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FALLON, NEVADA, THURSDAY, APRIL 21, 2016, 1:00 P.M
---00o0--

CHAI RVAN COOK: Ms. Vickrey, wll you open the
neeting for the April 2016 Nevada State Dairy Conm ssion
pl ease.

M5. VICKREY: This is the tinme and pl ace set
for the regularly schedul ed neeting of the Nevada State
Dai ry Conmmi ssion for the nonth of April 2016. This
nmeeti ng has been schedul ed and noticed in conpliance with
pertinent statutes, including the open neeting | aw.

A copy of the agenda has been handed to the
court reporter, with the request that it be part of the
official transcript of these proceedings.

My nane is Anna Vi ckrey, operations nanager,
food safety, for the Departnent of Agriculture. Present
today are M. Christopher Cook, chairman; M. Troy G
Crow her, nenber of the comm ssion. Absent is M. John
Col lier.

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

CHAI RMAN COCK:  Thank you

Wul d you proceed to the first agenda item

pl ease.

Depo International, LLC
(702) 386-9322 or (800) 982-3299 | info@depointer national.com Page 4



Public Meeting - 4/21/2016
Nevada Dairy Commission

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

M5. VICKREY: First itemis public coments and
di scussi on.

CHAI RMAN COOK:  And recogni ze that we'll have
anot her section near the end of this neeting for public
coments, does anybody fromthe public, Dave or Al, care
to say anything now or --

MR, TRACE: Wit till the end.

CHAl RMAN COOK: Wit till the end?

Dave?

MR. COON: Dave Coon.

No, M. Chairman.

CHAl RMAN COOK: Let's nove on to nunber two.

MS. VI CKREY: For possible action, approval of
the minutes for the March 17th, 2016, Dairy Conmi ssion
meet i ng.

CHAI RMAN COOK:  Well, Troy, this is your only
chance to nmake a notion.

COW SSI ONER CROWMHER: Ckay. Looks like --
| ooks |i ke we confused Anderson with Coon a few tinmes? So
that --

CHAl RVAN COOK:  Hopefully we caught themall.

COW SSI ONER CROWMHER:  Ckay. Well, | wll
nmeke the notion to approve the mnutes of the March 17th,
2016, Dairy Commi ssion neeting with the indicated

corrections.
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CHAI RMAN COOK. Ckay. And | will second that
not i on.

And there being no dissenting votes with a
first -- notion and a second, the notion carries, and the
m nutes are adopt ed.

Ms. Vickrey, will you press on to nunber three,
pl ease? \Wherever that is.

M5. VICKREY: Yes. Discussion of NAC 584
proposed changes.

| did just want to make a conment, that we do
have the final proposed regulations in front of us and
that they have been post ed.

Because of the changes that we decided to nmake
during the |l ast comm ssion neeting, these were del ayed for
possi bl e hearing action today. And we w |l reschedul e
that neeting -- that hearing at the next neeting.

COW SSI ONER CROWHER: ["'msorry, | didn't
hear that. Reschedule for the next neeting or next week?

M5. VI CKREY: For the next neeting. It'll be
one -- we'll schedul e one hour before next nonth's
conmi ssi on neeti ng.

CHAI RMAN COCOK: (Okay. So we are going to start
the neeting early next nonth then?

M5. VI CKREY: Yes.

CHAI RVAN COOK: (Ckay. So, actually, it'll be a
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separate neeting?

M5. VICKREY: Yes. |It'll be a separate posted
nmeeting just prior to the commssion neeting. So | think
we all ow one hour for that.

CHAl RVAN COOK: Ckay. Any questions, Troy?

COW SSI ONER CROMHER:  Say t hat agai n?

CHAI RVAN COOK: We're going to start an hour
early next nonth to di scuss the changes?

COW SSI ONER CROMHER:  Caught t hat.

Now, in the event that neeting only goes, say,
ten mnutes, can we roll right into the conm ssion neeting
or do we need to wait until one o'clock straight up?

CHAI RMAN COOK:  We have to wait till 1:00.

COW SSI ONER CROWMHER:  Ckay.

CHAI RVAN COOK: May have a chance to go out and
get sone | unch.

COW SSI ONER CROWMHER:  Ckay.

CHAI RMAN COCK: (Okay. Let's nobve onto what?

M5. VICKREY: Next on the agenda is the staff

report.

| just wanted to report that we recently opened
a new goat dairy facility in Fernley. |It's actually not a
new facility, but it is a new operator. In the past it

was a goat dairy, and it's been sitting vacant for

approxi mately a year.
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Nanme of that facility is the Double K Excited
to have themon board. W're not sure yet if they're

going to be operating year-round or if they're going to

be --

COMM SSI ONER CROMHER:  |I'm sorry. There's
sonmebody -- there's some papers shuffling right by the
m crophone and we can't hear -- can't hear what's being
sai d.

