U.S. Registered Holsteins
FOR MAXIMUM PROFIT

& Y

HOLSTEIN ASSOCIATION USA, INC.

Dairy Price Stabilization Program



Holstein Association USA, Inc.

Headquartered in
Brattleboro,
Vermont

Comprised of more
than 30,000
members from
across the USA.

137 employees



Board of Directors and Officers

President Larry A. Tande, Medford, Minnesota
Vice President Chuck Worden, Cassville, New York
Directors

James R. Burdette, Mercersburg, Pennsylvania

Gordie Cook, Hadley, Massachusetts

Leroy C. Eggink, Sibley, lowa

Ron Fuhrmann, Hoagland, Indiana

Kate Geppert, Columbia, Missouri

John C. Kalmey, Shelbyville, Kentucky

Jonathan Lamb, Oakfield, New York

Robert Nigh, Viroqua, Wisconsin

William H. Peck, Schuylerville, New York

Boyd E. Schaufelberger, Greenville, lllinois

Hank van Exel, Lodi, California

Bill Wright, Holden, Utah
Chief Executive Officer/Executive Secretary I John M.
Meyer
Chief Financial Officer/Treasurer | Barbara Casnha



Governing Body

The Holstein Association is governed by dairy farmers
for dairy farmers.

The Hol stein Associationo0os mert
delegates annually to represent their interests.

At the Holstein Association Annual Meeting, delegates
vote on Resolutions and amendments to the Bylaws.
They also elect the Board of Directors.

The Holstein Association Board of Directors sets

policies relating to the Bylaws and governance of the
Association.
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Dairy\Pifce Stabilzatibn rogramrogram

It iIs NOT:

A government supply management program
Very unlike Canadian or European guota programs
A significant barrier to growth

{ Changes incentive for farmers to grow strategically

It IS:

An American concept:

| Creates financial incentives to pay attention to the
amount of milk produced

{Eliminates some of the buffer between consumer -
level market signals and producer -level reactions

1l Costs nothing for taxpayers
{Does not raise any issues with WTO obligations



Howvit worksvnor ks é

Two numbers are announced gquarterly:

1. A produceros nall owabl e
1Growt h based on | ast year 0s
yearos (2008 vs. 2009)
2. The national nMar ket Acc
1 Deduction from milk check for producers who want
to expand beyond nall owabl e

1 Applied to NEW milk only



BaothH nCentives ¢d3isindetivesentives

Two Choices:

1. Stay within your curren
milk marketings o0 (you can sti

2. Expand beyond your current
Nnal |l owab | enarketingsk o

#1 makes money via dividends.

#2 costs money, earning you a new
Nbaseo after 12 mont hs

€ but you receive no di



Results -

Dairies that wish to expand:

Pay the market access fee
{1 Determined by the Advisory Board each quarter

Fee waived for the first g
mi |l k marketingso (AAMMa) al
producer 6s Agrowingo quart

Producers would pay the fee for the 4 quarters
foll owing their Agrowing q



Results -

Dairies not in expansion:

Would receive a proportional amount of the
collected fees (on a produced milk basis)
fThis 1 s essentially a nbonus

fl f they are above nall owabl e
but under for year, any MAF paid will be refunded



Reading afketiSignaisinals

Our industry is already very regulated

Current regulations  insulate  producers from
market signals

New producers may contri bu
but receive same price as established farmers

In other Industries:

Businesses operate at a lower cost or produce
better value products to gain market access

Once market share is established, that business
needs to stay even to keep customers, and
lower prices or create value for new customers



Produktuent "Basaes” B 'aAsvMés o

Assigned to the producer

Producers owning multiple operations can
combine bases

Multiple producers at multiple facilities could
combine bases for a new location

Bases can be transferred

Wil give some equity to farms

If a dairy goes out of business, the base
associated with the producer would evaporate

Bases established via 3 -year average of
calendar years: 2007, 2008, & 2009

Lots of ways to do thisé one id



Thee"MarMatrAkets FA€ 'Cc e s

AMAFO set by DPSP Advisory Board

N

Advisory Board would meet quarterly to consider the
economic conditions of the dairy industry and announce the
Amar ket access feeo

Consider domestic needs, government purchase
responsibilities, and exports and other opportunities
MAFO iIis |l ocked in during expansi
Those expanding enough to trigge
would lock in that fee for the 4 quarters they are paying
MAF
{ Exception: If the Market Access fee drops (meaning we
need more milk), a producer already using the Market
Access Fee would pay the lower amount

Handl ers would deduct n MAFO

MAF would be deducted at the handler level, and sent to
the local FSA office



Farm Service Agency

Would administer the program, much like MILC
Dairy Facilities

Would operate ona 12 -month rolling base

| For example: A producer 6s annual mi |
evaluated from April 1 to March 31, against the previous
year. Then, the next evaluation would be July 1 to June
30, against the previous year.

New dairies would establish their base during the first
12 months of operation

Program would require 100%
participation of producers

Requires Congressional authorization
DPSP may result in taxpayer savings

Will not exceed 2 cents per hundredweight from all
dairymen would cover administrative costs



