw ng out a nunber -- instead of
ten cents we mght only have five cents to share with our
producers. So | think fromthat point alone, you know, we
woul d be against it.

There was -- |'Il stop at this. | had --
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have to read this because it gives -- this is Nevada
related. There was a proposal offered this week. [1'1]I
just read it, final proposal was offered on behal f of
Ponderosa Dairy, the Nevada dairy. They ship to Rockview
Dairy in California. Sales into California fromdairies
outside the state such as Ponderosa are not included in
the current California order pool.

So Ponderosa proposed | anguage that woul d
regulate mlk fromfarns | ocated out of the order, |ike
they are, that sell mlk into the order, while -- while
alternatively allowng these farns to gain a single plant
blend price simlar to howtheir mlk is currently
handl ed.

So -- and that won't pass | don't think
because the bottomline is Ponderosa would be a little
concerned, if the order does go in, it's going to | ower
their price, so.

"Il stop there, if there's naybe nore you care
to hear about.

CHAI RMAN COOK:  Are you up to speed on what the
Churchill County Devel opnent Authority is trying to do
with the rail siding out there?

MR TRACE: No, I'mnot. | know they talked to
our people at the plant. And we're trying to stay abreast

of that because | think it would be advantageous for us to
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get the rail in there, you know, to get our product to the
port over in Qakland where it's going.
| would say -- | forgot to tell you actually

one nore thing.

We announced -- we had the groundbreaking two
weeks ago, DFA did, of a plant that's very simlar. |It's
just exactly like Fallon. It's in western Kansas, in

Garden City, Kansas.

So ny only point is that we really believe in
the export market. The prices are down now. They w ||
rebound. So that plant is going to be for export. W
m ght be conpeting with Fallon, but there's plenty we
think of -- you know, to go around.

It's going to be twice the size as Fallon
Fallon's two mllion pounds a day. |It's going to be a
four-mllion pound -- they -- they have the m |k supply
there right now though.

They probably -- you know, they woul dn't have
to go and look for mlk like we're still trying to find a
m |k supply here, so.

COW SSI ONER COLLI ER: What is our total
capacity? | think I heard it one tine that we had a
capacity for 35,000 head of dairy cattle over in the
Churchill County area and Lyon County?

MR TRACE: Yeah, | don't -- | don't --
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COW SSIONER COLLIER: Is that -- is that still
in the projections? O is that still --
MR. TRACE: Yeah, | don't know, John, for sure.

| nean, we certainly wouldn't need that nmany cows ourself,

but that m ght include steers, and -- | don't know, but --
COMM SSI ONER COLLIER:  I'mjust -- |'mjust
curious.
MR, TRACE: | know when we started our project

in Fallon we worked closely with UNR, and | can't renenber
the people's nanmes, but they said there was plenty of feed
in the area.

Because as nyself working in Idaho sone, and |
work in California sone, | had nenbers that chewed ne up
pretty good, you know, saying, well, you're |owering ny
price, you're taking ny feed supply away fromne, you
know.

Because a fair amobunt of our hay does go to
California and such. But, you know, we were assured that
that wouldn't be the case. There's plenty of feed to go
around. Now, that could have been before going into four
years of a drought, also, you know, which |I'msure --

COWMM SSI ONER COLLI ER:  So how many cows do we
have there now that are producing there?

MR. TRACE: W have in Fallon proper

probably -- | got to think of the new guys, new ones --
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well, not -- let's just say DFA, that would be Churchill
and Lyon County now, probably 20, 22, 000.

Wul d that be a nunber that you would -- |
t hi nk, yeah, yeah.

MR, HETTRICK: The only thing | heard, John, on
that was that when the expansi on began, Churchill County

said there is a finite nunber. W're not sure what it

s --

COMM SSI ONER COLLIER: R ght, right.

MR HETTRICK: -- but we think that, you know,
we can tolerate -- and the nunber | heard at the tinme was
40, 000.

