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The Canadian Cattlemen’s Association (“CCA”) by its undersigned counsel, hereby
moves for leave of court to file the brief amicus curiae filed herewith, opposing the Plaintiff,
Ranchers Cattlemen Action Legal Fund United Stockgrowers of America (“R-CALF”)
application for a preliminary injunction in the above captioned proceeding and states:

1. The CCA is a national organization representing the interests of Canada’s more
than 90,000 beef producers. The CCA has been involved in efforts to normalize beef and cattle
trade between the United States and Canada and in the development of uniform scientific
standards that appropriately address the manageable risks posed by Bovine Spongiform
Encephalopathy (“BSE”).

2. The CCA has both a significant economic interest in the outcome of this
proceeding, and an equal and related interest in how the United States structures and implements
its BSE regulations. As the U.S. and Canadian beef and cattle markets are viewed
internationally as largely integrated, the policy decisions and standards established in either
country have an impact on the industries of both in their ability to trade internationally.

3. The CCA has submitted comments at all stages of the rulemaking process that
culminated in the publication by the United States Department of Agriculture’s Animal and Plant
Health Inspection Service (“USDA/APHIS”) of the final rule and notice entitled “Bovine
Spongiform Encephalopathy; Minimal-Risk Regions and Importation of Commodities,” 70 Fed.
Reg. 460 (January 4, 2005) (“Final Rule”).

4. The CCA is in a unique position to provide this Court with accurate and current
information regarding the volume of cattle and beef that would be available or likely to enter the
U.S. market upon implementation of the Final Rule. Such information should be useful to the

Court in evaluating the Plaintiff’s claim that it will be substantially and irreversibly harmed by “a

001217.00000/35665272v1



flood of cheap cattle and meat from Canada.” See R-CALF’s Memorandum of Points and
Authorities in Support of Plaintiff’s Application for Preliminary Injunction (“R-CALF Memo”)
at 36.

5. R-CALF and its expert, John J. VanSickle, Ph.D., have also premised claims of
economic harm on speculations concerning domestic consumer and foreign market reactions to
the discovery of limited cases of BSE in Canada and the U.S. See R-CALF Memo at 37-38;
Declaration of John J. VanSickle at 11, 12, 15-18. The CCA can offer this Court specific
contrary factual information regarding both consumer and foreign market reactions to BSE in
North America.

6. Counsel for the CCA sought consent to file a brief amicus curiae from R-CALF
and USDA/APHIS. USDA/APHIS does not object to CCA’s motion; R-CALF would take no
position on CCA’s motion until it could review the filings.

Based on the foregoing, the CCA respectfully requests that its motion for leave to file a
brief amicus curiae in this matter be granted and that the Court accept for filing the appended
proposed brief amicus curiae in opposition to R-CALF’s application for preliminary injunction.

DATED this _ day of February, 2005.

Respectfully submitted,

Gerald Murphy
Moulton, Bellingham, Longo & Mather,
P.C.
1900 Sheraton Plaza
Billings, MT 59103
(4006) 248-7731
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Edward J. Farrell*

Roberta Kienast Daghir*
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Washington, DC 20037

(202) 772-5837

Counsel for the Canadian Cattlemen’s
Association

*Motions for admission pro hac vice are being submitted.
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[. INTRODUCTION AND INTEREST OF AMICUS

The Canadian Cattlemen’s Association (“CCA”) is a national organization representing
the interests of Canada’s more than 90,000 beef producers. The CCA has been actively
involved in the development and implementation of measures in Canada to ensure the health of
Canadian cattle and the high quality and safety of beef products derived from Canadian cattle.
The CCA has submitted comments at all stages of the development of the Final Rule issued by
the United States Department of Agriculture/Animal and Plant Health and Safety Administration
(“USDA/APHIS”) on January 4, 2005 concerning the establishment of Bovine Spongiform
Encephalopathy (“BSE”) “minimal risk regions” and the designation of Canada as such a region
(“Final Rule”).! While the CCA is an advocate for the normalization of cattle and beef trade
between the United States and Canada, it is also an advocate for the implementation of sound
and science-based policies to ensure the health of consumers and to encourage uniform standards
of international trade that appropriately address the manageable risks presented by BSE.

The CCA submits this amicus curiae brief in order to provide information to the Court
that it is uniquely positioned to supply and that will not otherwise be presented to this Court. In
particular, the CCA’s amicus brief responds to certain economic arguments raised by the
Plaintiff, the Ranchers Cattlemen Action Legal Fund United Stockgrowers of America (“R-
CALF”). The CCA clearly brings a different perspective to these economic issues, particularly
as they relate to the volume and flow of cattle projected to enter the United States from Canada

and the Canadian industry’s experience with BSE, than either the USDA/APHIS or R-CALF.

! “Bovine Spongiform Encephalopathy: Minimal Risk Regions and Importation of Commodities,” 70 Fed.

Reg. 460 (Jan. 5, 2005).



II. R-CALF CANNOT MEET THE STANDARD REQUIRED FOR ISSUANCE OF A
PRELIMINARY INJUNCTION

The Ninth Circuit has recognized a “traditional standard” and an “alternative standard”
for determining whether a preliminary injunction should be issued and the “irreparable harm”
element is treated differently under these two standards. The Court concisely explained the
standards in International Jensen, Inc. v. Metrosound U.S.A., Inc., 4 F.3d 819, 822 (9th Cir.
1993):

Traditionally, a court may issue a preliminary injunction if it determines: (1) the
moving party will suffer irreparable injury if the relief is denied; (2) the moving
party will probably prevail on the merits; (3) the balance of potential harm favors
the moving party; and, depending on the nature of the case, (4) the public interest
favors granting relief. Cassim v. Bowen, 824 F.2d 791, 795 (9" Cir. 1987). This
court has also adopted an "alternative standard" under which the moving party
may meet its burden by demonstrating either: (1) a combination of probable
success on the merits and the possibility of irreparable injury if relief is not
granted; or (2) the existence of serious questions going to the merits and that the
balance of hardships tips sharply in its favor. /d. The alternative standards "are not
separate tests but the outer reaches of a single continuum." Regents of Univ. of
Cal., 747 F.2d at 515. Essentially, the trial court must balance the equities in the
exercise of its discretion. /d.

Thus, under the “traditional standard” a plaintiff must show that he “will suffer irreparable injury
if the relief is denied.” Under the “alternative standard”, the plaintiff may succeed by showing a
possibility of irreparable harm only if he can demonstrate probable success on the merits or by
showing that the balance of hardships tips sharply in its favor. However, even the “possibility” of
irreparable harm requires a showing that is more than speculative. Thus, in Caribbean Marine
Services Company, Inc., et al, 844 F.2d 668, 674 (9™ Cir. 1987), the Court held that:
At a minimum, a plaintiff seeking preliminary injunctive relief must demonstrate that it
will be exposed to irreparable harm. Speculative injury does not constitute irreparable
injury sufficient to warrant granting a preliminary injunction. A plaintiff must do more
than merely allege imminent harm sufficient to establish standing; a plaintiff must

demonstrate immediate threatened injury as a prerequisite to preliminary injunctive relief.

Id. (internal citations omitted). R-CALF does not meet this standard.
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Moreover, to the extent that R-CALF is claiming economic harm, it is well established
that mere financial injury is insufficient to satisfy the irreparable injury prerequisite to a
preliminary injunction. Sampson v. Murray, 415 U.S. 61, 90 (1974); Goldie’s Bookstore, Inc. v.
Superior Court of State of California, 739 F.2d 466, 471-472 (9™ Cir. 1984); Los Angeles
Memorial Coliseum Commission v. National Football League, 634 F.2d 1197, 1202 (9th Cir.
1980).

Likewise R-CALF’s speculative claims of non-economic irreparable harm also fall well
short of demonstrating probable success on the merits, as even the cases cited by R-CALF
acknowledge that a court must be deferential to “the agency’s expertise in situations, like that
here, where ‘resolution of this dispute involves primarily issues of fact.’...Deference is
particularly important ‘when the agency is ‘making predictions, within its areas of special
expertise, at the frontiers of science’”. Arizona Cattle Growers’ Association v. United States
Fish and Wildlife, Bureau of Land Management, 273 F.3d 1229, 1236 (9™ Cir. 2001) (internal
citations omitted); See also, Harlan Land Co. v. United States Dept. of Agriculture, 186 F.Supp.
2d 1076, 1084 (E.D.Ca. 2001) (“Deference to an agency’s technical expertise and experience is
particularly warranted with respect to questions involving... scientific matters.”) (internal
citations omitted). USDA/APHIS conducted a lengthy and thorough review of all comments and
published a well-reasoned Final Rule addressing those comments in great and sound detail. That
R-CALF disagrees with USDA/APHIS’ experts or policymaking decisions, does not entitle it to
prevail on its motion for a preliminary injunction, nor does it support its position on the merits.

In Cellular Phone Taskforce v. Federal Communications Commission, 205 F.3d 82 (2™
Cir. 2000), the Second Circuit upheld the FCC’s adoption of guidelines concerning non-thermal

effects of radiation and certain maximum permitted exposure levels. The petitioners in that case



claimed that the FCC was arbitrary and capricious in enacting the guidelines at issue by failing to
adequately consider the evidence of harmful effects from non-thermal levels of radiation,
ignoring expert recommendations that would restrict the regulatory regime and failing to account
for the cumulative effects of radiation in creating categorical exemptions for certain facilities
from routine environmental assessment. /d. at 89. In discussing the standard for finding an
agency’s action to be arbitrary and capricious, the Court stated:
“The reviewing court must take into account contradictory evidence in the record, but the
possibility of drawing two inconsistent conclusions from the evidence does not prevent
an administrative agency’s finding from being supported by substantial evidence.”
American Textile Mfr. Inst., Inc. v. Donovan, 452 U.S. 490 (1981)... When an agency
makes a decision in the face of disputed technical facts, “[a] court must be reluctant to
reverse results supported by ...a weight of considered and carefully articulated expert
opinion.”...The agency’s action should only be set aside where it “relied on factors which
Congress has not untended it to consider, entirely failed to consider an important aspect
of the problem, offered an explanation for its decision that runs counter to the evidence
before the agency, or is so implausible that it could not be ascribed to a difference in view
or the products of expertise.”
Id. (some internal citations and quotation marks omitted). With respect to the specific arguments
presented in that case, the parties did not dispute that RF radiation at excessive levels has thermal
effects, which were addressed in the FCC guidelines. The parties disagreed, however, as to the
FCC'’s failure to account for non-thermal effects in the guidelines. The court reviewed the
competing expert views of the non-thermal effects, one relied on by the government that found
that no reliable scientific data existed to indicate that non-thermal exposure may be related to

human health, and another expert view that found that the existence of non-thermal effects was

clouded by a “host of conflicting reports and opinions.” Id. at 90. Similar to the Ninth Circuit in



Arizona Cattle Growers, the court held that “[i]n the face of conflicting evidence at the frontiers
of science, courts’ deference to expert determinations should be at its greatest.” /d.”

The court held that the petitioners’ argument that “the FCC should create greater safety
margins in its guidelines to account for uncertain data is a policy question, not a legal one.” /d.
at 91. The court stated:

As a policy matter, an agency confronted with scientific uncertainty has some leeway to
resolve that uncertainty by means of more regulation or less.

Id. Here, USDA/APHIS has thoroughly considered all of the comments and developed a
rational policy premised on extensive support. That R-CALF and others may disagree, or even
present conflicting data, is not sufficient to show a likelihood or a probability of prevailing on
the merits.

Finally, R-CALF cannot show that any of its speculative injuries tip the balance of
hardships sharply in its favor. While R-CALF places before this Court wholly speculative
injuries based on concerns that have already been addressed by USDA/APHIS, other U.S.
entities, such as the beef packing industry, have suffered and continue to suffer real and
calculable injury each and every day that the Canadian border remains closed.

I1I. R-CALF’S CLAIMS OF ECONOMIC INJURY ARE NOT SUPPORTED BY THE
FACTS

The CCA defers to the briefs of the USDA/APHIS and the Government of Canada to
address the food safety and animal health issues raised by R-CALF. The CCA is submitting

these comments primarily to rebut R-CALF’s economic arguments.

2 See also, Harlan Land Co. v. United States Dept. of Agriculture, 186 F.Supp.2d at 1084 (“When specialists

express conflicting views, an agency must have discretion to rely on the measurable opinions of its own qualified
experts even if, as an original matter, a court might find contrary views more persuasive.”) (internal citations
omitted).
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The CCA requested agricultural economist Daniel A. Sumner, Ph.D. to review the
declaration by John J. VanSickle, Ph.D., submitted in support of R-CALF’s motion for a
preliminary injunction filed in this matter. Dr. Sumner’s Declaration is appended hereto as
Attachment 1. Dr. Sumner, whose full credentials and experience are detailed in Exhibit A to his
Declaration, has conducted extensive research and authored publications concerning trade in the
U.S. and international beef and dairy markets. Dr. Sumner takes issue with many of the
conclusions offered by Dr. VanSickle. While Dr. VanSickle’s declaration expresses his opinions
with respect to a number of issues raised by R-CALF in this litigation, many of these opinions
lack empirical support, are premised on mistaken use of economic models and/or
misinterpretation of modeling approaches, or are merely speculative. By way of example only
and not by limitation, several specific problems with Dr. VanSickle’s claims are discussed
below.

Dr. VanSickle contends that adverse economic impacts on R-CALF members from
implementation of the Final Rule can be anticipated as a result of (a) an “increased supply of
cattle and beef entering the U.S. market”; (b) “continued restrictions on U.S. exports because of
the higher risk of BSE contamination in the Canadian-origin beef that will be co-mingled with
domestic beef”; and (c) “reduced domestic beef consumption because of heightened BSE fears
resulting from Canadian imports.” VanSickle Declaration at §7. These predictions by Dr.
VanSickle are either purely speculative and unsupported by data or analysis or are simply
inaccurate. Therefore, the predictions of Dr. VanSickle do not support any claims by R-CALF

that its members will suffer irreparable economic harm if the Final Rule is implemented.



