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SPARKS, NEVADA, THURSDAY, AUGUST 18, 2016, 1:00 P.M
---000---

CHAI RVAN COOK: Wl l, let us convene the August
neeting of the Nevada State Dairy Conm ssion

M. Hettrick, would you do the formality,
pl ease.

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

This is the tine and place set for the
regul arly schedul ed neeting of the Nevada State Dairy
Commi ssion for the nonth of August 2016. This neeting 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 a part of the
official transcript of these proceedings.

My nane is Lynn Hettrick, Deputy Director for
the Departnment of Agriculture. Present today are
M. Christopher Cook, chairman of the conm ssion; M. Troy
Crowt her, nenber of the comm ssion; M. John Collier,
menber of the comm ssion.

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

First itemon the agenda, M. Chairman, is
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public comment and di scussi on.

CHAI RMAN COOK:  Ckay. Bear in mnd that we
have a second public comment section near the end of the
nmeeting, so if anybody would |i ke to say anything, they
can junp in now or we can hold it until [ater on.

Seeing nothing, let's proceed to the next item
pl ease.

MR, HETTRICK: Item nunber two on the agenda
for possible action, license application of peddl er
distributor license for Coca-Col a Refreshments, One
Coca-Cola Pl aza, Atlanta, CGeorgia. | think it's Meshach
Rhoades is |listed as the contact.

The applicant seeks a license to distribute
fluid mlk and fluid creamin the northern and southern
Nevada marketing areas.

The applicant's prices and costs have been
revi ewed by nenbers of the Dairy Conmm ssion staff, and are
in conpliance with this agency's |aws and regul ati ons.

The applicant will be responsible for the
assessnents.

CHAI RMAN COCK:  Okay. Thank you.

Do we have anybody representing this applicant
present ?

M5. | NOUYE: WMartin?

MR, HETTRICK: Las Vegas you do.
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CHAI RVAN COOK:  Ch. Thank you. Welcone for
bei ng here.

MR, ESTEVAG  Thank you so nuch. Thank you so
much for your time, and I'l|l be as brief as possible.

COW SSI ON CROMHER: Coul d you state your nane
for the reporter?

MR ESTEVAO O course. M nane is Martin
Estevao. |'man attorney with the law firm of Arnstrong,
Teasdal e.

You just nentioned ny coll eague, Meshach
Rhoades, who appeared before the conmm ssion about three
years ago, | believe, in connection with the Coca-Col a
Conpany's mlk distributor |icense application for the
Fairlife products.

And now we're here today, Coca-Col a
Ref reshnents USA, Inc., is actually one hundred percent
whol | y- owned subsidiary of the Coca Cola Conpany, but it
IS a separate corporate entity.

And pursuant to Nevada statutes and
regul ations, we would require a separate |license to
distribute the YUP! m |k products, which are actually very
simlar to the Fairlife product.

And if the conmm ssion has any questions or
concerns about the products thensel ves, the distribution

nodel , or anything of that nature, |I'm happy to assist.

Depo International, LLC
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1 And that's why |I'mhere for, so.
2 CHAI RMAN COCOK: (Ckay. Please have a seat and
3 rel ax.
4 MR, ESTEVAC It's the |lawer in ne.
5 CHAIl RMAN COOK:  Yeah. No, this isn't a
6 courtroom so.
7 COMM SSI ON CROMHER: Get his nane spelled for
8 the record?
9 MR, HETTRI CK: Yes, please.
10 MR. ESTEVAO. It is E-s-t-e-v-a-o0. First nane
11 Martin, Ma-r-t-i-n.
12 CHAI RMAN COCK:  So effectively this is a whole
13 ot her license application because it's a different
14 corporate entity?
15 M. ESTEVAO. That is correct.
16 CHAI RMAN COCK:  Than the one that applied a
17 coupl e years ago?
18 MR. ESTEVAG That is correct. Even though it
19 is still a one hundred percent wholly-owned subsidiary.
20 CHAI RMAN COOK:  And it is a simlar product? A
21 dai ry- based product?
22 MR, ESTEVAGC It is, yes, sir. It's alittle
23 bit different in terns of market -- target market. Wth
24  these products again called YUP' Y-U P, exclamation point,
25 Coca-Col a Refreshnents is really targeting teenager,
Depo International, LLC
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col l ege-age kids, trying to make mlk fun again. So
that's where we're headed. And nuch different
di stribution nodel.

