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Good aiim@n. My Im. is Edwald Gslladid I @ dE Vic. Pisidenl of

ionooiG and Rrst Mmts.mml at Dairyla C@pdaliv€ lnc md Dairy MdLiina

S*ics. My CMi@lm Vir@ i! anach.d s Exhibit I

Tnuk you for invlting ne lo lestily loday on henafof tlE coop.radves

conducting busine$ in Pmylvmi.. loday. I s latifying @ b.naf of 0!e Gmtd

Nonhedr Milk Mrketing Agmoy cmpdalivs that mt€l hilk ih Pmsvlvdia These

coopmtives @r Dairyl4 Codptalivc lio, Dairy FmeF ofAmeric4 Lmd O kke6,

Mdylmd md virsiniE Milk Podu@ft Coopsadve A$Niatio& lnc nd Upstate_

we sit her€ at &e erd df $e wo$t fiwi.l ctisis our Ednbd sd all dairv

fmqs hdve evq fita€d. Sincc February oltfis yar, nosl U S dairy fmeN have

opdted at siSnincdt limcial loses. R4ddy,lbe efotts ofthe naliont leading d.irv

coopdalivB, ihcluding lhose I u Epft6Enli4 lodayi rbsugh lI€ Coopdtivst

Workilg Tog.&a Progrd or CWT have helped !o ieduc. the ,alion's Eilt supplv ed

spur tbepri.e recovoy Al tlle weline, inproved ec@onic perl@dc. nse in the

US dd {ound the *ord na6 hebcd io asaln gros woddyide ddmd for dairv pbdwls.

As tnis hd oooufted we e seing inpovemmts in nilk pno6. Mylmj4lioft show a

Sross nift p.ic€ of$ l7-plu f@ nilk ptdu.d in lscdla Coutv Pemvlvsn jn

DeoeDher 2009. $is is alh61 $5 pa hundredweigl (wt hore ths plioes Fc'ived at

rhe begimins of lhe sl)ldd. lt would rto be about $l pd.M hi$d nrd 0ie pdce

r4eived in D6@ber2008.

Dspite th€ higher pn@s, ddirt fmds have d long wav ro g! befo!. lhev are

b&k io cvo ft vill &!G u ext.ded pedod ofsfl stuneq 6i& p.icer for ddry

lme6 to pay b&t 6e l6ses ihey incur.d fiis yd.

Reoently,I hadth€ non oflc ifyinsbefoE aUS SdatcAslcultureSub_

Connite h@ing m-chaird by scnalor Casey. Ar alt&hmdt @ntdr. rhal t€slmo.v

I do no! i etul to rad de anachn@r bd submit ii for )tur if,foreation ft d@nb6 .



nMbq of acdvilis ind hav. bea undeaak€n to inprove lhe findcial well bein8 of our

membes dd tunns explains $e r@os lor the nilk pric€ dbtu I dcomge yo! lo

I {di to foons lhe ienaindq ofny tim. today on pblidln8 sme inlomttion

aboul the lrail oi mohey lrcm Elail to faft dd io sugssl em€ oplions lo considq $at

@uld lead to an inpbved tbd econoric flvtoment lor ihe Conmonwslth's dary

F.rnncR€t.il Pri.. sprerd I ornr oD

'Ihe tollowing is prcyide'l a a tueD. oi helping explain whft tbe milt chak

dollrs dc oBm.d. I have ulilized Fedsal Ordd No. I dila 6on den Mailbox Milt

?ri€ 3*id. Re@nlly ticy bqd publishing aveage haulins deductioru &d ovs_ordd

p.oiuD paldols! by Egiori 6 reponed in hddldt pltrcll5, Th. rc3rot tnat I an

tdnA d ny €@ple k Ea6tem Peftsylvoia.