A. The U.S. Beef And Cattle Markets Are Not In The Weakened Condition
Portrayed By R-CALF And Will Not Be Irreparably Harmed By Implementation
Of The Final Rule

Contrary to the position taken by Dr. VanSickle, the data on farm incomes and other
financial indicators of the beef cattle industry in the United States do not indicate particular
weakness. See VanSickle Declaration at 8. In fact, the recent period has been one of strong
improvement in the economic fortunes of the U.S. cattle industry. Data show U.S. cattle industry
prices and revenue have been unusually strong for more than two years. The average price of fed
cattle was $68.70 per hundredweight from 1999 through 2002, but has risen to $84.90 for the
2003 through 2004 period. Feeder cattle prices, and revenues of cow-calf producers have also
been strong compared to earlier years. Total revenue for the cattle industry has been about $45.5
billion in each of 2003 and 2004 compared to an average of $39 billion for the previous four
years. See Sumner Declaration at 3, 5.

Dr. VanSickle notes that USDA/APHIS’s analysis supporting the Final Rule published on
January 4, 2004 projects slightly lower cattle prices of one to two percent.’ Dr. VanSickle
further notes that benefits from lower prices accrue to the aggregate of those who purchase cattle
and beef as they enter the slaughter and marketing chain (i.e., meat packers, wholesalers,
retailers as well as final consumers). See VanSickle Declaration at 9. However, there is no data

in the USDA/APHIS analysis that addresses the distribution benefits among participants in the

marketing chain and the final consumer. Thus, Dr. VanSickle’s assertion that there would be

3 The lower U.S. cattle prices, off historic highs, are attributed to additional imports from Canada. As

explained in a study conducted by Ted Schroeder of the University of Kansas, which will be discussed in greater
detail below, the USDA/APHIS import projections are very likely too high and therefore the price reductions and
implied revenue losses to the industry are also too high.
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little benefit to individual U.S. consumers is wholly without basis. See Sumner Declaration at 3-
4, 96.

Dr. VanSickle’s calculation and discussion of the “multiplier effects” that may occur
from implementation of the Final Rule is completely inaccurate and must be disregarded
altogether. His discussion fails to acknowledge and account for multiplier effects that result on
the benefit side. See VanSickle Declaration at 10. Dr. VanSickle’s statements are based on his
fundamental misunderstanding and misinterpretation of the IMPLAN multiplier analysis and
results. Under Dr. VanSickle’s interpretation, one gets the absurd conclusion that any import of
any product would reduce national economic activity. The problem is that Dr. VanSickle fails to
recognize that imports, which provide savings to those in the marketing chain and to final
consumers, also create multiplier effects. The savings by consumers on their cattle or beef
purchases do not simply vanish. They too are invested or spent on goods and services and
“multiplier effects” accrue to the spending and investment associated with these funds. Dr.
VanSickle erroneously considers only half of the multipliers. Since, as USDA/APHIS has
shown, there is a net gain to trade in the present case, a full analysis of multipliers would show
an even greater benefit to removing the trade barrier than is found in USDA/APHIS’s analysis of
the net positive impacts. See Sumner Declaration at 4, 7.

B. U.S. Producers Will Not Be Faced With A “Flood Of Cheap Cattle And Meat”
From Canada.

There will not be a flood of cheap cattle entering the United States upon the reopening of
the U.S./Canadian border. Current fed and feeder cattle numbers in Canada, as well as the
continued expansion of Canadian slaughter capacity, evidence that USDA/APHIS likely
overestimated the amount of Canadian cattle that will be entering the U.S. market, but in any

case the restoration of normal trade patterns is hardly evidence of irreparable injury.

8



In this regard, a number of projections regarding the volume of cattle likely to be
imported into the United States from Canada after March 7 have been made by various
organizations, including the USDA/APHIS. CanFax, the market analysis division of the CCA,
estimates that the Canadian cattle exports in 2005 will be between 600,000 to 700,000 head of
slaughter cattle and 200,000 to 300,000 head of feeder cattle. USDA/APHIS economic analysis
of the final rule reopening the border estimates 2005 U.S. imports from Canada of 1.5 million
head of fed cattle and 515,400 head of feeder cattle. Estimates presented by the Livestock
Marketing Information Center (“LMIC”)and CattleFax tend to fall in between CanFax and
USDA/APHIS, but are markedly lower than the USDA/APHIS projections.* See Declaration of
Dennis Laycraft at 2, 94, appended hereto as Attachment 2.

Due to the importance of developing a comprehensive understanding of the expected
cattle movement from Canada to the United States, the CCA requested Ted Schroeder, Ph.D., an
agricultural economist at Kansas State University, to analyze this issue and prepare an updated
and thorough assessment of likely cattle import volumes. Based on a market equilibrium
analysis, Dr. Schroeder estimates that the probable volume of Canadian fed and feeder cattle
likely to enter the U.S. upon the border reopening is 857,000 head in 2005, a figure consistent
with estimates by CattleFax and CanFax. See T. Schroeder and B. Coffey, “Projecting 2005
Canadian Cattle Exports to the U.S.” (the “Schroeder Report™) at 10. A copy of the Schroeder
Report is attached as Exhibit A to the Laycraft Declaration.

Dr. Schroeder’s explanation of USDA’s methodology and why that methodology has
likely overstated probable trade flows is enlightening. First, Dr. Schroeder found that

USDA/APHIS based its assumptions regarding “normal” exports of fed and feeder cattle to the

LMIC projects 980,000 head of fed cattle and 370,000 head of feeder cattle; CattleFax projects 500,000
9



U.S. based on export numbers from 2001 and 2002. Of significance is the fact that 2002 was not
a normal year, as Canada exported record numbers of cattle to the U.S. in response to severe
drought conditions that caused high grain prices and poor pasture conditions in Canada. The
exact opposite conditions—plentiful forage and low priced feed grain—exist today. In addition,
Dr. Schroeder found that USDA/APHIS’s estimates of Canadian backlogs of fed cattle and
displaced fed cattle appear to be higher than the actual number. Moreover, he found that
USDA’s assumption of a constant level of Canadian slaughter capacity through 2005 was
particularly problematic as, in fact, Canada has expanded slaughter capacity and plans for even
further increases through 2005. Finally, USDA’s projections predate the decision to delay
reopening the border to Canadian beef from cattle over thirty months of age and would logically
be adjusted downward to account for this policy revision. See Schroeder Report at 13-14.

A review of the structural changes to the Canadian cattle and beef markets explains much
of the overstatement of anticipated cattle volumes. In response to the U.S. border closing in May
2003, the Canadian cattle industry has substantially increased its slaughter capacity. Canada is
currently processing approximately 78,000 head of cattle per week (combining Federal and
provincial numbers) -- an increase of more than 14.7 percent from pre-BSE levels. By the end of
2005, total slaughter capacity is expected to be 95,000 head per week. See Laycraft Declaration
at4,97.

Other current statistics further dispel the notion that there are vast numbers of cattle
waiting to cross the border on March 7. For example, while the number of cattle on feed in
Canada is up slightly from January 2004, January 2005 cattle on feed numbers are down 15

percent from their four-year average prior to May 2003 (2000-2003). In this regard, a delegation

head of fed cattle and 300,000 head of feeder cattle.
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from the National Cattlemen’s Beef Association (“NCBA”) visited Canada in January of this
year to, among other things, assess the Canadian cattle supply situation. They found it to be
current. CCA participated in this visit and facilitated tours of Canadian feedlots and aerial
inspection of Alberta’s “feedlot alley.” See Laycraft Declaration at 4, q8; NCBA Final Report at
9. A copy of the NCBA’s report on that visit is attached as Exhibit B to the Laycraft
Declaration.

In terms of potential impact, it is important to recognize that U.S. cattle numbers are
much larger than cattle numbers in Canada. In 2004, fed steer and heifer cattle slaughter in the
U.S. was 26.5 million head compared to Canadian fed slaughter of 3.39 million head. Overall
Canadian delayed placements/cattle marketings for 2004, even without live cattle exports to the
U.S., are only about one week’s U.S. slaughter. See Laycraft Declaration at 4, 9.

C. R-CALF’s Conclusions Regarding The Impact Of Canadian Imports On U.S.
Beef Exports Are Inaccurate And Misleading

Through Dr. VanSickle, R-CALF draws speculative conclusions regarding domestic and
foreign consumer confidence in the U.S. beef supply that are without basis in fact or analysis.
See VanSickle Declaration at 11 and 12. The data available to quantify the level and impact of
consumer confidence shows very small consumer reactions in either Canada or the United States
to the isolated BSE cases experienced here. Dr. VanSickle’s comparison of 2003 and 2004 beef
export levels (asserting that beef exports declined by 82.4 percent between 2003 and 2004) tells
us nothing about domestic or foreign consumer reactions to imports of Canadian cattle and beef.
Those export declines were due to the response of foreign governments to a BSE discovery in the
United States, not consumer reaction. U.S. beef prices were very high in 2003 for several
reasons, including the U.S. restrictions on most imports from Canada that caused short supply in

the U.S. during a period of particularly strong demand in the domestic market. The price decline
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in 2004 was driven largely by the fact that 2003 values were unusually high. Moreover, the
declines likely would have occurred in any event due to some moderation in the unusual demand
conditions in the U.S. market in response to the popularity of “high-protein” diets. Dr.
VanSickle’s calculation of price impacts in 2004 of the lost export markets for U.S. beef relies
on the untenable assumption that no other factors affected beef demand in 2004 other than the
reduction in exports. These incomplete calculations, therefore unreasonably exaggerate the
impact of lost exports on the decline in the U.S. beef market from 2003 to 2004. See Sumner
Declaration at 4-5, 8.

Naturally, the biggest short-term effect on demand for U.S. beef in 2004 was the response
by governments, primarily in Asia, to the discovery of BSE in a cow slaughtered in the United
States. Negotiations have been underway to reverse the response of Asian governments to this
event. There are encouraging signs, but reopening of the markets in Japan and Korea has not yet
occurred. While there may be no question that the shortfall in exports reduced the price of cattle
in the United States, Dr. VanSickle’s jump to the conclusion that reopening the Canadian border
will further harm the U.S. export market is unjustified. See Sumner Declaration at 5-6, 9.
There is no evidence to support this conclusion and evidence from U.S. government negotiators
to suggest the causation goes in the other direction.

The closure of certain export markets to U.S. beef was in response to a finding of BSE in
Washington State in December 2003. Although some markets have since reopened to U.S.
exports (and have not imposed further restrictions since the two more recent BSE cases
discovered in Canada), certain markets, such as Japan and Korea remain closed to U.S. beef
exports. There is no evidence to support the conclusion that reopening the U.S. border to

Canadian beef will have any further negative impact on U.S. export markets. If markets in Asia
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are reopened, it will be with the expectation that a low level of BSE may continue to exist in both
Canada and the U.S and the knowledge that resumption of U.S. trade with Canada will not alter
this prevalence. With this expectation, Asian markets would only open once confidence has
been established in U.S. practices to mitigate risk of BSE through SRM removal and age
verification of animals regardless of whether those animals are born in the U.S., Canada, or
elsewhere, thus indicating that reducing trade barriers with Canada will not cause losses in
exports from the United States. There has been no evidence provided by Dr. VanSickle that the
pendency of normalization of beef and cattle trade between the U.S. and Canada has had any
impact at all on the continued restrictions placed on U.S. beef exports by countries such as Japan.
See Sumner Declaration at 6, 10.

Dr. VanSickle’s musings regarding the potential reactions of U.S. trading partners to a
reopening of the Canadian border, or even to additional BSE cases, have no basis in fact. In fact
there is hard evidence to the contrary, as some export markets have reopened to Canada, but not
to the United States. For example, on November 30, 2004 Hong Kong’s Food and
Environmental Hygiene Department announced that it would resume imports of beef from
Canada, while Hong Kong remains closed to the U.S. http://www.cbef.com/PDF/NewsRelease-
HongKongOpens 30-11-04.pdf. Indeed, it is most likely that USDA’s view that Japan and other
trading partners consider the U.S. and Canadian beef and cattle markets as integrated and will
recommence trade with both at the same time, is correct. In this context, it is worth noting that
USDA’s position is consistent with the international view that Canada and the U.S. have the
same BSE risk. The European Union’s BSE risk rating tool, the Geographic Risk Assessment
(GBR), placed the U.S. and Canada in the same geographical risk assessment, both before and

after the detection of BSE, and the International Review Team charged with assessing the U.S.
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response to the BSE case discovered in Washington State in December 2003 stated that “the first
case of BSE in the U.S. cannot be considered in isolation from the whole cattle production
system in North America” or “dismissed by considering it an ‘imported case’.” Report on the
Measures Relating to Bovine Spongiform Encephalopathy (BSE) in the United States, February
2, 2004, at 4 (www.aphis.usda.gov/1pa/issues/bse/US_BSE Report.pdf). Sumner Declaration at
6-7, J11. This is also consistent with the reality of the historic trade flows in both cattle and feed
between the United States and Canada and the symmetry with which both countries have adopted
BSE firewalls. See Sumner Declaration at 6-7, q11.

Since 1988, prior to the first discovery of a BSE case in Canada, the Canadian
government and cattle industry have been erecting safeguards to ensure the health of Canadian
cattle and the safety of Canadian beef. In this regard the United States and Canada have moved
in virtual lockstep and have comparable safeguards and surveillance systems in place. Laycraft
Declaration at 5, 10. Attached as Exhibit C to the Laycraft Declaration is a side-by-side
comparison of the safeguard measures implemented by the U.S. and Canada.