These products are nostly appearing in your
typi cal conveni ence stores, gas stations, nom and pop
shops, and food service on school | ocations.

CHAI RVAN COOK:  As | recall, the previous
product had an energy drink connection or tie-in or
mar keting scheme? | don't renenber exactly what it was,
but is that sonething simlar with the YUP' product?

MR. ESTEVAO No. It's -- it's alittle bit
different. And Fairlife products, both the 52 ounce and
11.5 ounce were not necessarily geared toward that protein
shake crowd.

It is marketed as protei n enhanced, not
enhanced, neaning that protein is added to the product,
but the filtration nethod for the product essentially
all ows the manufacturer to separate those individua

conponents of the mlk and then reconstitute in different

rati os.

And so you get a little bit higher protein and
filter out the sugar, take out the |actose as well. So
for this YUP! product, it is also |lactose-free. It is

aseptically processed and packaged, so no refrigeration

required prior to opening.
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And in that respect, it is very simlar to the
11.5-ounce Fairlife bottles which are |ikew se aseptically
processed and packaged.

CHAI RMAN COOK:  Looking at a facsimle of the
YUP! label, | seeit's -- Fairlife is packaging for you?

MR ESTEVAO  Yes.

CHAI RVAN COOK:  And do you -- can you pin down
the source of the mlk? Is it --

MR. ESTEVAO It's the sanme source for the
Fairlife products as well. It's sourced froma
cooperative called Select Farners -- Select MIKk
Producers? Sorry. And one of the flagship operations
that the manufacturer of the co-op is extrenely proud of
Is called Fair Gaks in Indiana.

The mlk is also sourced fromother related
co-ops, but across the board, just very proud of the
operations in general, and the treatnent of the cows.

CHAI RMAN COOK: Ckay. And it's -- the one
facility is servicing the entire country?

MR, ESTEVAO One facility, neaning one dairy
herd or dairy --

CHAl RMAN COOK:  No, no, in terns of the
packagi ng of the --

MR, ESTEVAO. Oh, yes, yes. |It's one single

operation. That's in Coopersville, M chigan.
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CHAI RMAN COOK: Ckay. GCkay. Wwell, 1 have no
further questions.

Troy?

COMWM SSI ON CROMHER: No, no further questions.

W -- we actually | earned sonething about this
in our -- up at the | AMCA dairy convention up in Canada.
W learned a little bit about these products, so.

CHAI RVAN COCK:  Ckay.

COMM SSI ON CROMHER: It is interesting.

CHAI RMAN COCK:  John, any questions?

COMM SSI ONER COLLIER: | have none. Huh-uh.

CHAI RMAN COOK: Ckay. Any questions or
coments fromstaff? Anybody in the audience that's not
fromstaff?

Ckay. Seeing none, | will entertain a notion.

COW SSI ONER COLLIER: M. Chairnan, | nove
that we accept the peddler distributor application for
Coca-Col a Refreshnents out of Atlanta, Georgia, who is
seeking a license to distribute fluid mlk and fluid cream
in the northern and southern Nevada narketing areas.

COW SSI ON CROMHER:  Second.

CHAI RMAN COCK:  Having a second and -- a notion
and a second and no di ssenting votes, the notion carries,
and the |license is granted.

Thank you for being here.

Depo International, LLC
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MR, ESTEVAO Thank you very much, Conm ssion.

MR HETTRICK: Al right. Next, M. Chairnman,
on item-- agenda item nunber two, second peddl er
di stributor license application from MDonal d Wol esal e
Conpany. They're out of West Sacranento, California.
Gary Thonsen is the contact.

The applicant seeks a license to distribute
fluid mlk and fluid creamand m xes in the northern
Nevada marketing area.