Th€ publishing ofthc Maikel Adhinistslor d.t. allows a lairly &cualo

presdario, of the inlomatioo in Exhibil 2. Tle c{o6s Milk Price llDl I tport is $13 17,

which cdpecs lo lbe USDA, NASS All-Mik lnce ofSl3iq 6i de cntir. stale. My

e5lin.re ofthe value ofAdd ional conponds is jn line wih tn PA bulierfal t sl

ave63e .e?oned by usDA, NAss (3.60%), raoned by Feddal @er No. 1 in lh€r

pri@Mourcma!(3.610/o)udlhcomponatpdcesforAugusl.r TieCWT

lnveshml dd the Coopenrive Du* dd Equny e Dy be$ stin.les of how the

chdss showins up on ooperalive nflber cl*ks inpet llre calcularion' The M A.

sw$ndl is ny elimle, as vcll. flris is th€ fee lhal Don-hdb6 pay lo lhe M,A lot

msl@l inlomalion, onponml t61 audirirg sd bulk lank oalibedon.

, sie n\. cwT inv$tunr is Lro Pd cn
E*rm Pmsylv'ni' .dbibD6 rd cwl mli4 ih. ,v.4. tor lll th. nu h Erdm P@rylv:il, 5 06

Fc{Thhse]o3i.fol|osl|'oughoidus.nd.quny,



lrhibil 2 indi@t$ that, on ave68e, a ero$ toi1k pdce of $13.l7 pr c*4 w6

Soeaied in payndts brct to fms lor $en sl6 ofhilk, The gos pricc wd baed

on Cl46 I, or bdeBge nilt, ihrt bousht aboul i 15.00 ler c{1 ro daily fann€Nr, Cla$ II,

or yo8un, ice cr@ dd cddy prcduciion, anong olh6 prcduls, tnar boughl abour $l I

per cwl to dairy fm4, cl6s IlI, or ched., dEr bougnt abour $12 per cw! dd clas
IV. or burter dd powder, tnar broudl aboui $ l0lo driry rm*. All orth6€ clas
pnces ee my estimalion ofn{k€lins oldei ninibm prics phs oveFordq pMiums.

Likely, a ndsin ofcror ofplus o! ninus $.50 ps cwt dist! for eoh of the Cldse6.

Allhoud not traise valus, this porlrayal sivs y!! a 5.N of t!€ valu6 da'!y lmeN

@eive. Ior insldce, th€ Cl6s II lnce or aboul $12 pd cwt i! EprsflLtive of a

oheese pnoe ofaboul $ L35 io I L.40 pd pound

As cb b. s.d in Exhibil 2, dEre e .bout $1.05 !d cr,1 in nottetilg cosr3

dedu&d non mik cneoks The lars6t G Mlk Htulins, wnioh n @nPetitYely

d€lmined jn the nutei place. Th. smnd lds€sl deduction is Milk Pto@lion whioh

is mandared udd Federal ed state lrws.

IE rdainine Sl2.12 pd cwl on rv.rage, was leli in dairy fdd nilk ch6ok5 to

pay llren busine$ costs ud .epdy lodt.

lxhibit3dd4enyatt nplsbshovhowhuchof thePMMBftinimmretail

pnce is ca!h'.d hy driry fgmm, relail* dd whol.saleE. I $ed Auust 2009 for

conpftison vilh lhe ndlbox pdce flmple md ahd pralid.d d qdple of the talue6

tIEr will be ca?1Ed in D€enbd 2m9.

The prod0cer valu.s of$ L34 add $ I 72 per gallo', Gpalively, @ doua6 dDl

e incb'le'l in 
'lairy 

lamer njlk ohecks, Since Ihese ar. Class I values, th* dollas

sl-os up in r re I ederl O-de blmd pice rd 
'n 

ovn-ods prdirms.

rhos d'ts. 1le 915 ]s ry dtimiioi oflho PMMB cla I rDd non rlt4MB CI.
$ikdaqr:fu.ddieAu$r



lxhibit 5 i 6 , documenr entitled 'DividinB $. Retsi l Dollai'. It w@ ddelop'd in

2006bynystaffatDairyla. It is.porldy"l oflt fm_lo_Eldl tpread in New Yo*'

As can b€ 6een, .rcund 4? perc61 ofth€ r€tail piioe is paid lo dairy rmes vi. th' cl6s