MR, TRACE: Ckay. GCkay.

MR, HETTRICK: But they felt that if it
approached 40,000 cows, that they would be in a position
where that would be all the cows they would Iike to see
wi thin the county.

MR. TRACE: Yeah.

COMM SSI ONER COLLI ER:  Yeah, | renenber
t hat di scussi on.

MR HETTRI CK: Yeah, that was what | heard.

In regard to the rail, the question was asked
inregard to the rail ?

COW SSI ONER COLLI ER:  Yeah.

MR HETTRICK: W -- you folks voted on that
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and approved it. W had themsend it. They kind of cane
back and said, well, where do we stand on this? They
said, send us an invoice. W got to have sonething. W
just can't wite a check.

So | had themsend us an invoice. They -- ny
under standi ng was the invoice was paid either end of |ast
week or Monday of this week.

So we actually have sent themthe noney and
t hey shoul d have their grant witer working proceeding
trying to get the grant to conplete the rail siding.

CHAI RVAN COOK: Wl l, so there is progress
bei ng made.

MR HETTRICK: Ch, yeah. Shoul d be.

CHAI RMAN COOK:  Yeah.

MR, HETTRI CK: Everything we know, it should
be.

CHAI RMAN COCOK:  Okay. All right.

Vell, Al, I will tell you that | shared an
article with Lynn earlier today that was on Bl oonberg, was
an interviewwth Gary Shilling, an econom st, giving an
assessnent of the true state of China' s econony?

One of the things that he concluded with was
that they would be rotating to nore of a consuner-based
econony. And with their growing mddle class, he

enphasi zed things |like food quality and those ki nds of
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things and quantity woul d be i ncreasing.

And so, you know, |onger termit | ooks
relatively optimstic.

MR, TRACE: It does. You know, China's just
over - bought right now. And to your point, they don't
trust their own product, you know, and they see sonething
from Anerica -- because renenber the nelam ne scare a few
years ago?

MR. HETTRICK: Ch, vyeah.

MR, TRACE: So they just |ove product from
Anerica. | nean, they see that, you know, they think it's
safer, and such

So, yeah, it's -- the good thing about China
over-buying right now, it's forced us, DFA, in our case
anyhow, we had too many eggs in our baskets. W' ve kind
of | ooked el sewhere. You know, we got sone product going
to Brazil, got sone going to Vietnam so.

MR. HETTRICK: It's not all bad.

MR, TRACE: Yeah, yeah, it's not all bad.

CHAl RMAN COOK: Yeah, |'ve had mlk in Brazil.

MR. TRACE: Yeah.

MR, HETTRICK: You weren't inpressed.

CHAIRVAN COOK:  It's not good. |It's not good.
Parma | think was the conpany that provided it. It was

UHT and yellow in color, and --
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MR TRACE: Alnbst -- it scarred you for life.

CHAl RMAN COOK: Yeah, it was --

MR. TRACE: You can still taste it.

MR, HETTRI CK:  Yeah.

CHAI RVAN COOK: They just don't get fresh dairy
product |ike we do here.

MR, TRACE: Yeah, right.

CHAI RMAN COOK:  COkay. Next item would be
public comrents.

MR, HETTRICK: That was it. W did public
comment so Al coul d speak.

CHAI RMAN COOK: W did. Ckay.

So | guess we're done, unless anybody el se has
anything they want to throw on the table for discussion,
conversation?

Not hi ng?

MR, HETTRICK: | think we're done.

CHAI RMAN COCK:  All right. Well, that being
the case, then let's adjourn.

(Exhibit 1 marked.)

(1:52 p.m proceedi ngs concl uded.)

- -000O - -
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CHRI STOPHER COCK, CHAI RVAN

TROY CROMHER, COWMM SSI ON MEMBER

JOHN COLLI ER, COWM SSI ON MEMBER
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