M5. VI CKREY: Can you hear ne now?

COW SSI ONER CROWMHER: | can hear you now,
yeah.

M5. VICKREY: Gkay. So I'll just repeat that.

We did have the new goat dairy open in Fernley.
It's called the Double K Dairy. W don't know if they're
going to remain open year-round or if they're just going
to be seasonal. Lot of the new goat facilities opening
now only operate about nine nonths out of the year.

They plan to be at that facility | easing that
for approximately a year, year and a half, and they plan
on opening their own facility here in Fallon.

Then currently we have Erica at training in
Vancouver, Washington. She's a special problens course
that FDA is putting on right now.

Then the only other thing we did pass out sone

materials for the | AMCA neeting in July. | believe
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Kat hy's going to be trying to schedul e everybody to go to
that here very shortly.

So if you do want to attend, we want to get the
dates that you want to go possibly before the neeting --
before it begins or nmaybe extend your trip. W just need
to know that so we can coordi nate those efforts and get
all the approvals we need to send to everyone.

COW SSI ONER CROMHER:  This is Troy.

| -- 1 have -- | think | talked to Chris about
this to -- that | received an email that ny -- apparently
my termexpires at the end of June. And they asked to
have nme, if | wanted to continue, to submt the
application to be a comm ssioner again, which | did, and
submtted within that sanme day all of the requested forns
and i nformation.

|'ve not heard back. | called the state, the
person | submtted themto. They indicated that |
probably woul d not hear back until m d-June about whet her
I"mreappointed. | would |like to go to the Vancouver
convention; however, | don't knowif I'll still be a
commi ssi oner then.

Any i deas about how to naybe expedite that or
find out the status?

M5. VICKREY: | can speak with our director and

see if he can look into it for us. But we can go ahead
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and we can put all the materials in for the trip and just
get the approval in. And if it's canceled, we just cancel
all those plans. But | don't -- | don't think that, you
know, they'll throw you out as a conm ssioner.

MR, STOCKTON: This is Bryan Stockton.

Just ny experience with other boards is the
r eappoi ntnrent does cone fairly late, but usually --
usually if they ask you if you want to continue, you're
going to be reappointed, so -- for what it's worth.

COW SSI ONER CROWMHER:  Yeah.

MR, STOCKTON: This is not atypical.

COW SSI ONER CROMHER: Right. ['ll go ahead
and put things together then for the Vancouver trip.

M5. VI CKREY: Excellent.

M. Chairman, that's all | have.

CHAI RVAN COCK:  Ckay.

M5. VI CKREY: Oh, except for the -- our budget.

Ki mberly, did you want to go over sone itens on
t he budget ?

M5. VWH TFI ELD:  Sure.

Kimberly Wiitfield for the record.

This is the Dairy Conm ssion budget sumary
year to date as of 4/19/2016.

Qur net revenue year to date is $813,916. 79.

The net -- that's what ties to DAW

Depo International, LLC

(702) 386-9322 or (800) 982-3299 | info@depointer national.com Page 10




Public Meeting - 4/21/2016
Nevada Dairy Commission

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Qur net revenue year to date excluding bal ance

forward is $11, 450.79;

Qur projected net revenue at fiscal year end,
excl udi ng bal ance forward, is $90, 449. 19;

And then the projected bal ance forward at
fiscal year end is $892,915. 19.

CHAIl RMVAN COOK:  And do we have -- the
m crobi ol ogist is on staff, correct?

MS. VI CKREY: Correct.

CHAI RMAN COCK:  And do we have the lab fully

equi pped?

MS5. VICKREY: There may be a few itens that
we'l | be purchasing for the lab, but that's going to wait
till next fiscal. Because our operating budget right now,

we're right around 20,000, and that's pretty | ow.
| believe he needs a sterilizer and a few

other -- that's probably a bigger item-- that nay be

around five or $6,000, but we do have -- Kinberly just did

sone interviews for a new audit position, and we still
have one vacant audit position.
And we've had sone di scussion about possibly

bringing in another -- another adm nistrative assistant

for the southern office. So, you know, that's where we're

having a | ot of savings, too, is in our personnel.

CHAI RVAN COOK: Ckay. Now, the bird contro
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I ssue, we're recharging that every year?

M5. VICKREY: Correct.

CHAI RMAN COOK: W th the 10,000, right?