Ipnce (whioh include6 ovs-orddptnium) Thk is. sinildFKdlig' as lhoNn 
'n

Slr.nd.d Prodrc.. Dolltrr

The Pmsylvdia Milk Msldi.S Boo.d regulaljon ad{ales a Clas I ovd_ordo

premiun 0d nnds irs way bek to Pmsvlveia dory rams if$' lbllowits th!@

pdm€lers a@ nel Insl iE nilk is prcdeed on a fe in Pem/vdit seoold the

nilk is sold lo a Cla$ I dealer in Pmvlvani, Third, after m@rine lbe tu* two

mndnioN, the hilh is sold dt Eitil ih ?emsylvania l have @ffrial ddra $al suaAets

that abonl L5 billion podds ofPasvlveia pDducor nilk isived th€ Boddt Clt$ I

o16-otdd Prenim duine 2{jOS However' dDs Pmsvlveia c163 I dealec eld

dos lhan 2 billion Dounds ofclss I nilk to Bl.il6 in lhc Coimonvdrh'

Addidontlly, we know lhat Pefuvlv&ii relail.n buv milt f@ milk deoled that @

lerled in oltrer ll€s Woikins on the prenne ii.l all PA sales d' sold a| Bodd

nininud r€lail pric$ $8.ge6c th.te @ nor€ Bodrd mondaled ovd_ords ptriud

dollss *plucd in de whol6.le ld d.il ohMel, tho a€ p'id 1o doiry famog We

heucvc thse nc.rk ro be a prcoes or caplurins dree'ttrded prcduer dollas ' sd

di*ribuling thd po{at!, brs€d oD producron volunes, to all ledvlvdia d{ry

I do want to ftake no& of lh. nelho,j of distribulinc tle s6ded 9rodcer doll6

we insist (hal th6e doll$ b. shaleil dong all Pemsvlvanit diiry fmels, nol Jst

.* d* *;; ,;*'bd r.rc'...;i,*,i". **,.* -i.*i"iir."r"";,a."-.."* Horrd rih&\,sho
puw-ii J" "*,*i t*to q
;.*M;i.i--i".i"'i*"'Jd;-'+[,MBird$!dmlk t. b $4 dtrfd'Me in p!c' td I
3&nded h $! wiolesh b Ebil chmd dd shodd b. prid ro PA &uv tu'6



tnose ld fam r*iving lhe bm.fils of tne Bood's ove.nrdd pricids ianiadYd.J We

stronely beliwe lhal nilk pnces in exc$s oflhose ocouding i! &e dbsenoe orthc

regltatioll. should be shded equally by aU produ@. Tne stnden phd&d douds, by

dennition, s€ dollm dut exist beoau. ol the Eeulationi od nol a Lrncls,

co@mliv€ s or olhd enlitie sowy in nlrteting rnd !nc. naglti id. We als beuse

thi! sdd ooncet need6 to be applied Io the ourmr dhtibltim olde Boed's Cl.$ I
ovd order p@oiufr dolld lhal it ounently caplus on behalfof dtry famss.

lrnovative Priciq Progrrn

Owr the last fd t@s, lne Cdop@tiv6 hale alldd.d sieniicant Esure6 i!
attdpts to iMovativ.ly utilize the nilk harketing laws io PeNylvsia ed o$dr

Nonne6ten slat€s. The goal of tnc prcj@t is lo n b sadate slrongq Cl.$ I pnos on

all PeNy!@ia proded nilk deliverd 1o Clas I pldrs. This hs the potential lo

gqsale bicner CI6s I plmiuns on nilk d.livered 10 PA C16s I pldl6, but dtulribuled

on rutes oubide of PA, md o. PA produced nilk d.livered 10 our of $a!e cl4 I plats.

Fo! this to occur, Ihe PMMB n*d: b ele the inpotunt slet ofpricing prcduoei nilk
whqepnh4ed. W. b.lide $e Bodd's acdon in lht rcgard will foslq lighq ovd-

order prdiuo, lor Pmsylvania FoduoeN.