The prices and costs have been revi ewed by
nmenbers of the Dairy Conmi ssion staff and are in
conpliance with this agency's |aws and regul ati ons.

The applicant will be responsible for the
assessnents.

CHAI RVAN COOK:  And do we have anyone
representing this applicant present?

MR, HETTRICK: | don't believe so.

CHAI RMAN COCK:  Probably not.

Ckay. Anything el se you can add to this?

MR, HETTRI CK:  Not hi ng unusual about this. It
IS -- Producers Dairy is the nane of the mlk. And it
| ooks li ke they're probably going to be supplying to Dutch
Bros Coffee because sone of the brands, the products are
actually branded Dutch Bros? So | presune they' ve got

sone kind of contractual arrangenent wth Dutch Bros, and

Depo International, LLC
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that's why they're interested.

CHAl RMVAN COOK: Do we have a Dutch Bros in
nort hern Nevada?

MR HETTRICK: Yeah, | think there are.

MS. | NOUYE: Carson.

MR, HETTRI CK:  Yeah, Carson's got one, yeah,
and nmaybe they're going to expand, | don't know. And
maybe they can market it as Dutch Bros and Markets, |
don't know. But that appears to have sone tie as to why
they're bringing the product.

CHAI RMAN COCK:  Ckay.

MR. HETTRICK: But that's all | have.

CHAI RVAN COOK: But that product isn't a
McDonal d's corporate entity?

MR HETTRICK: No. No, no. No. |It's a
di stributing conpany from producers -- Producers Dairy is
t he manufacturer. |It's not -- it's not MDonald's.

CHAI RMAN COCK:  Using McDonald's to do the --

MR HETTRICK: Actually |I think it's MDonal d
VWhol esal e.

CHAIRVAN COOK: So it's not Mckey D's, the
hanmbur ger - -

MR HETTRICK: No. And I -- and when | | ook at
the list of officers that | have, it says they're out of

Eugene, Oregon.
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CHAI RMAN COCK:  Ckay.

MR, HETTRI CK:  So, yeah.

CHAI RMAN COCK:  That nust be confusing.

MR, HETTRICK: Yeah, |'m sure.

CHAI RMAN COCK: Al right. | have no further
guesti ons.

Troy, do you have any questions?

COW SSI ON CROMHER:  No.

CHAI RMAN COCK:  John?

COW SSI ONER COLLI ER:  No, | have none.

CHAI RMAN COCK:  (Ckay. Seeing -- oh, any
guestions or comments fromstaff or nenbers of the
audi ence?

Seeing none, |I'll entertain a notion.

COM SSI ON CROMHER: M. Chairman, 1'll nmake a
notion that we approve the peddl er distributor |icense
application by MDonal d Wiol esal e Conpany, Inc., out of
West Sacranento, California, to distribute fluid mlKk,
fluid cream and mxes in northern Nevada marketing area.

COW SSI ONER COLLIER: 1'Il second that,

M. Chairman.

CHAI RMAN COOK:  Having a notion and a second,
and no dissenting votes, notion is carried. And the
license is granted.

MR, HETTRI CK; Next, M. Chairman, is item

Depo International, LLC
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nunber three on the agenda for possible action is approval
of the mnutes fromthe July 21, 2016, Dairy Comm ssion
meet i ng.

| have listed, M. Chairman, four very m nor
changes for just corrections, and appropriate notion would
be to approve the mnutes with the corrections noted.

CHAI RMAN COOK:  Ckay. |'ll entertain a notion
fromone of the other conm ssioners.

COMM SSI ONER COLLIER: M. Chairman, | nove
that we accept the mnutes fromour July 21st, 2016, Dairy
Comm ssion neeting with the corrections that are so noted
I n our bookl et here.

COW SSI ON CROMHER:  Second.

CHAI RMAN COCK:  (Ckay. Having a notion and a
second, no dissenting votes, notion carries. And the
m nut es are adopt ed.

MR HETTRICK: Al right. Next, M. Chairnman,
is the staff report.

I n your packets you should all have received
copies of the various pricing and -- information about
pricing in the west primarily that you may be interested
I n perusing.