M5. VICKREY: Correct.

CHAI RMVAN COOK:  And have we used all that?

M5. VICKREY: Not yet. W're still trying to
figure out how to pay everybody. Kathy's going to be
wor king on that to -- we've had, what, five subm ssions
for reinbursenment right now?

The state systenmis a little conplicated
soneti nes and how you pay people, even if it's a one-tine
event. So we have to get themregistered with the
secretary of state.

CHAI RVAN COCK:  Ckay.

M5. VICKREY: And that's what we're kind of
working with themto do right now | don't think we're
going to spend all of the $10,000 this go-around.

CHAI RMAN COCOK:  But there is no provision to
carry over

MS. VICKREY: Yes, there is.

CHAI RVAN COOK: To the next year? Next fiscal
year ?

MS. VI CKREY: Yes.

CHAl RMAN COOK:  There is?

M5. VI CKREY:  Uh- huh.
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CHAI RVAN COOK: Ch, okay. Good.

kay. Well, | have no further questions.

Troy?

COW SSI ONER CROWHER: No, no further
guesti ons.

CHAI RMAN COOK: (Okay. Let's press on to the
next agenda item

MS. VI CKREY: Consideration of any other
matters of the Dairy Conmmi ssion -- or to the dairy
i ndustry. Sorry.

CHAI RVAN COOK: Ckay. Anybody want to throw
anyt hing out on the table for discussion?

| have a question for Al.

How i s the Chinese econonic situation inpacting
t he powder plant here?

MR, TRACE: Al Trace, Dairy Farners of Anerica,
for the record.

Not -- to answer your question, not in a good
way. We have yet to sell any powder from our Fallon plant

to China. W've had all the contracts, agreenents, but

t he Chi nese have over-bought, | nean, specific, to powder.
And | don't know if that -- to circle back to your
guestion -- if that's because of their general econony,

what's happened, but it hasn't been good.

This week -- |ast week, powder price -- can |
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just give a quick report right now --

CHAI RMAN COCK:  Sure.

MR, TRACE: -- about everything in general
that will fill right into that?

"1l bounce all around a little bit here.

The Fallon plant is, as you know, up and
runni ng and doing -- doing quite well. | nean, it's --
it's, you know, running at all eight cylinders. W're
recei ving about anywhere from 900,000 to a mllion one a
day there. And, as you know, we still supply Mdel Dairy
in Reno, and will continue to.

The good news about that is that it's al
Nevada m |l k. Nothing's coming in fromover the hill. W
have grown significantly in Nevada. W had a 27 percent
increase in mlk production fromlast year to this year.
That's with our builds and with existing nmenbers, you
know, m | king nore cows.

W're -- we're projecting that our Nevada m |k
supply wll peak in July, about a mllion two, so we'l|
have anple mlk for the plant.

To circle back, the bad news is on the spot
mar ket, powder market hit an all-tinme |ow at 69 cents. So
on purpose we're not nmaxing out our plant at two mllion
pounds a day. It just nmakes sense. | nean, it's --

CHAI RVAN COCK: Sur e.
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MR, TRACE: Every pound we sell we'd be |osing
noney.

We're selling internationally powder to
Col onbia and to Argentina. Donestically to Gerber and
Nestles right nowis where we're selling our powder.

So the good thing about the China thing is that
It has forced us, for lack of a better word, to take our
blinders off and -- and get out there and find sone other
cust omers.

Il will say that the industry, the mlk
I ndustry, is still bullish on powder m k. The prices
wll rebound, so nuch the fact that we, DFA, we have
started construction on a new powder plant identical to

Fallon i n western Kansas.

It's a four mllion. It's twice as |arge.
I[t'1l be open next year. There's a plant in California,
H |l mar Dairy, has built a plant identical to Fallon. It's
three mllion pounds a day. It's up and running.

| found out earlier in the week that there's a
group of dairy producers in California, 12 to 14 of them
t hat have bought ground, and supposedly are going to break
ground April 25th on a new powder plant exactly Iike our
pl ant .

So we'll see where that goes. And if there's

anything -- they've hired a CEO already. She used to work
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for Fonterra. They worked out a nane. They're calling

their new plant Valley MIk, so -- and it's identical to
Fal | on.

So, | guess the nessage is, the bottomprice is
down now but it will rebound. | nean, everybody's crystal
ball. | would say |I think DFA's out of the business of

bui I di ng powder plants. Qur western Kansas plant w |
probably be our last until we really see this thing
through a little bit.

If I may? 1've got a couple other things.

CHAI RMAN COCK:  Yeabh.

