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= Background
— Staggering losses incurred by dairy farmersin the past 18 months
— Countless round table meetings on changing federal dairy policy

— Price discovery & market trangparency eadly rise to the top

- #1 issue dairy producers want to see addressed
- Universal agreement: Reduce influence of thinly-traded CME
- Current reporting does not reflect broad supply / demand factors

e Cornergone of afunctioning market for all participants
- Accuracy & Timeliness
- Knowledge is power

» Cornergone of U.S. dairy industry competitiveness at home and abroad
« 2007 Farm Bill already provides authority for firs steps
» Changesin policy for 2012 Farm Bill are also needed
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2007 Farm Bill — use available tools DPAC@@E

Coalition

= Fund Section 1510 of Dairy Title — Mandatory Reporting
— Egablish electronic reporting sysem
— Increase frequency of reporting (daily vs. weekly)
— Take gepsto increase accuracy of price inventory reporting
— Increase frequency of audits (quarterly nual)

= Key elements of Section 1509 (Congresfnted evaluation)
— Ensure competitiveness and trangparenc dairy pricing
— Ensure competitiveness of dairy product g domestic & world markets
— Smplify Federa milk marketing order

= June 3 - 4, 2010 Presentation to ' Dairy Industry Advisory Committee




2012 Farm Bill DPAC

= Expand electronic reporting to include more dairy products

— Daily negotiated trades should reflect broad supply / demand factors

« EXAMPLE- 2009 USDA dairy products summary shows.
- Italian Cheese 41.4% of total production
- American Style (cheddar / colby) 41.6% of total production
- But current NA SSreporting and end-product pricing uses cheddar

— Current reporting is inadequate:

« NASSrequiresonly reporting of pricesfor ‘ oot market’ sales of
four commodities

o “ ..thisrepresentslessthan 20% of butter production and less than
40% of cheese production...and prices are pegged to the CME, which
may not consgently reflect broad supply and demand conditions.”

-- Dairy Policy Analyss Alliance (Univ of Wit & FAPRI), Dairy Policy #8c, page 2

— Expanded reporting paves the way for amplifying federal pricing policy
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2012 Farm Bill - continued DPACEL.T

= Remove Dairy Price Support Program
— Provide grants and low interest recourse loan programs
e Encourage innovation
« Make products the marketplace wants

= Smplify 4 milk classesto 2
— Huid & Manufacturing and/ or a separate Global market class
o Alignment issues — new beverages and new products

— Goadl #1: Increase competitiveness
 Move milk to highest value use
* Encourage competitive market-based manufacturing decisons

— Goal #2: Improve market trangparency
« Smplify and strengthen utilization reporting — source / use
 Encourage fairness and a flow of milk between Orders

June 3 - 4, 2010 n to the Dairy Industry Advisory Committee

.H-"'"'-_—
= |




Dairy
Poli_cy
Summary DPACéﬁiﬁﬂon

= Current U.S. dairy policy:
— Istoo complex
— Lacks good price discovery
— Lackstransparency
— Discourages product innovation for the market

— Encourages“ gaming’ of the system
= Policy makers need to fund Section 1510 of 2007 Farm BIll.
" Use “ review tools’ in section 1509 to examine how Orders function

" U 2012 Farm BIll to:

— expand price discovery
— improve transparency
— gamplify complexity of federal dairy policy
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For more Information Adien

= The Dairy Policy Action Coalition (DPAC)
— 890 N. Reading Rd., Ephrata, PA 17522
— www.dpac.net

= Rob Barley, DPAC vice-chair & chair of milk pricing action group
— Rob isapartner in Sar Rock Farms with his brother and cousn.
* Phone: 717-872-4058
* Email: robsrf@yahoo.com

= Dennis C Wolff, DPA C government relations consultant
— Dennisisa partner in Versant Strategies, Harrisburg, PA
* Phone: 717-635-2320
« Email: dwolff@versantstrategies.net
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