The last of the sheets is the one that you
typically get, and it shows the current pricing, which has

gone up a little bit, which is nice. W're glad to see it
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overall. It's good for the producers. Beyond that
not hi ng uni que or special about the pricing. Sixteen
thirty-seven in the north, and | think 16.47 in the south.

Beyond that | don't really have nmuch for the
staff report today. Beyond also telling you that Kinberly
went and tried to do a financial statement for us this --
for this neeting, but our conputer systemin the Las Vegas
office is balking and she was unable to print it off. W
can tell you that there's nothing unique or special.

W're in about the sane boat we've been all along, so.

CHAI RVAN COOK: The reserves trending up or
down?

MR, HETTRICK: Slightly. Yeah, slightly. |
think we're hol ding steady -- about steady right now, so.
But wi thout the actual nunbers in hand for the close of
the nonth, we don't know. But it's close. And we've been
hol ding pretty good. So | don't think we have any issues
of concern there.

CHAI RMAN COCK:  Ckay.

COMWM SSI ON CROMHER: | have a questi on.

" mjust | ooking at these price announcenents.
And | ook at the second page, we're up to $18.12. That's
about a three dollar and 50 cent junp in three nonths.

Is that -- any particular reason for that? |

mean, that's great for our farnmers. |Is that -- is there a
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particul ar reason that you know of ?

MR. HETTRICK: | don't know.

MR TRACE: Al Trace, Dairy Farners of Anerica.

| would say, Troy, that that price isn't --
that's the class one price? That's not -- that's pool ed
out and bl ended out. The farners aren't receiving that
price. The farners are getting roughly around $14 a
hundred ri ght now.

So that would be specific to class one. Wy it
took that junp, |I don't know. But | just don't want to be
m sl eading to think that that's the mail box price to the
producer.

MR. HETTRI CK:  Sure.

CHAI RMAN COOK: We'd like to say it's because
Coca-Cola's buying a | ot of mlKk.

COW SSI ONER COLLIER:  They're buying it back
in the Mdwest.

MR, TRACE: W appreciate that, too, though.
That's good for the industry.

MR, HETTRI CK: Yeah, it's good for the industry
in the long run, so.

The -- and, A, you correct ne, or, clarify,
but the pricing is generally based on commodity pricing,
and they have sone fornula they work off? And they use

advanced pricing sonehow, which is what this is.
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These show advanced m ninmuns. And it's
cal cul ated off feed prices, comodity prices, and other
things to devel op these. And then, of course, demand
pl ays as well, so.

MR TRACE: Right.

MR, HETTRICK: And | think typical of what
happens in the summertinme, mlk production goes down
because the cows get a bit stressed fromthe heat. And
demand i s about the sane.

And so what we see is an increase on denmand
side, and then commodities vary. Depends on whet her
they' re buying out of storage or whatever as to the
inpact. So there's so nuch a ways into these it's very
difficult to give you a specific reason why it's doing
t hat .

COMM SSION CROMHER: |I'"mjust -- it |ooks --
the Septenber is where it takes the big junp. [|'m
wondering if it has to do with school com ng back in
session and nore school mlk being purchased? O if

that's a factor.

MR TRACE: Well, | think, Troy, you could be
onto sonmething. | think a little bit of that would have
to do wth school starting back up, but I -- speaking of

pricing, if I may now? Can | --

CHAI RVAN COCK: Sur e.
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MR TRACE: On July 28th -- | just need to read
sonmet hing -- 61 senators and congressnen sent Senator
Vilsack a letter to express their concern about the
troubling economcs that the dairy producers are
experiencing, not just in Nevada or the west -- nore so in
the west -- but pretty nuch around the country.

| said earlier, Troy, for everyone, in northern
Nevada and in California right now the dairy producers are
aver agi ng about fourteen fifty per hundred weight. Mybe
15 when you get some prem uns, quality prem uns, and such
on top of that. The cost of production is sonewhere
around $20. So they're really -- they're really in dire
strai ghts.

