Testimony of Jeff Smith

Good afternoon. My nameis Jeff Smith and | liveat 6359 Highway 98 East, Comer, GA 30629,
which islocated about 90 miles northeast of Atlanta.

1 began dairyingwhen | was 21 yearsold, between my junior and senior year at the University of
Georgiawhere | obtained adegree in agricultureeducation. I've been dairyingfor 16 years, and
have been in partnership with my brother for thelast 10 years. We milk around 950 head threetimes
aday, with atotd herd size, including replacement heifers, steersand bullsof 2,700.

| would liketo take thisopportunity to thank USDA for granting thishearing to addressthe
proposalsthat have been presented. | would aso like to thank the Dairy Farmersof Americaand
Southern Marketing Agency staffsfor their hard work in putting together the information that was
necessary to try and find a solution to the problems we are experiencingin Federa Orders5 and 7.

| am amember-owner of Dairy Farmersof America, and serveas adirector on the Southeast Area
Council. Our farm islocated within the Southeast Area Council geographic boundaries which spans
portionsof Federal Order 5 and 7. Our board of directorshas reviewed the proposals made by our
cooperative, along with several other southeasterncooperatives, and support their intent.

| amnot an expert on Federal Orders, but understand enough about transportation creditsand the
cost of hauling local and supplemental milk. My brother Stephen and | have operated atrucking
company for thelast 5 years and have hauled milk and feed throughout the Southeast. Each year the
cost of hauling hasincreased. Higher labor, insurance, tires, and equipment have al so increased.
Thispast year we saw fuel prices reach over $3.00 per gallon and no meansof relief within the
Order system. The burden was again placed on the backsof cooperativedairy farmers.

One of thefiguresused in the fud adjusteris 5.5 milesper gallon. When | compared the past five
years of operationin the truck businessusing different sizetrucksto haul milk, the average fuel
mileagefor our company was 5.1 miles per gallon. So | believethe 5.5 milesper galonisa
conservativenumber.

Dairy farmers in the Southeast understand pooling. They realizethat sharingin the Class| market is
what makesow paychecks. In the pool everyone sharesin the returns, but not everyone sharesin the
cost of supplying the market. Thiscost falls back on cooperative memberswhichincludesme. The
proposal that deals with milk from outside the market will helpintwo ways. The current programis
definitely needed in the Southeast, but is outdated. |t needsto be updated with adjustmentsfor
today's and future needs, along with afuel adjuster which will alow usto better cover the cost of
supplemental milk,

The proposd that deal s with trangportation creditsfor local milk is also very important. 1t would
alow usto receive the cost in afair manner while supplying the market. Thefuel adjuster in these
proposalswill also move up and down with fuel prices. We would be ableto recover thiscost
through the Order system.

In addition to working together to be more efficient, we need the Federa Order's help to recover
some of the costsrelated to supplying the market. | understand that Order pricescan move more
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frequently in the same manner that fuel prices can move very quickly. The over order pricestake
longer, and cannot assure equity among al handler as the Federal Order does,

To insure the survival of the southeastern dairy farmer, we need an answer that will cover as much
of the problem as possibleand as soon as possible. We decided that the best way to do thisisto
recover the cost through Class| returnswhich would be passed on to the consumer. We asdairy
farmers incur the additional cost of producing milk through fuel surcharges on feed deliveries, on
farm diesdl fud, dectricity and higher pricesfor products and equipment due to higher energy ouput
costs. Intoday's market, dairymen are responsibleand expected to pay theincreased cost of
producingagallon of milk and the extracost of bringing in supplementa milk, deliveryingloca
milk beyond the closest plant and the unpredictability of fuel prices.

We believethefirst meansof recovery should beto passthe Class| pricethroughto the consumer.
Weareflexiblein finding asolution and any help is better than no help at al. If necessary, but only
of necessary, someof the cost could be recovered through the blend. Thiswould at least passthe
cost to dl dairy farmers equaly, It istimeto take some of the pressure associated with supplying the
market off dairymen.

| thank you again for your time and your awarenessof the problemsthat we are experiencingin
Orders5 and 7. Thanksfor listeningto my concernsand | will try to answer any questionsthat |
can.