The CCA has been actively involved in efforts to demonstrate to U.S. interests the
commitment of the Canadian cattle industry to animal health, consumer safety and normalized
trade between Canada and the United States. In their January visit to Canada, the NCBA
delegation evaluated the effectiveness of Canada’s implementation of the ruminant-to-ruminant
feed ban and BSE detection and surveillance programs. As detailed in the final report attached
to the Laycraft Declaration as Exhibit B, the NCBA delegation found that the Canadian industry
appears to be in compliance with its feed ban and that Canadian BSE surveillance programs
appear to be on track to meet established targets and are largely similar to U.S. surveillance

protocols. Laycraft Declaration at 5, §11; NCBA Final Report at 12, 13.
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D. Reopening The Border Will Not Negatively Impact The U.S. Domestic Consumer
Market

R-CALF mischaracterizes consumer reaction to past findings of BSE cases in both
Canada and the United States. See VanSickle Declaration at 15 and 16. The evidence from
both the United States and Canada is that the BSE findings to date have caused little or no
significant negative response among domestic consumers. Beef consumption clearly rose in both
countries and the price declines experienced in the United States are consistent with an export
market loss and little if any domestic consumer reaction. See Sumner Declaration at 7, 12.

With regard to consumer reaction to the discovery of BSE in certain Canadian animals
and overall beef consumption levels, consumer support of the beef and cattle industry has
remained strong. As have their U.S. counterparts, the Canadian government, along with the
CCA and other Canadian cattle and beef-related organizations, has worked hard to educate
consumers about BSE and the safeguards in place to ensure herd health and food safety. As a
result, consumption of beef in Canada rose five percent in 2003, even after the May 2003
discovery of BSE in a cow in Alberta. Laycraft Declaration at 5, 12.

Consumer confidence in Canada has also remained high. Notably the third and fourth
cases of BSE in North America have not significantly impacted general measures of consumer
confidence in beef products. In the most recent IPSOS Reid survey, 83 percent of Canadians
agree that the food industry in Canada is well regulated for the protection of human health.
Consumer reaction was minimal, as the Canadian Council of Grocery Distributors reported no
change to customer inquiries at the meat case or impact on beef sales. The Beef Information
Centre received only one consumer email and no 1-888 line calls. Laycraft Declaration at 6, 13.

Dr. VanSickle’s comments about the decline in cattle prices in Canada are inapposite to

any conclusions about consumer reactions. That price decline, as in the case of the subsequent
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price decline in the United States, was due to responses by foreign governments, not to any
response by consumers. In the United States, as noted above, the domestic beef market has been
strong overall since the December 2003 discovery of a cow with BSE in Washington State, and
rebounded quickly following some initial short-term declines. See Sumner Declaration at 7, §12.

Dr. VanSickle’s reliance on data from Poland is misplaced as it reflects a situation much
different in many ways from the North American experience. See VanSickle Declaration at 15
and 16. This discussion of the Polish experience is not relevant to the experience or expectations
of the North American beef and cattle market, particularly when first-hand experience in these
markets is available. See Sumner Declaration at 8, 912.

Dr. VanSickle’s introduction of the issue of country-of-origin labeling does not support a
showing of harm to the domestic industry. See VanSickle Declaration at §18. Dr. VanSickle
offers no support for his assertions about the labeling of Canadian origin-beef at points of sale to
end-users. Again, experience proves the deficiencies in Dr. VanSickle’s position. Even during
the restriction on cattle imports, Canadian boneless meat without any country-of-origin labeling
has been imported into the U.S. without incident or negative consumer effects. Canadian
boneless beef exports to the U.S. resumed in early September 2003 and by October 2003 had
reached historic volume levels. There was no negative U.S. consumer reaction to the resumption
of trade with Canada at that time nor has there been since. U.S. demand for beef continued to
increase throughout 2003. Consumer demand for beef showed continued strength in the first
quarter of 2004, with preliminary data showing the Beef Demand Index increased by 10.4
percent compared to the first quarter of 2003. “Beef Demand Exhibits Continuing Strength in

First Quarter of 2004”. NCBA, 20 May 2004.

16



www.beefusa.org/dsp_content/cfm?locationID=1474(@contentTypelD=2&content]=2648. See

also Sumner Declaration at 8, §13.
IV.  CONCLUSION

In the penultimate paragraph of its “Report on Measures Relating to Bovine Spongiform
Encephalopathy (BSE) in the United States,”
www.aphis.usda.gov/1pa/issues/bse/US BSE Report.pdf., February 2, 2004, at 10, the
International Review Panel recommended “that the U.S. should demonstrate leadership in trade
matters by adopting import/export policy in accordance with international standards, and thus
encourage the discontinuation of international trade barriers when countries identify their first
case of BSE.” USDA/APHIS has demonstrated precisely this type of leadership in promulgating
the rule that is before this Court. In so doing, it is creating the template necessary to open export
markets based on sound science, rather than to see those markets remain closed based on
irrational fear and economic self-interest. The United States and Canada have been working
together to successfully construct a North American system governed by science so that in the
event that any further BSE cases are discovered in any part of North America, decision-making
can be based on science, not baseless speculation. Both the United States and Canada have been
working with Japan and other countries that impose trade restrictions, masquerading as safety
standards, well beyond anything recommended by the OIE or having a basis in sound science, to
achieve a rational and sustainable trade policy for cattle and beef. R-CALF’s efforts to
undermine this process with one speculative leap after another is extraordinarily short sighted.
R-CALF has not met the burdens required for imposition of a preliminary injunction in this

matter, and therefore its motion should be denied.
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MONTANA
BILLINGS DIVISION

RANCHERS CATTLEMEN ACTION LEGAL FUND
UNITED STOCKGROWERS OF AMERICA,

Plaintiff,
V.
UNITED STATES DEPARTMENT OF AGRICULTURE,

ANIMAL AND PLANT HEALTH INSPECTION
SERVICE, et al.,

Cause No. CV-05-06-BLG-RFC

Defendants

N N N N N N N N N N N N N N

DECLARATION OF DANIEL A. SUMNER, Ph.D.

I, Daniel A. Sumner, do hereby depose under oath as follows:

1. I am over the age of 18, have personal knowledge of the facts cited herein,

and am competent to testify.

2. I am an agricultural economist. Among other issues involving agricultural
economics, I have conducted research and authored publications concerning trade in U.S.
and international beef and dairy markets. Since 1997, I have been the Director of the
University of California Agricultural Issues Center, and since 1993, I have been the
Frank H. Buck, Jr. Professor in the Department of Agricultural and Resource Economics
at the University of California, Davis. From 1990 to 1993, I worked at the U.S.
Department of Agriculture, first as a Deputy Assistant Secretary for Economics and then

as an Assistant Secretary for Economics. From 1987 to 1989, I served as a Senior Staff
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Economist for the President’s Council of Economic Advisors. A copy of my curriculum

vitae is attached hereto as Exhibit A.

3. I have reviewed the declaration by John J. VanSickle, Ph.D., submitted in
support of the motion for preliminary injunction filed in this matter. While Dr.
VanSickle’s declaration expresses his opinions with respect to a number of issues raised
by R-CALF in this litigation, many of these opinions lack empirical support, are
premised on mistaken use of economic models and/or misinterpretation of modeling
approaches, or are merely speculative. By way of example only and not by limitation,

several specific problems with Dr. VanSickle’s claims are noted below.

4. Dr. VanSickle contends that adverse economic impacts on R-CALF
members from implementation of the Final Rule published on January 4, 2005 (“Final
Rule”) can be anticipated as a result of (a) an “increased supply of cattle and beef
entering the U.S. market”; (b) “continued restrictions on U.S. exports because of the
higher risk of BSE contamination in the Canadian-origin beef that will be co-mingled
with domestic beef”; and (c) “reduced domestic beef consumption because of heightened
BSE fears resulting from Canadian imports.” VanSickle Declaration at Paragraph 7.
These predictions by Dr. VanSickle are either purely speculative and unsupported by data
or analysis or are simply inaccurate. Therefore, the predictions of Dr. VanSickle do not
support any claims by R-CALF that its members will suffer irreparable economic harm if
the Final Rule is implemented. I will address some of Dr. VanSickle’s conclusions about
the economic situation and outlook of the U.S. cattle industry and the potential reaction
of domestic consumers and foreign trade partners to implementation of the Final Rule. I

understand that Dr. VanSickle’s conclusions concerning the increased supply of

2
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Canadian cattle and beef are the subject of a study by Dr. Ted Schroeder, Ph.D., an
agricultural economist from Kansas State University, which is being provided to the

Court as Exhibit A to the Declaration of Dennis Laycraft (Attachment 2).

5. Contrary to the position taken by Dr. VanSickle, the data on revenues and
other financial indicators of the beef cattle industry in the United States do not indicate
particular weakness. See VanSickle Declaration at Paragraph 8. While it is always true
that agricultural industries have claims to difficult economic circumstances, the recent
period has been one of strong improvement in the economic fortunes of the U.S. cattle
industry. Data show U.S. cattle industry prices and revenue have been unusually strong
for more than two years. The average price of fed cattle was $68.70 per hundredweight
from 1999 through 2002, but has risen to $84.90 for the 2003 through 2004 period.
Feeder cattle prices, and revenues of cow-calf producers have also been strong compared
to earlier years. Total revenue for the cattle industry has been about $45.5 billion in each

0f 2003 and 2004 compared to an average of $39 billion for the previous four years.

6. Dr. VanSickle notes that analysis by USDA\APHIS supporting the Final
Rule published on January 4, 2004 projects slightly lower U.S. cattle prices of one to two
percent. (The lower U.S. cattle prices, off historic highs, are attributed to additional
imports from Canada. As Professor Schroeder has shown, the USDA import projections
are very likely too high and therefore the price reductions and implied revenue losses to
the industry are also too high.) Dr. VanSickle further notes that benefits from lower
prices accrue to the aggregate of those who purchase cattle and beef as they enter the
slaughter and marketing chain (i.e., meat packers, wholesalers, retailers as well as final

consumers). See VanSickle Declaration at Paragraph 9. However, there is no data in the

3

001217.00000/35665141v1



USDA\APHIS analysis that addresses the distribution of benefits among participants in
the marketing chain and the final consumer. Thus, Dr. VanSickle’s assertion that there

would be little benefit to individual U.S. consumers is wholly without basis.

7. Dr. VanSickle’s calculation and discussion of the “multiplier effects” that
may occur from implementation of the Final Rule is completely inaccurate and must be
disregarded altogether. His discussion fails to acknowledge and account for multiplier
effects that result on the benefit side. See VanSickle Declaration at Paragraph 10. Dr.
VanSickle’s statements are based on his fundamental misunderstanding and
misinterpretation of the multiplier analysis and results using the IMPLAN package.
Under Dr. VanSickle’s interpretation, we get the absurd conclusion that any import of
any product would reduce national economic activity. The problem is that Dr. VanSickle
fails to recognize that imports, which provide savings to those in the marketing chain and
to final consumers, also create multiplier effects. The savings of marketers and final
consumers on their cattle or beef purchases do not simply vanish. They too are invested
or spent on goods and services and “multiplier effects” accrue to the spending and
investment associated with these funds. Dr. VanSickle erroneously considers only half of
the multipliers. Since, as USDA/APHIS has shown, there is a net gain to trade in the
present case, a full analysis of multipliers would show an even greater benefit to
removing the trade barrier than is found in the analysis of the net positive impacts

presented by USDA/APHIS.

8. Dr. VanSickle draws speculative conclusions regarding domestic and
foreign consumer confidence in the U.S. beef supply that are without basis in fact or

analysis. See VanSickle Declaration at Paragraphs 11 and 12. There is little hard data

4
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available to quantify the level and impact of consumer confidence and what data there is
shows very small consumer reactions in either Canada or the United States to the isolated
BSE cases experienced in North America. Dr. VanSickle misinterprets data or
extrapolates distant and irrelevant examples. Dr. VanSickle’s comparison of 2003 and
2004 U.S. beef export levels (asserting that U.S. beef exports declined by 82.4 percent
between 2003 and 2004) tells us nothing about domestic or foreign consumer reactions to
imports into the United States of Canadian cattle and beef. Those export declines were
due to the response of foreign governments to a BSE discovery in the United States, not
consumer reaction. Dr. VanSickle also misinterprets comparisons of prices between
2003 and 2004. U.S. beef prices were very high in 2003 for several reasons, including
the U.S. restrictions on most imports from Canada that caused short supply in the U.S.
during a period of particularly strong demand in the domestic market. The price decline
in 2004 was driven in part by the fact that 2003 values were unusually high. Moreover,
declines likely would have occurred in any event due to some moderation in the unusual
demand conditions in the U.S. market in response to the popularity of “high-protein”
diets. Dr. VanSickle’s calculation of price impacts in 2004 of the lost export markets for
U.S. beef relies on the untenable assumption that no other factors affected beef demand in
2004 other than the reduction in exports. These incomplete calculations, therefore
unreasonably exaggerate the impact of lost exports on the decline in the U.S. beef market

from 2003 to 2004.

0. Naturally, the biggest short-term effect on demand for U.S. beef in 2004
was the response by governments, primarily in Asia, to the discovery of BSE in a cow

slaughtered in the United States. Negotiations have been underway to reverse the
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response of Asian governments to this event. There are encouraging signs, but reopening
of the markets in Japan and Korea has not yet occurred. While there may be no question
that the shortfall in exports reduced the price of cattle in the United States, Dr.

VanSickle’s jump to the conclusion that reopening the Canadian border will further harm

the U.S. export market is unjustified.