Rr.L Mrlag.nenl Edlcrtiotr

lsllt I wmr ro conndd th. P.tu6ylvdia Cenler for Dairy Excelld.., 1bc

Depanmcnl ofAericultm .nd nuh.bus a3li-busi.css, ior embreing njlk price sd
milk ovr fced ntrBin.isk nMgenat p&gms. Milk and feol price volanliiy wil!

ontinue and nay gel wse. It is impqarive tnot PA dairy fa$1d3 lem $o baelils of

using lh€se nsk mmgcment tmls ro Fot€cr then inones lion dislrons delines like

tlosc thal happded thi6 y€d. I opeote tiedilk price foNard co moting pDgid! ror

Dairylea md DFA Ou foryard @'trools paid membes aing thd, sigifienlly moE

gdhrtsPMMBovo-d.rprcniuhdollm t1l[ rnowb ro:b@t la p.rc.d ofPtuylvrDrt



Fvenle llrs lhe ndkl gonerat€d In sone cs6, our nd66 r*ivcd Cl66 III mil}

priFs in exo6s of$l6pdc}'1 lor the nlt. }€a.. At tines, iris ws nore lhd $6 pr
owl above rhe bekel price. Th4c prc3td6 *dt io pot@t fmd ag.insl sdere

incohe ddlins. Your €uppo't md dcouBgeneni ofeftft io teh dairv r@d
oddlrnd lhe bmeib ofNins drese tools will haYe lremendoN benelils ro vour datrv

fmd @nslitudil in y€ds !o c@e

Ttolt ,ou for allowins me lo lestilv before vou todlv md I l@h rotrad to }{ur

quslions od a codinued dislocue with yon on rhcse sublels



Exhibtt I

Curriculum Vitae

Edwardw, c hgler
Vlce Pr$idert, Economics !d ftst Mrn.gem€rt

Drlryle! Cooperldve ltrc.
5001 B ttoofi€td Parkway

Syrrcuse, NY 13221
315-433.0100 (tele.)
315-433-2345 (frx)

Professlonal Exp€ri€Dcei DEiryls Co@4ative Ino., 1996-pEsent
. Dai.ylea is a nilk ndlreting md ndbd sewices coop@tive looated in

S}n@sq NY. 11 is the 5'" ldgest LrS d.ny coop.rali!.i viePididdt, dedtq oa saior ndagmml t@, 1999 pEsor. Mmase Dairylea\ Rhk Mm.smdt Sedicq burine*, t 998,p@t
. D.veloped the indusrryt n6t i@vativ. nilk pri@ toryad

cohrreting pog@s
! Deyeloping nulli.yed mil* prioe oonl@E adjust d for chmg6 10

hpur pncas
I A$ir in rhe mmSdcnr of DFA's dst nmgflql busire$, 2006

pft.enr

' Ddirylea is a nmbd coA{ative of DFA. Disio!, Rsgulatoiy dd Coretuml Alfain, 1996 - t 999r Dairy Mtrketine swiq, vioe Presiddr 1999-pr.sd!
. Dairy MeketinC Seryioes is a nilk n&kdingj.inr vatu€ bcn'eo Dairyl.',

DFAt Nonhslcm Area Couoil ud Sl. Albds Coopmtiv€.
' F€de.rl O.der No. 2 Mdket AdninieBror's Oiice, 1933- 1996

. Chiaf ofMdkd -Analysis, R€ssch dd lnfomiio., t 99t,1996

. Ac.icullur.l E onmid,198?-t991
I Coopdalik Reldions Special*, 193+1937
. R€semhd,1983-1984! Works,/M.Jrgd Gdllacher Fabily Daty Fd, Sdg€field, NY, duoush t934r C@D@tive lxrensioD SMnd Inlen, 1983

Mtlk Hering Dpett l{irnss Expertence. Nm.bus Ptusylvmia Milk Ma*erinA Board Hea.ines| 4 Fedenl ordd Heainss

' 2 Consresi@l Hearings. Pcmsylvmia Joi llouse/sdate Mit* Mekeling Board Hsdng



' Numso$ Federal Oder Relom PDblio Me.lines
! Nunsous Nonned Dairy Codpaci lldngs
r New J.ey Slat Dairykici4Hednsi.