This letter sent to Secretary Vil sack urged him
to do sonething, quote, unquote. On Friday of -- |ast
Friday, the 15th, the National M|k Producers Federation,
which is the | obbying arm if you wll, for the -- for the
dairy industry, the producers in the country and the ngjor
cooperatives also sent a letter to Secretary Vil sack
asking for relief for the nation's dairy farners.

And they -- they asked himto consider

purchasing a hundred to 150 mllion dollars worth of
cheese. They can use -- which | don't know what it is, a
section 32 program and, you know, it just -- | won't read

this in depth.
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It just goes on to say dairy producers across
the country are really hurting. |If they could, you know,
aut hori ze this purchase of this anmount of cheese and
distribute it to the -- to the nonprofit food banks, is
what they are asking, it would help. Sone.

But bottomline it would -- across the country
it'd put an average of 16 cents per hundred weight into
each producer's mlk check, which isn't huge, but | got to
tell you, the famly farnms across the country, 16 cents is
16 cents right now.

So in our crystal ball -- which | don't know if
ours is right or not -- but, you know, we're -- we don't
think there's going to be any real price recovery to the
producer comunity until at least third or fourth quarter
2017. So that -- it's tough right now for these guys.

So no point to any of that. Just saying that,

you know, it's -- it's tough out there for the producers.
And -- and to our point, to Nevada specifically, it makes
It hard to -- because we still need a few nore cows here.

And people aren't in a real big hurry to relocate.

| probably said it every tinme and every nonth
here, the term what | call survival node, you know. And
they don't have an appetite to think about relocating
anywhere. They're just trying to nake it through to the

fol l ow ng nont h.
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COW SSI ONER COLLI ER: What -- A, what are
the -- what are the -- what is the USDA, do they still
have the commodities program where they buy mlk and
cheese products and distribute that through their --

MR, TRACE: No, kind of went away. It's

definitely a few years ago. And this kind of is reverting

back to that?

COW SSI ONER COLLIER That's what it sounds
l'i ke.

MR, TRACE: Yeah, yeah. So | don't know how
much traction it'll get because it was kind of a big
to-do, | guess is the word I want to use, when it went
away, So.

COW SSI ONER COLLI ER Because there was a --
as | recall, there was a | ot of product bought.

MR. TRACE: Yeah.

COMM SSI ONER COLLIER: | nean, when | was in

the nonprofit world we got hanmburger for our canp and we

got powdered mlk. W got wheat. W got barley. W got

cheese. | nean, it was -- you know, you just fill out
your forms and give them your quantities and you pretty
much got what you asked for.

MR, TRACE: Right. Right.

COW SSI ONER COLLIER  And it was free.

MR. TRACE: Yeah, yeah.
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COW SSI ONER COLLI ER So.

MR, TRACE: Well, we'll see where this goes.
That's all | have to say.

CHAl RMAN COOK:  And no di scussions of herd

reducti ons going on?

MR, TRACE: No. | nean, we have farners just
exiting the business. | nean, not reducing just because
of the economcs that | just spoke of? | nean, quite
honestly, you know, our western area council, we -- we're

concerned about being able to provide the mlk to our
custoners that we need just because we're having --

CHAI RMAN COOK:  So it's not necessarily an
over -supply issue?

MR TRACE: | think it is. It's supply and
demand. | nean, it's -- we're in a world market anynore.
Maybe in the old days Nevada woul d conpete in California,
but, | nean, now we're conpeting on a world market. So,
you know, it's basically over-supply. You know, there's
t oo nuch

But | think I said before, dairy producers
al ways make too nuch mlk when their prices are bad |ike
they are now, they make nore mlk for cash flow. And when
the prices are good, they nake nore mlk to pay down debt,
or maybe to stock sone away for when the prices are down.

So it is an over-supply situation.
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And -- but there's no talk of herd reductions,
any prograns or plans. |It's just people, famlies and
famly farns, are just exiting the business because they
can't make a go, or the bank's telling themthat --

CHAI RVAN COOK: Those cows typically don't get
pul | ed out of production. They go to sonebody el se.