10.  The closure of certain export markets to U.S. beef was in response to a
finding of BSE in Washington State in December 2003. Although some markets have
since reopened to U.S. exports (and have not imposed further restrictions since the two
more recent BSE cases discovered in Canada), certain markets, such as Japan and Korea
remain closed to U.S. beef exports. There is no evidence to support the conclusion that
reopening the U.S. border to Canadian beef will have any further negative impact on U.S.
export markets. If markets in Asia remain closed to U.S. beef, additional imports from
Canada could not cause the United States to lose those markets; if markets in Asia are
reopened, with knowledge that more trade with Canada is imminent, that indicates that
reducing trade barriers with Canada will not cause losses in exports from the United
States. There has been no evidence provided by Dr. VanSickle that the pendency of
normalization of beef and cattle trade between the U.S. and Canada has had any impact at

all on the continued restrictions placed on U.S. beef exports by countries such as Japan.

11.  Dr. VanSickle’s musings regarding the potential reactions of U.S. trading
partners to a reopening of the Canadian border, or even to additional BSE cases, simply
have no basis in fact. From my experience, USDA’s view that Japan and other trading
partners consider the U.S. and Canadian beef and cattle markets as integrated and will

recommence trade with both at the same time, is far more credible. Indeed USDA’s

6
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position is consistent with that of the International Review Team charged with assessing
the U.S. response to the BSE case discovered in Washington State in December 2003.
The Team stated that “the first case of BSE in the U.S. cannot be considered in isolation
from the whole cattle production system in North America” or “dismissed by considering
it an ‘imported case’.” “Report on the Measures Relating to Bovine Spongiform
Encephalopathy (BSE) in the United States,” February 2, 2004, p.4.
www.aphis.usda.gov/1pa/issues/bse/US BSE Report.pdf. This is also consistent with
the reality of the historic trade flows in both cattle and feed between the U.S. and Canada
and the symmetry with which both countries have adopted BSE firewalls. See Exhibit C

to Declaration of Dennis Laycraft (Attachment 2).

12. Dr. VanSickle also mischaracterizes consumer reaction to past findings of
BSE cases in both Canada and the United States. See VanSickle Declaration at
Paragraphs 15 and 16. The evidence from both the United States and Canada is that the
BSE findings to date have caused little or no significant negative response among
domestic consumers. Beef consumption clearly rose in both countries and the price
declines experienced in the United States are consistent with an export market loss,
demand response to diet trends, and little if any domestic consumer reaction to BSE.
This is also the finding of USDA/APHIS. Dr. VanSickle’s comments about the decline
in cattle prices in Canada are inapposite to any conclusions about consumer reactions.
That price decline, was due to responses by foreign governments, not to response by
consumers to BSE. In the United States, as noted above, the domestic beef market has
been strong overall since the December 2003 discovery of a cow with BSE in

Washington State, and rebounded quickly following some initial short-term declines. Dr.
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VanSickle’s reliance on data from Poland is misplaced as it reflects a situation much
different in many obvious ways from the North American experience. See VanSickle
Declaration at Paragraphs 15 and 16. This discussion of the Polish experience is not
relevant to the experience or expectations of the North American beef and cattle market,

particularly when first-hand experience in these markets is available.

13.  Dr. VanSickle’s introduction of the issue of country-of-origin labeling
does not support a showing of harm to the domestic industry. See VanSickle Declaration
at Paragraph 18. Dr. VanSickle offers no support for his assertions about the labeling of
Canadian origin beef at points of sale to end-users. Again, experience proves the
deficiencies in Dr. VanSickle’s position. Since August 2003, even during the restriction
on cattle imports, Canadian boneless meat without any country-of-origin labeling has

been imported into the U.S. without incident or negative consumer effects.

I solemnly affirm under penalties of perjury that the contents of the foregoing

Affidavit are true and correct.
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Date Daniel A. Sumner

Subscribed to and sworn before me this day of February 2005.

Notary Public
My commission expires:
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DANIEL A. SUMNER

University of California, Davis
One Shields Avenue
Davis, California 95616-8514

Telephone Fax
530-752-1668 530-752-5451
Off-campus Office

740 Elmwood Drive

Davis, California 95616-3517
Telephone: 530-756-2846

E-mail AIC Website
dasumner@ucdavis.edu http://aic.ucdavis.edu
Education

University of Chicago, Ph.D., 1978, Economics (Labor Economics and Agricultural Economics)
University of Chicago, M. A., 1977, Economics

Michigan State University, M. A., 1973, Economics

California State Polytechnic University, San Luis Obispo, B. S., 1971, Agricultural Management

Current Positions and Professional Experience

1997-
1993-

1992-1993

1990-1992
1987-1991

1987-1989

1986-1987

1978-1987

1977-1978

Director, University of California Agricultural Issues Center

Frank H. Buck, Jr. Professor, Department of Agricultural and Resource
Economics, University of California, Davis

Assistant Secretary for Economics, U.S. Department of Agriculture

Deputy Assistant Secretary for Economics, U.S. Department of Agriculture
Professor, Department of Economics and Business, North Carolina State
University (on leave, September 1987- February 1989 and January 1990-
December 1991)

Senior Staff Economist, President's Council of Economic Advisers

Resident Fellow, National Center for Food and Agricultural Policy, Resources for
the Future, Washington, DC

Assistant-Associate Professor, Department of Economics and Business, North
Carolina State University

Rockefeller Foundation Post-Doctoral Fellow, Labor and Population Group,
Economics Department, Rand Corporation, Santa Monica, CA



Teaching and Graduate Student Supervision

Recent courses include micro-economic theory and agricultural policy analysis including a
special course for Chinese Ph.D. students in Beijing. Previous courses include economic
development and econometrics. Graduate student advising includes supervision of 3 to 5 Ph.D.
students each year.

Selected Recent University Committee Service

2004

2003-05
2003

2003

2002-2003
2001
2000-2001

2000
2000
1999
1998-1999
1996-1999

1998

1998
1997
1995-1997
1995- 1999

1994-1999
1994-1997

College of Agriculture and Environmental Sciences, Implementation Committee
for the Center for Sustainable Agriculture

College of Agriculture and Environmental Sciences, Committee on Outreach

Ad hoc University of California, Division of Agriculture and Natural Resources
committee on funding Cooperative Extension

Ad hoc University of California, Division of Agriculture and Natural Resources
committee on reorganization of DANR operations

Department Outreach Committee

Department Undergraduate Program Committee

Program Committee, University of California Division of Natural Resources,
Biennial Convention

Department Faculty Search Committee

Management Evaluation Committee for the UC Center for Cooperatives

UC Davis Joint Personnel Committee

Chair, Department of Agricultural and Resource Economics Seminar Committee
University of California, Division of Agriculture and Natural Resources, Program
Planning Advisory Committee: Chair, Program Integration and Committee of the
Whole; Chair, Agriculture Subcommittee

Selection Committee for Director of the UC Davis Gifford Center on Population
Studies,

California Dairy Research Foundation, Research Advisory Committee

Provost's Globalization Commission

Master Advisor and Chair, Department Undergraduate Committee

Executive Committee and Advisor, Graduate Group in International Agricultural
Development

Technical Advisory Committee, California Rice Research Board

Standing Committee on International Programs, College of Agriculture and
Environmental Sciences, Chair 1996-1997

Recent Research Grants and Contracts

2004-2005

2003-2004

2002-2003

2002-2003

USDA, FAS through the California Winegrape Growers Association, Assessing
the Emerging Market for U.S. Wine in China, with Rozelle ($140,000)

USDA Risk Management Agency. Risk Management Education for California,
($498,000)

California Department of Water Resources. Assessing irrigation demand by
California agriculture in 2030, with Howitt ($57,000)

FAO. Improving the FAO meta database (ABCDQ) ($7,000)



2002-2003

2002-2004

2001-2007

2001-2004

2001-2002

2001-2003

2000-2001

2000-2002
1999-2001

1998-2000

1997-2000

1998-1999

1998-1999

1997-1998
1997-1998
1997-2002
1996-1997
1996-1997
1996-1997
1996-1997
1996-1997
1996-1997
1995-1996
1995-1996

1995-1996

USDA Economic Research Service. Effects of U.S. national dairy policy
($25,000)

USDA National Research Initiative. Economics of efforts to eradicate FMD in the
Mercosur, with Jarvis and Univ. Illinois ($160,000)

USDA Rural Development Administration. Creation of the Agricultural
Marketing Resource Center, with lowa State University and Kansas State
University (AIC portion approximately $300,000 per year)

USDA Risk Management Agency. Producer input expenditure studies to support
crop insurance programs, with Klonsky ($940,000)

Western Agricultural Health and Safety Center. Farmer and worker health
economics and policy ($20,000)

USDA, National Research Initiative. Asian dairy trade, with Beghin and Lee
($160,000)

UC DANR Workgroups. Processing tomato industry on the competitive edge
($17,000)

Giannini Foundation. Effects of milk marketing orders, ($12,000)

California League of Food Processors. Effects of EU policy for processing
tomatoes ($27,000)

USDA National Research Initiative. Climate forecasts and grain markets.
($127,000)

US-Israel Bi-national Agricultural Research and Development Fund. Off-farm
work by farm family members, with Chalfant and Kimhi ($169,000)

USDA APHIS, California Department of Food and Agriculture; and UC/DANR.
Implications of polices for control of exotic pests and diseases. ($130,000)
National Oceanographic and Atmospheric Administration. Economic
implications of improved climate forecasts for agricultural markets in the Pacific
Rim ($63,000)

USDA, National Research Initiative. Implications of elimination of Foot and
Mouth Disease, with Jarvis ($71,000)

National Oceanographic and Atmospheric Administration. Agricultural economic
implications of improved climate forecasts ($20,000)

California Department of Food and Agriculture. Annual grant to prepare
California Agricultural Export Statistics (approximately $12,000 per year)
USDA Foreign Agricultural Service. Korean agricultural trade ($9,600)

UC Pacific Rim Program. Korean agricultural policy and trade ($25,000)
Giannini Foundation. Dairy policy and the 1996 Farm Bill ($11,000)

USDA National Research Initiative. Agriculture policy and trade in Northeast
Asia for rice and horticultural products, with Carter, Winter, and Lee. ($72,000)
USDA Economic Research Service. California dairy policy reform. ($30,000)
USDA Economic Research Service. Rice policy and supply analysis. ($15,000)
California Rice Research Foundation. Economic value of water in Northern
California agriculture, with Howitt and Lee ($19,000)

University of California, Vice President's Office. Rice straw burn regulations and
the environment, with Howitt. ($20,000)

Giannini Foundation. Rice straw and the environment, with Howitt. ($15,000)



1995-1996  USAID, Small ruminant CRSP. Elimination of foot and mouth disease in
Argentina and LDC beef markets, with Jarvis. ($20,000)

1995-1999  USDA, FAS. Implications for the U.S. of elimination of foot and mouth disease in
Argentina, with Jarvis. ($14,000)

1996 UC Institute for Global Cooperation and Conflict. Assessment of North Korean
food situation ($1,800)

1995 UC Vice President's Office. Analysis of California milk quota policy ($15,000)

1995 USA Rice Federation. Evaluation and review of GAO rice policy report.
($10,000)

Professional Memberships and Activities

American Economic Association
Econometric Society
Western Economic Association
American Agricultural Economics Association
Professional Activities Committee, 1990, 2000
Chair, Policy Award Committee, 2001
Western Agricultural Economics Association
Council Member, 1996-2001
Chair best published research award committee 2001
International Association of Agricultural Economists
Australian Agricultural Economics Society
Asian Society of Agricultural Economists
International Agricultural Trade Research Consortium
Director, 1996-1997
Chair, 1997-2000
Rice Technical Working Group
Co-chair, Economics Program, 1998 Biennial Meeting

Academic Reviewer

Journal of Political Economy, California Agriculture, Journal of Law and Economics, Review of
Agricultural and Resource Economics, American Journal of Agricultural Economics, USDA,
National Research Initiative, National Science Foundation, Fulbright Foundation, among others

Professional Awards, Honors and Distinctions

Fulbright Senior Specialist Scholar, Australia, September 2002

USDA Agricultural Policy Advisory Committee for Trade (APAC), 2001-2003

Fellow, American Agricultural Economics Association, 1998

Award for Quality of Research Discovery, American Agricultural Economics Association, 1996

Award for Quality of Communication, American Agricultural Economics Association, 1996;
Honorable Mention, 1991

Award for Outstanding Published Research in Agricultural Economics, Honorable Mention,
Western Agricultural Economics Association, 1996



Award for Distinguished Policy Contribution, American Agricultural Economics Association,

1995

Tobacco Economics Award, Tobacco Merchants Association, 1993
Honored Alumnus, College of Agriculture, California State Polytechnic University, 1991

Associate Editor, Tobacco Science, 1989-1991

Associate Editor, American Journal of Agricultural Economics, 1986-1990
Member and author, Council for Agricultural Sciences and Technology Task Force on the 1985

Farm Bill

Selected Major Lectures and Keynote Addresses, 2000-2002

Hundreds of invited lectures at professional meetings and industry conferences including:

Date Topic
2-2000 Open Markets and Global Food Security

2-2000 NAFTA Agricultural Trade: Recent Data
and Current Issues

3-2000 Post Seattle Trade Climate

3-2000 The WTO and agricultural negotiations

4-2000 GMOs and Agriculture

6-2000 Expanding the Benefits of Open Trade

7-2000 The Biotech/GMO Controversy:
Implications for Agriculture

8-2000 Food Security and Trade Policy

9-2000 Value of Agricultural Statistics for Food
Security Policy

12-2000  Ex Ante Economics of Exotic Disease
Policy

2-2001 The Upcoming Farm Bill

7-2001 Trade Negotiations, SPS and Exotic Pests

7-2001 WTO and the Farm Bill

9-2001 Issues in California Agriculture

9-2001 Economic Issues for Federal Marketing
Orders Facing Legal Challenges

10-2001  US Farm Policy Trends and Implications

11-2001  The Role of Policy Research in
Agriculture

1-2002 Agricultural Issues in the New Round

3-2002 US Farm Policy and WTO

Lecture/conference

American Association for the Advancement of
Science, Washington DC
UC Mexus Symposium, Mexico City