MR, TRACE: Having said all that, the plants,
we are -- not just DFA -- but the dairy industry and the
western United State's a little apprehensive about where
all our mlk's going to cone fromto supply our custoners.

You know, we're -- we're -- dairynmen are
exiting the business at a pretty rapid rate. You know,
they're getting another brutal year, average price is 14
dollars a hundred wei ght, and the average price of
production is probably -- or cost is $20. So it's been
tough for them

And, you know, we -- we, DFA -- and | think
that's a footprint for the western United States -- we
reached our -- our peak maxi mum |l oads this year at 435

| oads a day, conpared to |ast year, that was 450 | oads a
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day.

So it's the | owest peak we've seen since 2010.
So that's just an indication of, you know, the survival
node that dairy producers are in throughout the western
United States, particularly California.

But having said that, | would say, you know,
Nevada, we're in a little different position, northern
Nevada. As | said, we grew 27 percent. And a |ot of
that's just a tribute to our plant, that there is a
succession plan now. There is a place -- you know, their
transportation is a | ot cheaper than going over the hill.

Make no m stake about it. Qur nmenbers here are
feeling the price pinch, but it's -- you know, it's just a
little bit different scenario for them here.

So we do have an existing nmenber building a new
dairy, a new 2,000-cow dairy, Double 30, that wll be open
this fall, I would say. So to date since we built our new
plant, that would be the third new dairy that we've had
built here, so that's all -- that's all good stuff.

We still need mlk, local mlk, for our |ocal
supply. Wien we do ranp that plant up we probably stil
need anot her eight or 9,000 cows to -- you know, to fill
our needs there.

So, water is a good thing in the area this

year? We're about 70 percent allocation. | heard earlier
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in the week there's sone runor that in this Fallon region
it could go to 90 percent? So that's all positive --
positive stuff there.

CHAIl RMAN COOK: Canals are all full?

MR. TRACE: Yeah, yeah. The water's flow ng
well. So we should have a good year with hay. Good
quality forages, get back to growi ng corn, which was
pretty non-existent |ast year because of the |ack of
wat er .

One nore thing if | may? Conpletely unrel ated
to the west but it's big news in the dairy industry. And
maybe you heard and maybe you haven't.

But WAl -Mart's building their own processing
plant in -- in Fort Wayne, I|Indiana. And you wonder how
that will affect us in the west? Well, it will. You
know, Wal-Mart is the largest retailer in the country.

And it wll be disruptive to the supply, maybe
not throughout the United States, but probably nore so
| ocal Iy, but an exanple would be typically right now nost
of the Wal-Mart stores are supplied by Dean Foods. And we
supply nost of the Dean Foods pl ants.

So we're elimnating sone people. They'll
be -- you know, there's going to be |osers and there's
going to be winners in the whole --

CHAI RVAN COOK: They're not actually going to
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transport processed mlk all the way from I ndi ana out
here, are they?

MR, TRACE: No, no, no. They'll be -- | nean,
the industry's getting so small. Like |I say -- | nean,
it's -- even though it's Indiana -- and, you know,
there'll be a ripple effect, you know, into the west coast
in sone fashion. |It's just really big news in the dairy
i ndustry that Wal-Mart's going to becone fully integrated
NOW.

CHAI RMAN COCK:  |I's there any bl ow back com ng
in the dairy industry fromCalifornia's
fifteen-doll ar-an-hour m ni nrum wage?

MR, TRACE: Yeah, yeah, there is. There's
concern. Yeah. A lot of concern about that actually.

CHAI RVAN COOK: | would think that would hit
pretty hard if their --

MR. TRACE: Yeah, yeah.

CHAI RMAN COOK:  -- margins are -- is thin or
non-exi stent as they are now, if --

MR, TRACE: Well, and, you know, you have
the -- yeah. Yeah. | can't answer that -- yes, there
are. There's a lot of concern there. And it's just -- |
think it's pretty much a done deal fromwhat |I'm
under st andi ng, and, you know, so it's just another cost of

the dairy industry.
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CHAI RVAN COOK: Yeah, passed the legislature
and Jerry Brown signed it.

MR. TRACE: Yeah, yeah. And, unfortunately, as
you know, the dairynen, they can't pass this on |like other
I ndustries, you know? They can't -- you know, they're at
the nercy of the CVA and CVE and the price of mlk they
get, so.

| would say one last thing. To the Wal-Mart
thing, | kind of have a different spin. | think it's
pretty cool nmaybe if the largest retailer in the country
wants to stick their toe in the water and getting into the
m | k processi ng business, that should be good for all of
us in some way.

| nean, we've lost mlk sales through the
years. So, who knows? You know, it could inprove the
m |k sales around the country. | don't know. So I'l
stop there. I'msorry |I got off --

CHAI RMAN COOK:  No, no --

MR, TRACE: -- just the China thing.