MR. TRACE: Sonebody el se. You know, depending
on the price, you know, sonme of themare culled. | nmean,
there's still a fair anmobunt of cull cows going on across
the country. Mre so in the west, you know.

MR HETTRICK: | saw sonething the other day,
Al, maybe you can comment on, | don't renenber which
publication it was in, but | read a publication that
i ndi cated that there were dairy producers that were
col | ecti ng noney on the new i nsurance --

MR, TRACE: The margin protection plan.

MR HETTRICK: Margin protection plan. But it
was a small percentage.

MR, TRACE: It's a real small percentage. And
it's in the process of being overhauled now, and in -- |
can't -- | don't know enough about it to get in the weeds.
It's really a conplicated program - -

MR HETTRICK: Ch, | know.

MR TRACE: -- but it really -- it didn't -- it

didn't satisfy what it was supposed to, you know. It was
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over-sold, | guess, you know. And it was supposed to
be -- you know, it really was an insurance program

It wasn't supposed to, you know, be the savior,
if you wll, but it still didn't work. So it's back on
t he draw ng board.

MR, HETTRI CK: Tiny percentage of people who
got to take advantage of it or bought it far enough
down -- and I'"'mnot sure that was -- in fact, | think the
article said that even those who bought it down to where
they're getting noney aren't getting back what they put
intoit, so --

MR, TRACE: You could participate | think for a
hundred dollars a year at the four-dollar level. But they
get pennies on that, you know.

MR, HETTRICK: [It's nothing.

MR, TRACE: It wasn't nothing. Because, like |
say, | nean, pennies help, but these guys are really --
they need dollars right now, you know. And it's just
tough tinmes for dairy producers, you know. Doom and
gl oom

But on the upside -- and I'll stop here -- we
got lots -- we got water in northern Nevada, so.

CHAl RVAN COOK:  For now.

MR, TRACE: For now. For now.

COMM SSI ONER COLLI ER:  Thank t he good | ord.
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MR. TRACE: Yeah. Thank you.

CHAI RVAN COCK:  Ckay.

MR, TRACE: One nore comment.

| want to say, too, though I do know that the
source for the YUPl mlk, Mke Md oskey, and the group?
|'ve been on his farm Does a class act. They're --
they're -- it's a good mlk co-op. W work wth them
Good peopl e.

COMM SSI ON CROMHER: I nteresting guy.

MR. TRACE: Yeah.

CHAI RMAN COCOK:  Okay. All right.

MR HETTRICK: M. Chairnman, nunber five on the
agenda is consideration of other matters, which I think we
j ust acconpli shed.

CHAI RMVAN COOK:  Ch. Well, I'd like to hear
from Troy and John about the | MCA neeting, what they cane
back w th.

COW SSI ONER COLLIER: | was -- | was very
I npressed again this year. This is ny second year of
attending the neeting, and | was very inpressed with it.

The things that we're tal king about here with
the over-production of m |k, conpensate for, you know, the
| oss of the dollars, was prevalent not only here in the
United States but also in Canada to sone degree.

Canada's a little bit different than -- because
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they have -- they have nore farnmer involvenent in their
boards, and they're really quite a -- quite an
organi zation up there in Canada.

And | for one -- and I"'msure | -- Troy wll
express the sane sentinent -- |I'mvery appreciative to
have represented the State of Nevada at this conference.

It was a -- | think it was very worthwhile for

nysel f educationally to | earn nore about the dairy

i ndustry, and -- and it was -- it was very informative.
The thing that it's -- it's not as well
represented as perhaps it could be. | think there's, what

was it, Troy? N ne providences in Canada? And there's
nine or ten states that belong to the thing here in the
us.?

And so there could be nore states involved in
the U S. in this particular association, | think it would
be nore beneficial for the United States if there was nore
people involved init. And | know Troy -- Troy was -- he
probably could go nore in detail about sone of the
sessions and things, so.

COM SSI ON CROMHER:  Well, | -- you know, |
cane away -- | guess if you want to sumthings up,
thinking that it seens |ike what the presenters and
partici pants were saying, and even in sone of the

di scussi ons, you know, on the side during the social
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tinmes, that we're kind of in a transition right now in
that both fromour -- fromthe market, fromthe consuners,
who are requiring nore -- let ne take a | ook at ny notes
here -- requiring nore transparency.