Agriculture and Agri-food Canada, Alberta

Phillip C. Holland Lectureship, Washington
State University

California State Senate

World Processing Tomato Congress

AgAmerica Bank Annual Meeting, Sacramento

International Association of Agricultural
Economists, Berlin

Food and Agriculture Organization of the
United Nations, Rome

USDA, Washington, DC

California rice growers

Western Association of Agricultural
Economics, Logan, Utah

California Farm Bureau

Commonwealth Club of San Francisco

United Fresh Fruit and Vegetable Association,
Washington, DC

Italian Conference of Active Farmers, Lake
Como, Italy

International Food Policy Research Institute,
Ad hoc Symposium, The Hague, Netherlands

California Council for International Trade
Congressional Forum

Iowa State University Agricultural Forum



4-2002 US Farm Policy Korea Rural Economic Institute, Seoul

6-2002 Farm Programs and WTO Security Food and Agriculture Organization, Rome
6-2002 Tomato Trade and Policy Processing Tomato World Congress, Istanbul
9-2002 WTO and the US Farm Bill, implications  University of New England Armidale,

for negotiations and world markets University of Sydney, Orange, New South

Wales Department of Agriculture, Federal
Ministry of Agriculture, Canberra, Australia
11-2002  Food Security Policy for North Korea Seoul National University, Korea
12-2002  Outlook for Agriculture and Raisins Annual Grower Meeting Sun Maid Growers

National Policy Service

As Senior Staff Economist at the President's Council of Economic Advisers, I provided analysis
to support the evaluation of policy options on economic issues facing the U.S. government. I
helped guide the positions taken by the Council in agriculture, labor and international trade, and
represented the Council in interagency staff discussions that help set government policy and
provide input to Cabinet level decisions. As USDA Assistant Secretary for Economics, I had
responsibility for the oversight and guidance of data collection, projections, economics research,
and policy analysis for U.S. agriculture. I supervised several agencies including more than 1,000
professional economists and statisticians. I provided policy information and counsel to the
Secretary and other senior government officials on a wide range of issues including food and
farm programs, environmental concerns, rural development, and international trade policy and
negotiations. Major policy initiatives included the FACT Act of 1990, NAFTA, and the
Uruguay round of GATT negotiations.

U.S. Congress, International Trade Commission and World Trade Organization Testimony

Testimony before U.S. House of Representatives Committee on Agriculture and Subcommittee
on Agricultural Appropriations; Testimony before the U.S. Senate Committee on Agriculture,
Nutrition and Forestry and the Committee on Energy and Natural Resources. Topics included
farm programs, economic outlook, wine industry, and irrigation policy reform among others
(1990, 1991 and 1992).

Testimony before the U.S. International Trade Commission on relief from import controls,
imposition of new import barriers, anti-dumping, countervailing duties, and import safeguards
(1992, 1994, 1998, 1999, 2000, 2002, 2003).

Testimony before the World Trade Organization Dispute Settlement Panel on U.S. upland cotton
subsidies (2003 and 2004).

Recent Outreach Publications
Daniel A. Sumner. “World trade rules affect horticultural biotechnology.” California
Agriculture, Vol. 58, No. 2, 77-78 (April-June 2004).



Kent Bradford, Julian Alston, Peggy Lemaux and Daniel Sumner. “Challenges and opportunities
for horticultural biotechnology.” California Agriculture, Vol. 58, No. 2, 68-71 (April-June
2004).

Henrich Brunke and Daniel Sumner. “Trade Adjustment Assistance and California
Commodities” AIC Issues Brief, No. 25 (June 2004).

Jos¢ E. Bervejillo and Daniel A. Sumner. “An Assessment of Market Shares of California
Agricultural Exports in 2002 AIC Issues Brief, No.24 (March 2004).

Jos¢ E. Bervejillo and Daniel A. Sumner. “California’s International Agricultural Exports in
2002” AIC Issues Brief, No.23 (November 2003).

Henrich Brunke and Daniel A. Sumner. “Role of NAFTA in California Agriculture: a Brief
Review.” AIC Issues Brief No. 21, (March 2003).

Fiona M. Hutchinson, Joseph V. Balagtas, John M. Krochta, Daniel A. Sumner. “Potential Gains
to Producers from New Uses for Whey.” AIC Issues Brief No.20, (March 2003).

Jos¢ E. Bervejillo and Daniel A. Sumner. “California’s International Agricultural Exports in
2001.” AIC Issues Brief No.19, (January 2003).

Helene Bombrun and Daniel A. Sumner. “What Determines the Price of Wine? The Value of
Grape Characteristics and Wine Quality Assessments.” AIC Issues Brief No.18, (January
2003).

Rachel E. Goodhue, Dale M. Heien, Hyunok Lee and Daniel A. Sumner. “Contract Use
Widespread in Wine Grape Industry.” California Agriculture, (56, 3 (May 2002), 97-103.

Lovell Jarvis, Jose E. Bervejillo, Javier Ekboir, Daniel A. Sumner and William R. Sutton.
“South-of-the-Border Beef: Changing Beef Industries in Argentina and Uruguay.” Choices.
(Third Quarter, 2001).

Hyunok Lee, Daniel A. Sumner and Richard E. Howitt, "Potential economic impacts of
irrigation-water reductions estimated for Sacramento Valley." California Agriculture, (55), 2
(March-April, 2001): 33-40

Nicolai V. Kuminoff, Jose E. Bervejillo and Daniel A. Sumner. “California’s Year 2000
International Agricultural Exports.” AIC Issues Brief No. 17, (September 2001).

Nicolai V. Kuminoff, Alvin D. Sokolow and Daniel A. Sumner, "Farmland Conversion:
Perceptions and Realities." AIC Issues Brief No. 16, (May, 2001).

Warren E. Johnston and Daniel A. Sumner, "California Agriculture Faces a Rough Financial
Year." Agricultural and Resource Economics Update, University of California, Davis, (4), 3
(Spring, 2001): 3-6.

Nicolai V. Kuminoff, Daniel A. Sumner and Justin Tamony, "California's 1999 International
Agricultural Exports." AIC Issues Brief No. 13, (November, 2000).

Daniel A. Sumner. “U.S. Policy and Agricultural Progress in WTO Negotiations.” Briefing
Book: Global Agricultural Trade in the New Millennium. C. Parr Rosson, P. Lynn Kennedy,
and Flynn J. Adcock, eds. Department of Agricultural Economics, Texas A&M University.
(June 2000): 9-11.

Marc Carey, Daniel A. Sumner and Richard Howitt. "The Value of Tradable Credits for Rice
Straw Burning." AIC Issues Brief No. 12, (May, 2000).

Daniel A. Sumner and Norbert L. Wilson, "The Evolution of Dairy Price Policy in California:
Our Unique System for Distributing Milk Revenue." Agricultural and Resource Economics
Update, University of California, Davis, (3), 3 (Spring, 2000): pp. 3-6.

Nicolai V. Kuminoff, Tiffany Bunney, David S. Hart and Daniel A. Sumner. "Data on
California's 1998 Agricultural Exports." AIC Issues Brief No. 10, (November, 1999).



Daniel A. Sumner. "New Negotiations Hold Trade Opportunities for Agriculture." California
Agriculture, (editorial), (53), 5 (September-October, 1999): pp. 2

Daniel A. Sumner and JooHo Song. "Agricultural Impacts of the Asian Economic Turmoil: A
California Focus." AIC Issues Brief No. 9, (May, 1999).

Daniel A. Sumner. “1999 CTGA Annual Meeting Guest Speaker’s Address.” California Tomato
Grower, (42) 3 (1999): pp. 14-18.

Daniel A. Sumner. "Agricultural Policy Reform in an Historical Context." Agricultural and
Resource Economics Update, University of California, Davis, (2), 3 (Spring, 1999): pp. 5-7.

Daniel A. Sumner. "Agricultural Policy Objectives for the New Decade: Regaining the
Momentum." Choices, (editorial), (First Quarter, 1999).

Daniel A. Sumner, Heather Benson, David Hart and Nicolai V. Kuminoff. "Improved Data on
California's Agricultural Exports." AIC Issues Brief No. 8, (December, 1998).

Daniel A. Sumner and Hyunok Lee, "Economic Prospects of the California Rice Industry
approaching the New Century." White paper, California Rice Promotion Board, Sacramento,
(January, 1998).

Colin A. Carter and Daniel A. Sumner. "International Trade and California Agriculture." AIC
Issues Brief No. 3, (September, 1997).

Daniel A. Sumner and David S. Hart. "A Measure of Subsidy to California Agriculture." 4/C
Issues Brief No. 2, (July, 1997).

Hyunok Lee, Daniel A. Sumner and Richard Howitt. "Economic Impacts of Irrigation Water
Cuts in the Sacramento Valley." AIC Issues Brief, No. 1, (June, 1997).

Daniel A. Sumner and Hyunok Lee. "Economic Prospects for the California Rice Industry."
Sacramento, California: California Rice Promotion Board, California Rice Industry
Association, updated (May, 1996).

Books

John D. Mullen, Julian M. Alston, Daniel A. Sumner, Marcia T. Kreith, Nicolai V. Kuminoff.
Returns to University of California Pest Management Research and Extension: Overview and
Case Studies Emphasizing IPM. Oakland, California: University of California Agriculture and
Natural Resources, ANR Publication 3482, May 2003.

Scott D. Rozelle and Daniel A. Sumner. Editors, Agricultural Trade and Policy in China: Issues,
Analysis and Implications. Aldershot, U.K.: Ashgate Publishing Limited 2003.

Loyns, R.M.A., Ronald D. Knutson, Karl Meilke, and Daniel A. Sumner. Editors,
Harmonization/Convergence/Compatibility in Agriculture and Agri-food Policy: Canada,
United States and Mexico, a Conference Proceedings. Winnipeg, Canada: University of
Manitoba, 1997.

John M. Antle and Daniel A. Sumner. Editors, The Economics of Agriculture: Volume I,
Selected Papers of D. Gale Johnson. Chicago, Illinois: University of Chicago Press, 1996.
John M. Antle and Daniel A. Sumner. Editors, The Economics of Agriculture: Volume 2, Papers

in Honor of D. Gale Johnson. Chicago, Illinois: University of Chicago Press, 1996.

Daniel A. Sumner. Editor, Agricultural Policy Reform in the United States. Washington, D.C.:
American Enterprise Institute Press, 1995.

Daniel A. Sumner. Agricultural Trade Policy: Letting Markets Work. Washington, D.C.:
American Enterprise Institute Press, 1995.



Daniel A. Sumner. Editor, Agricultural Stability and Farm Programs. Boulder, Colorado:
Westview Press, 1988.

Robert Clark, George Maddox, Ronald Schrimper and Daniel A. Sumner. Inflation and the
Economic Well-Being of the Elderly. Baltimore, Maryland: The Johns Hopkins Press, 1984.

Professional Journal Articles

Daniel A. Sumner, John Antle and Bruce L. Gardner. “Contributions of D. Gale Johnson to the
Economics of Agriculture.” Economic Development and Culture Change, 52, 3 (April 2004):
659-679.

Norbert L. W. Wilson and Daniel A. Sumner, "Explaining Variations in the Price of Dairy
Quota: Flow Returns, Liquidity, Quota Characteristics, and Policy Risk," Journal of
Agricultural and Resource Economics, (29), 1 (April 2004):1-16.

Jeffrey D. McDonald and Daniel A. Sumner. “The Influence of Commodity Programs on
Acreage Response to Market Price: With an Illustration concerning Rice Policy in the United
States.” American Journal of Agricultural Economics, (85), 4 (November 2003):857-871.

Joseph V. Balagtas and Daniel A. Sumner. “The Effect of the Northeast Dairy Compact on
Producers and Consumers, with Implications of Compact Contagion.” Review of Agricultural
Economics, (25), 1 (June 2003): 123-144.

Joseph. V. Balagtas, Fiona M. Hutchinson, John M. Krochta, and Daniel A. Sumner. “Ex Ante
Analysis of R&D: Anticipating Market Effects of New Uses for Whey and Evaluating
Returns to R&D.” Journal of Dairy Science, (86), 4 (May 2003):1662-1672.

Daniel A. Sumner. “Implications of the USA Farm Bill of 2002 for Agricultural Trade and Trade
Negotiations.” Australian Journal of Agricultural and Resource Economics, (47), 1 (March
2003): 117-140.

Daniel A. Sumner and Christopher A. Wolf. “Diversification, Vertical Integration and the
Regional Pattern of Dairy Farm Size.” Review of Agricultural Economics, (24), 2 (Fall/Winter
2002), 442-457.

Edward S. Prescott, Rolf A.E. Mueller and Daniel A. Sumner. “Hired Hooves: Transactions in a
South Indian Village Factor Market.” Australian Journal of Agricultural and Resource
Economics, (46),2 (June 2002): 233-255.

Javier Ekboir, Lovell S. Jarvis, Daniel A. Sumner, Jose E. Bervejillo, and William R. Sutton.
“Changes in Foot and Mouth Disease Status and Evolving World Beef Markets.”
Agribusiness: An International Journal, (18), 2 (Spring 2002): 213-229.

Robert F. Romain and Daniel A. Sumner. “Dairy Economics and Policy Issues between Canada
and the United States.” Canadian Journal of Agricultural Economics, (49), 4 (Dec. 2001):
479-492.

Zhang-Yue Zhou, Daniel A. Sumner, and Hyunok Lee. “Part-time Farming Trends in China: A
Comparison with Japanese and Korean Experience.” Comparative Economic Studies, (43), 3
(Fall 2001): 99-132.

Christopher Wolf and Daniel A. Sumner. “Are Farm Size Distributions Bimodal? Evidence from
Kernel Density Estimates of Dairy Farm Size Distributions.” American Journal of
Agricultural Economics, (83), 1 (February, 2001): 77-88.