Orgrnlzatlor Menbershlp!
! Nrriond Milk Produss t€dqation

' Mdbd. Fededl Ordd Tak !oi&
. M@ber, Plice Insd€ Trsk Fore
. Anemat€ Delegatc

i Norfi4l Dairy Fmd Coopctelives, Board Menb.r
. NDIC is a spvemenlol afiaiB advoctcv sbuD6 tEde up of Dairylea' DFA. st

Albms, A8li'Mark dd Upshre Nitgan Coopdtive
. Grears Nodncd Milk Mdketiry Age.cy

. CNEMMA i5r iadcv,n lomonmon8rh.T ldgFdnorhdmUS 
'tr' )

coopesrvab\o;krosede d l.de'r'dd dde aark{n8 ord'r md n lk
pncingissues

r Menb€!, Ec..omi6 Consi$@

' vcmb.r, Go!es.nr Afis'a'oMi' e
r Mdbq, 21" cmrury Dairy club

. 2t!1 Cm is.privale goup mado up of 30 doiry fms sd 25 aed-busin€s!
that neets b disoGs lhe advrendt of ih€ dairv indusbv

r raSk/Dairy Direl, Boed Mdbd
.- P DIi r DdDld. 

'npulDutnsbuqne$ 
rhar6!i!6ddrJ rms in buu{_

utine o K;v.ar*ornrd p'ires on nos ibpJs u'ed on dd'v f'ms

' Mnb.( New York Sble Mill Markerin8 Advisory co'nci
. Conell Utivdity s Natioral Ddry B@nonisl Goup
. New Yo.k ab( uhuml So(lei]
I Vemoq. Smro' KirrsG l'br.ndkAgrcLlrLEI AdvMD C{up
. Iofter Mdbe!, Fomei Smalor Hillal Clinlon's A3ricuid'l Advisoiv Grnp

. Thc Otio Srare Univmity. Ms d.s!e, Aglcullual Econodic., 1939

. Otio Ex@ion Reserch Bdletin: CGI ol Hqulitu Milk fion I,m lo Plmb i'
d!-G!!4e!otid!93

. Re.ffhprp4 *l(led to prcffirdion ar lhe @uJ meerinS or'he Anarco
aocultuial konor 'cc {-oc,dion lcao, Vd(ou\e-. Bc

.omcll 
_Un'veBi'r, 

BS dsc' e F"m Vdosenmt md Asr(lltun I E( onomr' la3'j

. Alpha zeh ftahny

. Coopqadve Exlc$ion Feuow



Exhibit 2

Eastern Pennsylvanla Milk Price and
Mark€ting Deduclion Iniormation

August 2009

cat€oorv

Blend Pnco @ 3.5"/" buft€rfal
Value of Additional Components"'
OveFOder Pr€miums'
cross l,lilk P ce"

Mllk Hauling'

Cooperative Dues and Equity"'

Tolal lvarketing Deductions

$@!

$ 12.19

$ o.1o
$ 0.88

$ 13.17

$ (0.76)
$ (0.15)

$ {0.06)
$ {0.06)
$ {0.02)

$ (1.05)

$ 12.12

" Publish€d by Fedsral Order No. I llarket
Administrator's Offi ce.

'. USOA, NASS reportsd a slatewid€ all'milkpnce
of$13.30.
"' Eslimat€d by Edwad Gallagh€r.



Exhibit 3

Pgnnsylvania Minlmum Milk Prices, PirMB Area 4
(lncluding Lancaster County), August 2009

$&w!1 $/oallon" % oi Retrail

P[,]I\,|B l,{inimum Retail

Pl\,11\,48 Over-Order Premium
P[,llVB Over-P ce Premium
Fsderal O|der Class I Oifferenlial
Federal Order Class I lrrover

s 2.53 $
$ 0.46 $
$ 2.90 $
$ 10.04 $

s 15.93 $ 1.34

$ 1.78

' Milk testjng 3.5Y0 butlerfat.
" Homogsnized whol€ milk lesting under4.0% butlarfat.

3.12

o.21
0.04
0.25
0.84

43%

57%



Exhibit 4

Pennsylvania Minimum Milk Pricgs, PMMB Ar€a 4

(lncluding Lancaster County), December 2009

PMMB Minimum Relail

PNILIB Overorder Premium
PNII,IB OveFPrice Premium
Federal Oder Class I Differenliar
FederalOrd€r Class I lvlover

'lllilk testing 3.5% bulietfat.
" Homog€niz€d whole milktesling

S&nl S/oallon'. % of Relail

$ 3.53

$ 3.06
$ 0.46
$ 2.90
I 13.99

$ 20.41

$ 0.26
$ 0.04
$ 0.25
$ 1.17

s 1.72

$ 1.81

49'/o

51%

under 4.0% butterfal.