They're requiring -- they're | ooking for
nore -- for a shorter distance between the processor and
the consuner. They want nore, you know, local -- there's
a big push obviously to buy. That's not sonething new.

They are -- there's a real push for -- people
want to know that their mlk is comng froma | ocation
that is environnmentally sustainable, that -- they want to
know nore about their food in general. People are
interested in their food.

And they tal ked about the difference between,
say, our generation and the mllennials, where a
mllennial wll sit down and start photographing their
food when you go out to eat.

And, you know, | -- | never did that. O
course, | never carried a canmera around in ny pocket al
the time. But there is nore interest in the food and

where it cones from and transparency within the industry.

The other -- the other take-away | got was that
we need to be -- the dairy industry needs to be a little
bit quicker to react to trends, | guess. And they used as
an exanple the energy drink that -- the mlk industry
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was -- the dairy industry was a little slow to cone on
board with that.

It was pretty nuch already filled by the tine
the dairy industry cane along. And now we're trying to
get into it stronger. Tal ked about innovations, about how

there needs to be additional innovations in the industry.

Let's see if | can -- oh. One of the other
exanples of the -- you know, the slowto cone to the table
was the -- used the sanple, spreadable butter. You know,

margarine and the oils, the products, canme to the table a
littl e sooner on that spreadable butter concept. And that
was j ust one exanpl e.

They did indicate that sonetines within our
i ndustry governnent regulations make it nore difficult to
react quickly to those trends. And that's sonething as

m |k control agencies we need to perhaps exam ne.

Let's see. Anyway, it was -- like was said, it
was a very -- | thought it was very informative. Gave us
sone ideas as far as the industry as a whole -- as a

whol e, and i ncl udi ng gl obal |y.

Tal ked about sone of the m stakes that had been

made in -- in marketing to China. And we did have a
presentation by the indivi -- and | don't recall his
name -- the individual who was the chai rman of those

hearings on the federal m |k market? The federal order in
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California?

COW SSI ONER COLLI ER:  Yeah, he was a
representative -- he was the USDA -- | think assistant
secretary for the USDA who was in charge of that for the
four nonths of hearing.

And it was interesting as we queried him
af terwards about how long it's going to take for themto
make the decision. | nean, we're looking at -- we're

| ooki ng probably -- what did he say -- the end of 20177

COM SSI ON CROMHER: He said if it got -- if
it went -- if it was a snooth transition and the -- the
producers voted for it and everything vote -- everybody

voted for it, it wouldn't be until probably at |east
January 2017 before they woul d be under that order.

MR TRACE: Was that Chip English? Ws that
the gentl eman's nane?

COMM SSI ONER COLLIER:  No. | have it witten
down. It's in the -- he was one of the presenters. And |
can get that for you, but --

COW SSI ON CROWHER:  You know, |'Il see if
can find ny notes.

COW SSI ONER COLLI ER:  Yeah, he was -- he was
there | ast year and made a presen -- he was just starting
the hearings last year. And so they're finished with the

heari ngs now. They have to take it all through the |ayers
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of the bureaucracy in the Departnent of Agriculture at the
federal |evel.

And it was -- | think he was kind of saying it
with his tongue in his cheek about how many different
| evel s there are that it has to go through and be stanped
of f on and be approved in order for all this to be --
before it ever gets out here into the -- to affect our
farmers in Fallon or the people in California.

MR, TRACE: Right. And he nmade it clear this
is an election year. No decision will be made till after
Novenber .

COW SSI ONER COLLIER:  Right. Right.

COM SSI ON CROMHER: It was -- and I'll throw
in a plug for DFA. They did indicate that DFA is right on
the cutting edge of the -- what did they say -- they're
t he ones nmanagi ng the changes in the mlk transportation
novenent .