Daniel A. Sumner. “Agricultural Trade Policy and Food Security.” Quarterly Journal of
International Agriculture, (39), 4 (2000): 395-4009.



Daniel A. Sumner. "Opening Global Markets for Agriculture: The Next WTO Round." Journal
of Agribusiness, (18), 1 (Special Issue, March, 2000): 41-52.

Daniel A. Sumner and Choi Jung-Sup. "Agricultural Commodity Programs in the United States."
Journal of Rural Development, (23), 2 (Winter, 2000): 253-274.

Daniel A. Sumner. "Domestic Support and the WTO Negotiations." Australian Journal of
Agricultural and Resource Economics, (44), 3 (September, 2000): 457-474.

Daniel A. Sumner and Hyunok Lee. "Assessing the Effects of the WTO Agreement on Rice
Markets: What Can We Learn from the First Five Years." American Journal of Agricultural
Economics, (82), 3 (August, 2000): 709-717.

Daniel A. Sumner and Norbert L. Wilson. "Creation and Distribution of Economic Rents by
Regulation: Development and Evolution of Milk Marketing Orders in California."
Agricultural History, (74), 2 (Spring, 2000): 198-210.

Jung-Sup Choi and Daniel A. Sumner. "Opening Markets while Maintaining Protection: Tariff
Rate Quotas in Korea and Japan." Agricultural and Resource Economics Review, (29), 1
(April, 2000): 91-102.

Devry S. Boughner and Daniel A. Sumner. "Producer Participation in Price Pooling
Cooperatives to Smooth Income Variability: Evidence from California." San Joaquin
Agricultural Law Review, (10), 1 (2000): 27-39.

Rolf A.E. Mueller and Daniel A. Sumner. "Output counts: Comparing the Published
Contributions by Agricultural Economists Across Countries." European Review of
Agricultural Economics, (26), 4 (4th Quarter, 1999): 533-548.

Daniel A. Sumner. "Domestic Price Regulations and Trade Policy: Milk Marketing Orders in the
United States." Canadian Journal of Agricultural Economics, (47), 5 (December, 1999): 5-16.

Joo-Ho Song and Daniel A. Sumner. "Dairy Demand, Supply and Policy in Korea: Potential for
International Trade." Canadian Journal of Agricultural Economics, (47), 5 (December, 1999):
133-142.

Daniel A. Sumner, Hyunok Lee and Daniel G. Hallstrom. "Implications of Trade Reform for
Agricultural Markets in Northeast Asia: A Korean Example." Agricultural Economics, (21), 3
(1999): 309-322.

John C. Beghin and Daniel A. Sumner, eds. "Dairy Policy and Trade: Context and Summary."
Canadian Journal of Agricultural Economics, 47 (1999): 1-3.

Daniel A. Sumner, Daniel G. Hallstrom and Hyunok Lee. "Trade Policy and the Effects of
Climate Forecasts on Agricultural Markets." American Journal of Agricultural Economics, 80
(December, 1998): 1102-1108.

Woon Keun Kim, Hyunok Lee and Daniel A. Sumner. "Assessing the Food Situation in North
Korea." Economic Development and Cultural Change, (46), 3 (April, 1998): 519-537.

Julian M. Alston, Colin Carter, Richard Gray, and Daniel A. Sumner. "Third Country Effects and
Second-Best Trade Policies: Export Subsidies and Bilateral Liberalization." American Journal
of Agricultural Economics, 79 (November, 1997): 1300-1310.

Daniel A. Sumner and Tom Cox. "FAIR Dairy Policy." Contemporary Economic Policy, XV1
(January, 1998): 58-68.

Daniel A. Sumner and Christopher Wolf. "Quotas without Supply Control: Effects of Dairy
Quota Policy in California." American Journal of Agricultural Economics, 78 (May, 1996):
354-366.
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Randal R. Rucker, Walter N. Thurman and Daniel A. Sumner. "Restricting the Market for Quota:
An Analysis of Tobacco Production Rights With Corroboration from Congressional
Testimony." Journal of Political Economy, 103 (February, 1995): 142-175.

Julian M. Alston, Richard Gray and Daniel A. Sumner. "The Wheat War of 1994." Canadian
Journal of Agricultural Economics, 42 (December, 1994): 231-251.

Hyunok Lee, Joseph Glauber and Daniel A. Sumner, "Increased Industrial Use of Agricultural
Commodities: Policy, Trade, and Ethanol." Contemporary Economic Policy, XII (1994):22-
32.

T. Randall Fortenbery and Daniel A. Sumner. "The Effects of USDA Reports in Futures and
Options Markets." Journal of Futures Markets, (13), 2 (April, 1993): 157-173.

John C. Beghin and Daniel A. Sumner. "Domestic Content Requirements with Bilateral
Monopoly." Oxford Economic Papers, 44 (1992): 306-316.

Daniel A. Sumner. "The 1990 Farm Bill and the Uruguay Round: Discussion." American Journal
of Agricultural Economics, 73 (August, 1991): 924-925.

Daniel A. Sumner. "Targeting Farm Programs." Contemporary Policy Issues, Vol. IX (January,
1991): 93-106.

Montgomery P. Pereira and Daniel A. Sumner. "Rigidities in Rural Labor Markets - An
Empirical Test." Review of Economics and Statistics, (1991): 569-577.

Daniel A. Sumner and Elizabeth Frazao. "Wage Rates in a Poor Rural Area with Emphasis on
the Impact of Farm and Non-Farm Experience." Economic Development and Cultural
Change, 38 (July, 1989): 709-718.

Daniel A. Sumner and Rolf A.E. Mueller. "Are Harvest Forecasts News? USDA Announcements
and Futures Markets Reactions." American Journal of Agricultural Economics, 71 (February,
1989): 1-8.

Daniel A. Sumner. "Agriculture in the Macroeconomy: Discussion." American Journal of
Agricultural Economics, (70), 5 (December, 1988): 1025-1026.

Daniel A. Sumner and James D. Leiby. "An Econometric Analysis of the Effects of Human
Capital on Size and Growth Among Dairy Farms." American Journal of Agricultural
Economics, (69), 2 (May, 1987): 465-470.

Daniel A. Sumner and Julian M. Alston. "Substitutability for Farm Commodities: The Demand
for U.S. Tobacco in Cigarette Manufacturing." American Journal of Agricultural Economics,
(69), 2 (May, 1987): 258-265.

Daniel A. Sumner. "The Competitive Position of Southern Commodities: Some Trends and
Underlying Forces." Southern Journal of Agricultural Economics, 18 (July, 1986): 49-59.

Steven G. Allen, Robert L. Clark and Daniel A. Sumner. "Post-retirement Adjustments of
Pension Benefits." The Journal of Human Resources, 21 (Winter, 1986): 118-137.

Robert L. Peace and Daniel A. Sumner. "Income Taxes and Farm Sector Investment: The
Reasoning and Some Evidence." The Journal of Agricultural Taxation and Law, (7), 4
(Winter, 1986): 347-56.

Daniel A. Sumner and Edward D. Gillin. "Migration Plans and Hours of Work in Malaysia."
International Migration Review, (19), 2 (Summer, 1985): 239-50.

Daniel A. Sumner and Michael Wohlgenant. "Effects of an Increase in the Federal Excise Tax on
Cigarettes." American Journal of Agricultural Economics, (85), 2 (May 1985): 235-42.

Robert Clark and Daniel A. Sumner. "Inflation and the Real Income of the Elderly: Recent
Evidence and Expectations for the Future." The Gerontologist, (25), 2 (April, 1985): 146-152.
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Robert Clark, Stephan Gohmann and Daniel A. Sumner. "Wages and Hours of Work of Elderly
Men." Atlantic Economic Journal, (12), 4 (December, 1984): 31-40.

Steven Allen, Robert Clark, and Daniel A. Sumner. "A Comparison of Pension Benefit Increases
and Inflation, 1973-79." Monthly Labor Review, (May, 1984): 42-46.

Daniel A. Sumner. "The Off-Farm Labor Supply of Farmers." American Journal of Agricultural
Economics, (64), 3 (August, 1982): 499-509.

Daniel A. Sumner. "Wage Functions and Occupational Selection in a Rural Less Developed
Country Setting." Review of Economics and Statistics, (63), 4 (November, 1981): 513-520.

Daniel A. Sumner. "Measurement of Monopoly Power: An Application to the Cigarette
Industry." Journal of Political Economy, (89), 5 (October, 1981): 1010-1019.

Book Chapters and other Professional Publications

Joseph Balagtas and Daniel A. Sumner. “Returns to the Dairy Check-off Investment in Research
for New Uses for Whey.” Chapter 13 in H. Kaiser, J.M. Alston, J. Crespi, and R.J. Sexton
(eds). Commodity Promotion Programs in California: Economic Evaluation and Legal
Issues. Peter Lang Publishing, New York (2005 in press).

J.M. Alston, H. Brunke, R.S. Gray, and D.A. Sumner. "Evaluation of Quality Testing for
California Pistachios." Chapter 14 in H. Kaiser, J.M. Alston, J. Crespi, and R.J. Sexton (eds).
Commodity Promotion Programs in California: Economic Evaluation and Legal Issues.
Peter Lang Publishing, New York (2005 in press).

Daniel A. Sumner, Jose E. Bervejillo and Nicolai V. Kuminoff, “The Measure of California
Agriculture and its Importance in the State’s Economy.” Chapter 3 in California Agriculture:
Dimensions and Issues, Jerry Siebert, ed. University of California Giannini Foundation of
Agricultural Economics, (2003): 29-55.

Daniel A. Sumner and Henrich Brunke. “Commodity Policy and California Agriculture.”
Chapter 6 in California Agriculture: Dimensions and Issues, Jerry Siebert, ed. University of
California Giannini Foundation of Agricultural Economics (2003): 157-180.

Daniel A. Sumner, Helen Bombrun, Julian Alston and Dale Heien. “The Wine and Winegrape
Industry in North America.” Chapter 10 in Globalization of the World’s Wine Markets. Kym
Anderson, ed. London: Edward Elgar (2004).

Daniel A. Sumner. “Farm Subsidies and Agricultural Trade Policy: the Case of US Support
Programmes.” In Agriculture and International Trade: Law, Policy and the WTO. Cardwell,
Margaret R. Grossman and Christopher P. Rodgers, eds. CABI Publishing International,
Cambridge, MA, USA. (2003): 69-84.

Susanne Stricker, Sumner, D.A. and Mueller, R.A.E. 2003. “Wine on the web in a global market:
a comparison of e-commerce readiness and use in Australia, California and Germany.”
Harnos, Z., Herdon, M. and Wiwczaroski, T.B. (eds). Information Technology for a better
agri-food sector, environment und rural living. Pp 253-263. University of Debrecen,
Debrecen, Hungary. www.date.hu./efita2003.

Dewen Wang, Jikun Huang, Scott Rozelle and Daniel A. Sumner. “Quotas and Grain production
in China.” In Agricultural Trade and Policy in China: Issues, Analysis and Implications. Scott
D. Rozelle and Daniel A. Sumner, eds. Aldershot, U.K.: Ashgate Publishing Limited (2003):
111- 136.
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Daniel A. Sumner. “Introduction and Overview.” In Exotic Pests and Diseases: Biology,
Economics and Public Policy for Biosecurity. Daniel A. Sumner, ed. Ames: lowa State Press
(May 2003): 3-7.

Daniel A. Sumner. “Economics of Policy for Exotic Pests and Diseases: Principles and Issues.”
In Exotic Pests and Diseases: Biology, Economics and Public Policy for Biosecurity. Daniel
A. Sumner, ed. Ames: lowa State Press (May 2003):9-18.

Karen M. Jetter, Edwin Civerolo and Daniel A. Sumner. “Ex-Ante Economics of Exotic Disease
Policy: Citrus Canker in California.” In Exotic Pests and Diseases: Biology, Economics and
Public Policy for Biosecurity. Daniel A. Sumner, ed. Ames: lowa State Press (May 2003):
121-150.

Jung-Sup Choi, Daniel A. Sumner, Robert K. Webster and Christopher Greer. “Economic
Consequences of a New Exotic Pest: The Introduction of Rice Blast in California.” In Exotic
Pests and Diseases: Biology, Economics and Public Policy for Biosecurity. Daniel A.
Sumner, ed. Ames: lowa State Press (May 2003):214-224.

Karen Jetter, Joseph Di Tomaso, Daniel J. Drake, Karen M. Klonsky, Michael J. Daniel A.
Sumner. “Biological Control of Yellow Starthistle” In Exotic Pests and Diseases: Biology,
Economics and Public Policy for Biosecurity. Daniel A. Sumner, Ed. Ames: lowa State Press
(May 2003):225-241.

Daniel A. Sumner and Joseph V. Balagtas. “Agricultural Subsidy Schemes: United States’
Agricultural System.” In Encyclopedia of Dairy Science. Hubert Roginski, ed. San Diego:
Academic Press (2002): 20-25.

Zhang Yue Zhou, Daniel A. Sumner and Hyunok Lee. “Part-time Farming Trends in China.” In
Dilemmas of China’s Growth in the Twenty-first Century. Ligang Song, ed. Honolulu: Asia
Pacific Press (2002): 194-214.

Daniel A. Sumner. “Review of Economic trends in US agriculture and food systems since World
War II, by M.C. Hallberg.” Journal of Economic Literature, (40) 3 (September 2002): 970-71.

Daniel A. Sumner and Stefan Tangermann. "International Trade Policy and Negotiations." In
Handbook of Agricultural Economics. Bruce Gardner and Gordon Rausser, eds. Amsterdam,
Netherlands: North Holland Press (2002): 1999-2055.

Daniel A. Sumner. “Food Security, Trade, and Agricultural Commodity Policy” In Agricultural
Policy for the 21° Century. Luther Tweeten and Stanley R. Thompson, eds. Ames: Iowa State
Press (2002): 231-244.