Exh;jil 5
DrvrorNc rHE R.ETAIL Do""**.,''

F udmik, ike mahycommodrties relurns
a lower price tolhefameron a perunlt basisthan
whallhe consumerpays atlheslore

To ds.over lhe compnenels of lhe relall
pr ce for mik ohe mustidenlifya lthe cosls asso_

ciared wth prodrcing lransportng, processing.
packaqng,handing,andmarketingmilk lnaddi_
liontoactlalcosls proltmargrnsmustbelake.

Froni lhe reta I pr ce oi iluid m lk, the acl!al
cosl of (he mlk husi be cons dered (Federalor
der Class price prusoverorderchatges). Add_
iiona y th€ processing pa.t costs musl also be
consld6red AfleraccounlinglortheClass pnce

and the pocessing cosls, what is ett is a margin
lhal is paid to lhe wholesaler ard/or f6taier de-
pending on the store's supplychain.

more irom ihe relai lluid pri6 Theva.alDnLsdue
tothe inlluence of non-nuidd€rrv prodlclprceson
ih6producerblend pnce. rh€ blend pnce s a com_

binalion ofa dairyproducts prodlcedeach mo.ln
notiusllheiluid pice. Since ihe price ofnonj!id
daliproduclsaretypicallylowerth6nlhellu d pice

lhe producerblend pncsis.alltally lowerthan the

class prce. Th6 rolallonship belween lhe pr ces

s depicled in ih€ graph b€lowl

For 2006yearlo date,th€ aclua coslof the
flurd m k accounted for 47% oi the u timate price
paid bythe consumef Processrng, packag ngand
d€ ivery costs lo rhe sbre nade up l9% of$e.e-
taiprce eaving 34%forwholosa eand relar frar
gins The wholesale and relailnargin has been
€lative y cofsislent in receni years wlh 33% ol
the consume. price going lo th€ reta land whol6-
sale p cemarg nin bolh 2004 and 2005. Ihis rs

argely a heasure oi New York s p ce lhreshold

In New York the Consumer rela I price has
h stoacally been closelyrelat€dioih€ class lpn@
(pnc€ paid lor lhe mikbylhe flu dpoessor). sucn
rhar the cass and relailprce nc.€.s6 and de-
crease s mu taneously, A thoLrgh lheClass I price

is h ghy relaled to th€ reta price lhe prodlcer
blend prce (price received bylhelbrme4deviates

-

t!,

/*,\,9,,r"/",irr*{p.F,trl+'1"'f""re
oairylea r6@gnlzes thal a srzabE marg n

eislsbehreen lhe cosl to podlce and process me

milk, and lhe finalpice thatthe consumer pavs

Among the varous picing .ltialives Oairvlea s

also workins to bell€runderslsnd and incfeas€ ns

portion oithe relall dollai ayworkingwlh other
cooperatives, Danyea hope6lo establish p cing

stand6rds thatwillincrease theporcenl oflhe rela I

do lar lhat ls relurned lo the produc€rand uhimale v
ncrea5erhe produc€r PaY P. ce

Dairylea



wd o comcnrs submitred byl

Edward W. Callagha

Vice President Ecolomics and Risk Manasernent

Dairylea cooperative Inc

Befoc lhei

Unired Stares SeDale

Committ€e or Ag culture, Nutrifion and Forestry

octobet zi, 2009

Washington, DC
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.ihmL6 "d'd*aLdd'nt'a

tho situttim it far *osc due lo the i'ffild dnsd fot 6n'b4€i dhDdl and
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tl

B

sh in sybld prie€, Con md $ytcd neal @ !r. two
,lcd connodiricq on dai.y tms.

USDA's National Corn Prlce
Jan 'O2 - S6p 'O9

I
a

USDA'3 National Soyb€an
Jan '02 - Sep ,09 :,:.:- I$14

$10
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