Apparently -- | don't know if that was in the
part where they were tal king about alternative fuels and
transporting with that, or what part that was, but they
did say DFA is certainly leading the way in the U S

MR TRACE: Well, that's nice to know. W do
sonet hing of that nature, Troy, in Colorado. W transport
our owmn raw mlk there. And | think we are experinenting

with -- wwth sonmething simlar to what McC oskey does in
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I ndi ana actually, with the natural gas and everything.
CHAI RMAN COOK:  Troy, was there any di scussions
about what's happening in the international markets?

COW SSI ON CROWHER:  You know, | asked a

couple of times about the -- about China specifically.
And apparently at |east one of the -- one of the
challenges is that -- that Australia got in there alittle

bit ahead of us.

And they -- the -- you know, the Chinese right
now, | guess, prices are down quite a bit, and so we
don't -- there's not a |lot of incentive to even market to
them ri ght now.

But they did -- sonebody nmade a conment that

the powdered mlk is equivalent to gold for the Chinese.

And that -- one thing that we need to -- the U. S. -based
producers, we need to do is -- better is to market the USA
br and.

Because apparently when it -- when the USA
brand or when it says USA on it -- not even saying USA --
but, you know, just pictures of -- they -- | guess the
Chi nese market, will buy it, you know, for bottles and
things, by the picture, the |abel that's on the contai ner,
rather than what it actually says.

But the fact that there's so nmuch distrust

anong the Chinese consuners of their own products of, you
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know, products fromChina, if -- sonmething can -- they'l
pay nore for sonething just because it says USA on it.
And they feel like they trust it nore. And so that --
that USA brand is to really be put out there and used.

As far as in the foreseeable future, prices
reboundi ng and being able to send powder over there,
nobody had a good answer for that.

MR TRACE: | -- | would say -- that's right.
We're thinking it's going to rebound simlar to the
producer world fourth quarter 2017. But we don't know.
That's just a shot.

But, to your point, Troy, the people in the
know are saying that the powder market still is where you
need to be to align yourself for the future.

And | guess at that point, you know, we have
our small plant here in Fallon. W're building a new
plant in west Kansas that's identical, twce the size,
it's four mllion pounds a day.

Hi | mar just over the -- over the hill here in
California has a plant already up and running simlar to
Fallon. And there's a group of dairy producers that have
got together in California and they're -- actually got
bri cks and nortar now and they're building a plant
simlar.

So, you know, all these plants are in this
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certain -- and they're all in the powder nmarket -- and
when -- when the powder market does recover, we'll stil
just be I'mtold a drop in the bucket. W really won't be
conpeting with each other. You know, there's going to be
that nuch demand for it, so, you know.

COW SSI ON CROMHER: It was nentioned a few
times though about the idea that Australia really junped
in ahead of us, so.

MR, TRACE: Yeah, they did. And they've had
nore experience with that. You know, they've been out --
they' ve been the leader, if you fill, of the forefront.
We're playing catch-up. You know, we've --

CHAI RVAN COOK: Wl |, we have the di sadvant age
of a strong dollar, too. That nakes our prices |ess
conpetitive worldw de in currency terns.

MR, TRACE: And when it cane to exporting,
particularly in the dairy business, we were never good at
it because we al ways just sent our excess and thought they
would like it just because it cane fromus. But, you
know, they have their own wants and needs and desires and
felt -- you know, we had to get better at that.

COW SSI ONER COLLIER:  They had a -- they had
gquite an enphasis on dietary needs for people. In fact,
they had a dietician who gave one of the best explanations

of what -- how you should eat and what you should eat that
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|"ve ever heard.

And she was really, really excellent in her --
you know, all the different food products and the
quantities and the -- and this is I think nore and nore
and nore the industry is |looking at this aspect of it.
And that was -- | caught that from several people there,
so.

CHAI RMAN COCK:  Ckay. Well, thank you for that
report.

Anyt hing el se that --

MR HETTRICK: Item nunber six on the agenda,
M. Chairman, is public coment and di scussion.

CHAI RVAN COOK: Ckay. Now s the chance for
public to conment.

Any comments that have not yet been nade?

Seeing none, | think we're done. So let's
adj ourn.

(Exhibit 1 marked.)

---000- - -
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