Daniel A. Sumner. “One Perspective on U.S. Policy and Agricultural Progress in World Trade
Organization Negotiations.” In Agricultural Trade Policies in the New Millennium. P. Lynn
Kennedy and Won W. Koo, eds. New York: Haworth Press (2002): 71-87.

Daniel A. Sumner and Jung-Sup Choi. “Management of Tariff Rate Quotas in Korea and Japan.”
In Issues in Reforming Tariff-rate Import Quotas in the Agreement on Agriculture in the
WTO. Harry deGorter and Ian Sheldon, eds. Minneapolis: The International Agricultural
Trade Research Consortium, Commissioned Paper No. 13. (2001): 114-127.

Daniel A. Sumner. “Review of Policy reform in American agriculture: Analysis and prognosis.
by David Orden, et. al.” Journal of Economic Literature, (38) 4 (December 200): 989-91.

Daniel G. Hallstrom and Daniel A. Sumner. “Agricultural Economic Responses to Forecasted
Climate Variation: Crop Diversification, Storage and Trade.” International Forum on Climate
Prediction, Agriculture and Development. Palisades, New York: Institute for Climate
Prediction. (April 2000): 258-261.
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Daniel A. Sumner and Jun-Sup Choi. “Liberalization with Protection: Import Management in
Korea (with Emphasis on Rice).” In Agricultural Globalization, Trade, and the Environment.
Charles B. Moss, Gordon C. Rausser, Andrew Schmitz, Timothy G. Taylor, and David
Zilberman, eds. Boston, MA: Kluwer Academic Publishers. (November 2001): 133-150.

Julian M. Alston, Richard Gray, and Daniel A. Sumner. “Wheat Disputes Under NAFTA.” In
Trade Liberalization Under NAFTA, Report card on Agriculture, R. M.A. Loyns and Antonio
Yunez-Naude, eds. Altona, Manitoba: Friesen Printers (January 2001) 143-163.

Susanne Stricker, Rolf A.E. Mueller and Daniel A. Sumner. "Wine on the Web - Rapid
Appraisal of Web Sites by Wineries and Wine Merchants from Australia, California, and
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DECLARATION OF DENNIS LAYCRAFT

I, Dennis Laycraft, do hereby depose under oath as follows:

1. I am over the age of 18, have personal knowledge of the facts cited herein,

and am competent to testify.

2. I am the Executive Vice President of the Canadian Cattlemen’s
Association (“CCA”) and have held that position since 1992. In my capacity as
Executive Vice President, I am responsible for the day to day policy and administrative

functions of the Association.

3. The CCA is a national organization representing the interests of Canada’s
more than 90,000 beef producers. The CCA has been actively involved in the

development and implementation of measures in Canada to ensure the health of Canadian
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cattle and the high quality and safety of the beef products derived from Canadian cattle.
The CCA has submitted comments at all stages of the development of the Final Rule
issued by the United States Department of Agriculture/Animal and Plant Health and
Safety Administration on January 4, 2005 concerning the establishment of Bovine
Spongiform Encephalopathy (“BSE”) “minimal risk regions” and the designation of
Canada as such a region. While the CCA is an advocate for the normalization of cattle
and beef trade between the United States and Canada, it is also an advocate for the
implementation of sound and science-based policies to ensure the health of consumers
and to encourage uniform standards of international trade that appropriately address the

manageable risks presented by BSE.

4. A number of estimates regarding the volume of cattle likely to be imported
into the United States from Canada after March 7 have been made by a number of
organizations, including the USDA. CanFax, the market analysis division of the CCA,
estimates that the Canadian cattle exports in 2005 will be between 600,000 and 700,000
head of slaughter cattle and 200,000 and 300,000 head of feeder cattle. The
USDA/APHIS economic analysis of the final rule reopening the border estimates 2005
U.S. imports from Canada of 1.5 million head of fed cattle and 515,400 head of feeder
cattle. Estimates prepared by the Livestock Marketing Information Center (“LMIC”)and
CattleFax tend to fall in between CanFax and USDA/APHIS, but are markedly lower

than the USDA/APHIS projections.'

! LMIC projects 980,000 head of fed cattle and 370,000 head of feeder cattle;
CattleFax projects 500,000 head of fed cattle and 300,000 head of feeder cattle.
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5. Due to the importance of developing a comprehensive understanding of
the expected cattle movement from Canada to the United States, the CCA requested Ted
Schroeder, Ph.D., an agricultural economist at Kansas State University, to analyze this
issue and prepare an updated and thorough assessment of likely cattle import volumes.
Based on a market equilibrium analysis, Dr. Schroeder estimates that the probable
volume of Canadian fed and feeder cattle to enter the U.S. upon the border reopening will
be approximately 857,000 head in 2005, a figure consistent with estimates by CattleFax

and CanFax. A copy of Dr. Schroeder’s report is attached as Exhibit A.

6. Dr. Schroeder’s explanation of USDA’s methodology and why that
methodology has likely overstated probable trade flows is enlightening. First, Dr.
Schroeder found that USDA based its assumptions regarding “normal” exports of fed and
feeder cattle to the U.S. on export numbers from 2001 and 2002. Of significance is the
fact that 2002 was not a normal year, as Canada exported record numbers of cattle to the
U.S. in response to severe drought conditions that caused high grain prices and poor
pasture conditions in Canada. The exact opposition conditions — plentiful forage and low
priced feed grain — exist today. In addition, Dr. Schroeder found that USDA’s estimates
of Canadian backlogs of fed cattle and displaced fed cattle appear to be higher than the
actual number. Moreover he found that USDA’s assumption of a constant level of
Canadian slaughter capacity through 2005 was particularly problematic as, in fact,
Canada has expanded slaughter capacity and plans for even further increases through
2005. Finally, USDA’s projections predate the decision to delay reopening the border to
Canadian beef from cattle over thirty months of age and would logically be adjusted

downward to account for this policy revision.
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7. A review of the structural changes to the Canadian cattle and beef markets
explains much of the overstatement of anticipated cattle volumes. In response to the U.S.
border closing in May 2003, the Canadian cattle industry has substantially increased its
slaughter capacity. Canada is currently processing approximately 78,000 head of cattle
per week (combining Federal and provincial numbers) — an increase of 14.7 percent from
pre-BSE levels. By the end of 2005, total slaughter capacity is expected to be 95,000

head per week.

8. Other current statistics dispel the notion that there are vast numbers of
cattle waiting to cross the border on March 7. For example, while the number of cattle on
feed in Canada is up slightly from January 2004, January 2005 cattle on feed numbers are
down 15 percent from their four-year average prior to May 2003 (2000-2003). In this
regard, a delegation from the National Cattlemen’s Beef Association visited Canada in
January of this year, to, among other things, assess the Canadian cattle supply situation.
They found it to be current. CCA participated in this visit and facilitated tours of
Canadian feedlots and aerial inspection of Alberta’s “feedlot alley.” A copy of the

NCBA'’s final report on that visit is attached as Exhibit B.

0. In terms of potential impact, it is important to recognize that U.S. cattle
numbers are much larger than cattle numbers in Canada. In 2004, fed steer and heifer
cattle slaughter in the U.S. was 26.5 million head compared to Canadian fed slaughter of
3.39 million head. Overall Canadian delayed placements/cattle marketings for 2004,

even without live cattle exports to the U.S., are only about one week’s U.S. slaughter.
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10.  Since 1988, prior to the first discovery of a BSE case in Canada, the
Canadian government and cattle industry have been erecting safeguards to ensure the
health of Canadian cattle and the safety of Canadian beef. In this regard the U.S. and
Canada have moved in virtual lockstep and have comparable safeguards and surveillance
systems in place. Attached as Exhibit C is a side-by-side comparison of the safeguard

measures implemented by the U.S. and Canada.

11.  The CCA has been actively involved in efforts to demonstrate to U.S.
interests the commitment of the Canadian cattle industry to animal health, consumer
safety and normalized trade between our two countries. In their January visit to Canada,
the NCBA delegation evaluated the effectiveness of Canada’s implementation of the
ruminant-to-ruminant feed ban and BSE detection and surveillance programs. As
detailed in the final report attached as Exhibit B, the NCBA delegation found that the
Canadian industry appears to be in compliance with its feed ban and that Canadian BSE
surveillance programs appear to be on track to meet established targets and are largely

similar to U.S. surveillance protocols.

12.  With regard to consumer reaction to the discovery of BSE in certain
Canadian animals and overall beef consumption levels, consumer support of the beef and
cattle industry has remained strong. As have their U.S. counterparts, the Canadian
government, along with the CCA and other Canadian cattle and beef-related
organizations, has worked hard to educate consumers about BSE and the safeguards in
place to ensure herd health and food safety. As a result, consumption of beef in Canada

rose 5 percent in 2003, even after the May 2003 discovery of BSE in a cow in Alberta.
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13.  Consumer confidence in Canada has also remained high. Notably the
third and fourth cases of BSE in North America have not significantly impacted general
measures of consumer confidence in beef products. In the most recent IPSOS Reid
survey, 83% of Canadians agree that the food industry in Canada is well regulated for the
protection of human health. Consumer reaction was minimal, as the Canadian Council of
Grocery Distributors reported no change to customer inquiries at the meat case or impact
on beef sales. The Beef Information Centre received only one consumer email and no

1-888 line calls.
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I solemnly affirm under penalties of perjury that the contents of the foregoing

Declaration are true and correct.

Date Dennis Laycraft

Subscribed to and sworn before me this day of February 2005.

Notary Public
My commission expires:

001217.04001/35665023v1



Projecting 2005 Canadian Cattle Exports to the US

Prepared by

Ted C. Schroeder, Ph.D.
and
Brian Coffey, M.S.
Agricultural Economists
Kansas State University
Manhattan, KS 66506

Prepared for
Edward J. Farrell
Blank Rome LLP

600 New Hampshire Ave. NW
Washington, DC 20037

February 20, 2005

001217.00000/35665155v1



Background

Following discovery of a cow infected with Bovine Spongiform Encephalopathy (BSE)
in Alberta Canada in May 2003, the US restricted imports of cattle and beef from
Canada.' In late August 2003, the border restriction was modified and the US began
allowing boneless beef from bovines less than 30 months of age to be imported from
Canada. On January 4, 2005 the Animal and Plant Health Inspection Service (APHIS) of
the US Department of Agriculture (USDA) published a final rule that would permit
imports of certain Canadian live cattle into the US beginning on March 7, 2005. That
rule provides that such cattle must be less than 30 months of age sent directly to slaughter
or, if destined for additional feeding, sent in sealed trucks directly to the terminal feedlot
that finishes and markets the cattle for slaughter at less than 30 months of age. As
published, the rule also allowed for imports of boneless beef from Canadian cattle older
than 30 months of age. However, US Secretary of Agriculture Mike Johanns recently
announced an indefinite delay of imports of Canadian beef from animals over 30 months
of age.? Thus, the current policy allows for imports from Canada only of cattle that are
under 30 months of age and beef from animals of the same age category.

Concerns have been raised by cattle producers in the US regarding the potential number
of Canadian cattle that might be exported to the US following enactment of the March
2005 rule. US producers are uneasy about the impact increased imports could have on
local fed cattle prices. This concern is based on the fear that there are large numbers of
backlogged Canadian cattle that are waiting to flood the market when the US border
reopens, and thereby causing US fed cattle prices to decline substantially.

Estimates of the potential number of cattle that could be destined for the US market when
the border reopens have a wide range (Table 1). For example, CanFax estimates
Canadian cattle available for export in 2005 to be 600,000 to 700,000 head of slaughter
cattle and 200,000 to 300,000 head of feeder cattle.’ USDA-APHIS economic analysis of
the final rule estimates 2005 US imports from Canada of 1.5 million head of fed cattle
and 515,400 head of feeder cattle.* Estimates presented by the Livestock Marketing
Information Center (LMIC)’ and CattleFax® tend to be between those of CanFax and
USDA-APHIS. Particularly interesting about the ranges of estimates is that there is
nearly a perfect rank order of those that estimate the largest Canadian fed cattle exports to
US and those that estimate the largest feeder cattle exports. Presumably Canadian fed

"' A few cattle, mostly of Hawaiian origin, entered the mainland US from Canada after being shipped to
Canadian ports. Cattle were allowed to be transported through Canada en route to the US as long as they
were in Canada for less than 60 days.

2 USDA Statement by Agriculture Secretary Mike Johanns. Release No. 0047.05, February 9, 2005.

? CanFax estimates collected from several sources including CanFax Weekly Summary January 14, 2005
and slide presentation to NCBA Delegation, January 18, 2005.

* U.S. Department of Agriculture, Animal and Plant Health Inspection Service. Economic Analysis of Final
Rule: Bovine Spongiform Encephalopathy: Minimal Risk Regions and Importation of Commodities
(APHIS Docked No. 03-080-3), December 20, 2004.

> Livestock Marketing Information Center e-mail from Director Jim Robb to members dated February 10,
2005.