CHAI RMAN COCK:  It's wi de open. Anything
relating to the dairy industry.

MR. TRACE: | haven't been here for a couple of
nmonths. | need to --

CHAI RMAN COOK:  No. W appreciate it.

MR. TRACE: Yeah.
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CHAI RVAN COOK: We appreciate it.

MR, TRACE: Ckay.

M5. VICKREY: | have question.

MR, TRACE: Yes.

M5. VICKREY: Do you know, the Wal-Mart
facility, are they looking at just fluid mlk? Are
they --

MR. TRACE: Just fluid mlk.

M5. VI CKREY: Just fluid. Ckay.

MR, TRACE: Yeah, yeah. Yep.

CHAI RVAN COOK:  And they're going to be
sourcing nostly frommdwestern dairies?

MR, TRACE: Yeah, yeah. And it's yet to
known whether they're going to try to source it
I ndependent|ly or through co-ops, you know, buy their
supplies. So there's a | ot of people on eggshells r
now, particularly in that part of the country.

CHAI RMAN COCK:  COh, yeah.

MR, TRACE: And --

CHAI RMAN COCK: Wl |, you know what they

about |anding Wal -Mart as a custoner? Happiest day

your life until you realize it's the tail waggi ng the dog,

and then it becones the worst day of your life.
MR, TRACE: Yeah, yeah. 1It's a tough --

t ough organi zati on.

be

i ght

say

of

a
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CHAI RVAN COOK: Yes, very, very tight, tough to
deal with, so.

Thank you. Appreciate that.

MR TRACE: Sure.

CHAI RMAN COOK:  (Okay. |Is there anything from
down sout h?

COW SSI ONER CROWMHER:  No.

CHAI RVAN COCK:  Ckay.

COW SSI ONER CROWMHER: No. Just appreciate
that input. That was -- that was interesting.

CHAl RVAN COOK:  Wwell, | will add
parenthetically that |1've been reading a | ot of things
about ot her segnents of the Chinese econony that are
wal | owi ng i n excess right now, and it's had inpact on
things like the price of scrap steel has plumreted.

| read recently that the Chinese has shut down
146 shipyards. | think you can count on two hands the
total number of shipyards we have in the United States.
And they have cl osed down 146.

The -- fromthe -- one of the reasons why |I'm
curious about how the plant's doing wth Chinese sales is
the cost of shipping containerized freight has al so
plumeted to record | ows because of excess capacity.

And it's just astounding what's going on in --

in-- sol'm-- I'"mnervous and fearful for the plant.
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' m hoping they can find --

MR, TRACE: W couldn't have picked a worse
time to start a plant. But, | nmean, that's in the cards
and we're in the business. It's -- you know, we have 36
ot her plants across the country.

So, you know, it's not our first rodeo. That
not going to say that we're the biggest and know
everything about it, but, I nmean, we understand the --

CHAI RMAN COCK:  Yeabh.

MR, TRACE: -- gane and the volatility.

CHAI RVAN COOK:  How about ot her Asian buyers?
Are there other Asian buyers for the powder?

MR TRACE: Not at the present -- well, not

that we're dealing with at the present tinme. Yeah. |'m

sure there could be.

And with the Chinese situation those could
becone, you know, nore apparent to us, or, you know,
find our -- find thenselves on our radar screen, So.

CHAI RMAN COCK:  Uh- huh.

MR, TRACE: W, DFA, there's no secret about

It, was tal king at one point about actually having bricks

and nortar in China, just an office type because we have
staff there now But, | nean, actually having nore of a
presence there. So, we'll see. | don't know where that

Is at the present tine.

'S
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CHAI RMAN COCK:  Ckay.

Vel |, thank you.

MR TRACE: Sure.

CHAI RMAN COOK:  Shall we press on to nunber
si x, please.

M5. VICKREY: Yes. Public comments and
di scussi on.

CHAI RMAN COOK: COkay. This is the opportunity
for anybody el se who wants to throw anything on the table?

Anybody down sout h?

COW SSI ONER CROMHER: No. No. W're --
we' re good.

CHAI RMAN COCK:  Ckay. Well, there being
nothing else to deal with on the agenda, | suppose we can
go ahead and cl ose the neeti ng.

So the April neeting is now adj our ned.

(Exhibit 1 marked.)

(1:22 p.m deposition concluded.)

---000- - -
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