8 Cattle-Fax, Canadian and U.S. Cattle and Beef Situation, November 2004.
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and feeder cattle would be strong substitutes for each other leading one to presume an
increase in one would lead to a comparable decrease in the other. This suggests the
different sources of estimates are interpreting the data quite differently and/or using
different assumptions in their analyses. Such disparity among estimates of probable
Canadian cattle exports to the US raises questions about why there is such discrepancy.
In short, who is right? The purpose of this report is to project probable import levels of
Canadian cattle upon reopening of the US border to cattle under 30 months of age on
March 7, 2005. In particular, this report:

1. Describes the interrelationship between boxed beef and cattle markets

2. Summarizes recent Canadian cattle inventory and cattle on feed numbers

3. Estimates the number of cattle likely to be exported from Canada to the US to get

the markets back to equilibrium
4. Evaluates the USDA-APHIS Canadian cattle export estimates

Table 1. Summary of Projections of Canadian Fed Cattle and Feeder Cattle

Exports to the US in 2005

Fed Cattle Feeder Cattle Date
Source (head) (head) Projection Made
USDA — APHIS 1,506,900 515,400 December 20, 2004
LMIC 980,000 370,000 February 10, 2005
Cattle Fax 500,000 300,000 November 2004
CanFax 650,000' 250,000° January 2005
Average 909,225 358,850

! Midpoint of range of 600,000-700,000 head
? Midpoint of range of 200,000-300,000 head

Interrelated Markets

Conceptually, fundamentals of four different but closely related markets together with
trade policy restrictions will ultimately determine in what quantity and form Canadian
cattle and beef exports enter the US. These four markets are those for boxed beef, fed
cattle, feeder cattle, and cull cows. Canadian exports of boxed beef to the US are nearly
perfect substitutes for exports of fed cattle. The form in which imports occur, live or
boxed, is determined largely by slaughter capacity and slaughter cost in the two
countries. Currently many US beef packing firms are operating well below capacity.
Therefore cattle slaughter capacity is not a binding constraint in the US. However, it is
considerably cheaper to transport beef than it is to transport live animals, so Canadian
cattle slaughter capacity will be expected to be heavily utilized before large amounts of
live slaughter cattle would be shipped to the US. An important fact in assessing how
many Canadian cattle might be exported to the US is that the US border reopened to
boneless beef from cattle under 30 months in late August 2003, after all cattle and beef
trade was suspended in May 2003 when the BSE discovery occurred. As such, it is likely
that when cattle exports to the US resume, Canadian cattle exports could simply offset
boxed beef exports already occurring, at least to some degree.
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Given the length of time the US has banned cattle imports from Canada and the uncertain
future of any re-opening of trade between Canada and the US, beef packing slaughter
capacity has been expanding in Canada. This increased slaughter capacity will absorb
some of the backlog of cattle present in Canada. However, complicating the Canadian
slaughter capacity issue is the fact that cull cow and bull slaughter is a strong substitute
for fed cattle slaughter. That is, if a large backlog of cull cows and bulls is present in
Canada, and older cattle cannot be shipped to the US for slaughter, these older animals
could fill some portion of Canadian slaughter capacity. This would push more fed cattle
to the US market than would be the case without a backlog of cattle over 30 months of
age. The number of fed cattle displaced by non-fed animals depends also upon whether
the US allows imports of beef from cattle greater than 30 months of age. As originally
proposed, the US would have allowed the import of Canadian boneless beef from cattle
over 30 months of age but not live cattle from this age group. However, recent
modifications to this policy preclude imports of beef from cattle over 30 months of age
when live cattle trade resumes on March 7, 2005. With no major export market for beef
from animals over 30 months of age, there will be less incentive for Canadian packers to
slaughter older animals in place of fed cattle than there would be if the export of beef
from older animals to the US was allowed.

Canadian Cattle Inventory

The first step in determining how many cattle are likely to be exported from Canada to
the US when the border re-opens is to gain an understanding of Canadian cattle inventory
numbers. Total Canadian cattle inventory increased substantially by about 9%, from
January 2003 to January 2004 and inventory increased another 3% in January 2005
(Figure 1). Roughly half of the 1.6 million head inventory expansion from 2003 to 2005
was an increase of 803,000 head in the number of calves less than one year of age. The
increase in calf inventory suggests there was a significant increase in the number of
calves that were delayed from being placed on high energy feed rations in feedlots
because of the poor market outlook. There was also considerable growth in beef cow
numbers (up 568,000 head) from 2003 to 2005. The main reason for this growth was the
minimal amount of culling of old cows and bulls because the price of cows in Canada
dropped dramatically after May 2003 (Figure 2). Although the Canadian cow price has
not recovered much relative to US prices since 2003, cull cow slaughter must eventually
increase back to more normal culling rates. The only alternative is an increasingly aged
cow herd, which would lead to reduced productivity.

Prior to the US border closure of May 2003, Canadian slaughter cow and bull exports to
the US nearly doubled from about 157,000 head in 2000 to 306,000 head in 2002 (Figure
3). In 2002 total slaughter of Canadian cows and bulls in the US and Canada exceeded
800,000 head. Canadian cow slaughter increased so much in 2002 due in part to severe
drought conditions in the Canadian western plains region. In 2003 and 2004, total
Canadian cow and bull slaughter (in the US and Canada) declined to approximately
460,000 head each year (Figure 3). This substantial reduction in cull cow slaughter for
two consecutive years has created a backlog of cows to be culled, although aggressive
culling in 2002 helped it from being more substantial. The backlog of cull cows is a
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significant factor in determining probable exports of fed cattle from Canada to the US.
With limited slaughter capacity, and the inability to send cull cows (live or as boxed beef)
to the US, cull cow slaughter will effectively displace some portion of fed cattle slaughter
in Canada.

Table 2 summarizes Canadian cow and bull slaughter in the US and Canada since 2000.
From 2000 to 2002, cow and bull annual slaughter rates were between 10.9% and 13.7%
of total cow and bull inventory. Cow and bull slaughter in 2003 and 2004 dropped to
only 7.6% and 7.2% of inventory. This slowing of the culling rate for two consecutive
years has resulted in a relatively large number of older cows in the breeding herd. As
slaughter steers and heifers are allowed to be exported to the US, both Canadian fed
slaughter cattle and cull cow prices will increase. Increased cull cow prices will
encourage higher cull rates and will reduce the backlog of older breeding animals. Two
critical factors in determining how much cow slaughter will increase are the January
2005 Canadian cattle inventory number and the cull rate. We assume here that the cull
rate will increase back up to 11%. However, it is possible this increase could be greater,
especially in the short term, depending upon how much recovery occurs in the cow price.
If we assume cull rates go back up to a conservative estimate given the backlog of 11%
then 2005 cull cow and bull slaughter in Canada would be approximately 732,270 head.

Figure 1. Total Canadian Cattle and Calves Inventory, January 1, 1996-2005.
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Figure 2. Average Monthly Prices for Slaughter Cows in Kansas and Alberta,
2000-December 2004.
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Figure 3. Total Annual Canadian Cow and Bull Slaughter in the US and Canada,
2000-Projected 2005
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Table 2. Canadian Cull Cow and Bull Slaughter, 2000-2004 and Projection
for 2005

Canadian
Milk & Beef
US Slaughter Canadian Total Cow and
of Canadian Cow & Cow & Bull >1 yr Total
Cows & Bull Bull Total Slaughter
Bulls Slaughter Slaughter Inventory asa %
Year (head) (head) (head) (head) of Inventory
2000 156,645 475,089 631,734 5,785,300 10.92%
2001 232,927 488,601 721,588 5,932,600 12.16%
2002 305,626 507,817 813,443 5,956,900 13.66%
2003 108,248 350,723 458,971 6,057,100 7.58%
2004 0 461,000 461,000 6,368,300 7.24%
2005 0 732,270* 732,270* 6,657,000 11.00%*

Source: Data obtained from Livestock Marketing Information Center and CanFax (original
source Statistics Canada Agriculture Division)
* Authors’ slaughter projections based upon January 2005 Canada inventory

Canadian Cattle Feeding Situation

The next step is to determine the number of fed and feeder cattle that are likely to be
exported to the US when the border opens. These two are strong substitutes and their
relative mixture depends upon feedlot capacity and feeding costs in Canada relative to the
US. Either feeder cattle or fed cattle may be exported more heavily relative to the other,
depending upon how profit opportunities signal optimal cattle finishing location. Based
upon data compiled by CanFax, Figure 4 illustrates recent actual and projected cost of
gain for finishing fed cattle in the US and Canada. This graph indicates cost of gain for
finishing cattle in Alberta follows a similar pattern to, but has been below, US cost of
gain during 2004. Further, CanFax has projected the cost of gain in Alberta to remain
below US cost of gain at least through early 2005. As such, cost of gain does not appear
to be an incentive toward higher feeder cattle exports, relative to fed cattle, to the US.
Instead, feedlot capacity in Canada will likely be a more important determinant of how
many calves will be finished in Canada relative to the US. Feedlot capacity is not a
constraining factor at this point in the US because the US cattle inventory is near the
recent bottom of the cattle cycle.

Cattle on feed numbers in Canada have increased in 2004 and 2005 after being
substantially below recent years. In late 1999 cattle on feed numbers in Alberta and
Saskatchewan were nearly 1.5 million head. By December 2003 cattle on feed inventory
had dropped by more than 35% to 942,000 head but then increased to 1.04 million head
by December 2004 (Figure 5). Although cattle on feed numbers in Canada have
increased recently, historical numbers suggest feedlot capacity is not exhausted.
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Figure 4. US vs Alberta Total Cost of Gain for Cattle Feeding, January
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Of importance as we consider how many feeder cattle might be exported from Canada to
the US is the price of feeder cattle in the two countries. Prices of 700 to 800 pound
feeder cattle in Kansas and Alberta are presented in Figure 6. In the past, these prices
followed each other relatively closely, with Canadian prices typically being $3 to $8/cwt
(US dollars) below those of the US. However, since the border closure, Canadian feeder
prices plummeted relative to US prices. In fact fed cattle prices have been $40/cwt, or
more, lower in Canada relative to the US during much of the time since the border
closure. Within the last few weeks, in anticipation of the border opening, Canadian
feeder cattle prices have gained strength relative to US feeder prices.

The feeder cattle price is, of course, strongly related to fed cattle prices. However, short
run supply adjustments are easier to make in feeder cattle than in fed cattle. Because of
this, Canadian feeder cattle prices did not drop as dramatically in 2003 as did the price of
fed cattle. Figure 7 illustrates monthly fed steer prices in Kansas and Alberta over 2000
to 2004.

Figure 6. Monthly Average Prices for 700-800 Pound Steers in Kansas and
Alberta, January 2000 - December 2004
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Figure 7. Monthly Average Prices for Fed Steers in Kansas and Alberta,
January 2000 - December 2004
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Export Equilibrium

Feeder cattle, fed cattle, and boxed beef exports from Canada to the US occur until prices
for these commodities across the two countries attain spatial equilibrium. As trade
occurs, US prices will decline and Canadian prices will increase. This has already
happened with boneless boxed beef because boxed beef trade has been on-going. The US
cattle market is much larger in terms of cattle numbers and beef production than the
Canadian market. For example, fed steer and heifer cattle slaughter in the US in 2004
was 26.5 million head compared to Canadian fed slaughter of 3.43 million head. Thus,
for a given number of cattle exported from Canada to the US, the Canadian cattle price
increases by a much greater proportion than the US price declines. If the elasticity of
demand for fed cattle in the two countries is similar, which is probable, when the border
reopens, a 1% increase in Canadian exports of cattle to the US would have roughly 7 to 8
times the price impact in Canada as in the US and the impact would be in the opposite
direction. That is, a 1% increase in fed cattle exports from Canada to the US would
increase Canadian price by roughly 7 to 8 times as much as it would reduce US price.

Table 3 is a summary of a simulation of how fed cattle exports from Canada to the US
would be expected to affect fed cattle prices in each country. Several important
assumptions are made in formulating analysis in this table. First the elasticity of demand
for fed cattle in each country is assumed to be -0.76. This elasticity is consistent with
that used by USDA-APHIS and it is similar to other published estimates of demand
elasticity. Second, we use fed cattle slaughter levels of 2004 as our starting base for each
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country. Third we use an initial price in the US of $86/cwt for fed cattle and in Canada
of $66/cwt (both in US dollars), which is roughly where these price levels were in late
2004. We also assume boxed beef exports from Canada to the US are unchanged from
2004 levels (if boxed beef exports increase, then fed cattle exports will decrease and vice
versa). Further, we assume, for this scenario, that all cattle trade is fed cattle and not
feeders. This last assumption allows estimating the total number of fed cattle trade that is
needed to move the fed cattle markets in the two countries back into equilibrium with no
other changes. Whether the cattle trade as feeder cattle or fed is not particularly
important for this part of the discussion. For this analysis one could reasonably assume
that a feeder animal and a fed animal are perfect substitutes and the only difference
between the two is timing of export. Of course we recognize that the economic
implications for cattle feeders, beef packers, and other industry participants differ
markedly depending upon whether feeder cattle or fed cattle are exported to US.

Results of the simulation indicate that if Canada exports 171,000 head, or 5% of 2004
slaughter to the US, this would increase fed cattle prices in Canada by 7.6% and reduce
US price by 1.3%. On average over the 2000 to 2001 period the Canadian fed cattle price
was $5/cwt less than US price (after adjusting for exchange rate). As such, based on this
historical relationship, the total number of cattle that would be shipped to the US would
be about 857,000 head (Table 3) before we would reach typical market price equilibrium
between the two countries. Note again that the simulation here assumes all cattle exports
are fed with no feeder cattle trade. Arguably, net feeder animal exports from Canada to
the US would offset fed cattle exports by nearly the same number. Thus, this analysis
suggests from a market equilibrium approach total 2005 fed and feeder cattle exports to
the US would be about 857,000 head. This estimate is similar to total estimates by
CattleFax (800,000 head) and CanFax (800,000 to 1,000,000) as shown in Table 1.

Table 3. Simulation of Exports of Fed Cattle from Canada to US and
Associated Market Impacts1

Canada Percentage Canada Canada Percentage US UsS
Fed of Fed Fed Fed of Fed Fed Fed
Exports Canada Price Price UsS Price Price
(Head) Slaughter Change ($/cwt) Slaughter Change ($/cwt)
171,450 5% 3.80% $68.51 0.65% -0.49%  $85.58
342,900 10% 7.60%  $71.02 1.29% -0.98%  $85.16
514,350 15% 11.40%  $73.52 1.94% -1.47% $84.73
685,800 20% 15.20% $76.03 2.58% -1.96% $84.31
857,250 25% 19.00% $78.54 3.23% -2.46%  $83.89
1,028,700 30% 22.80%  $81.05 3.88% -2.95% $83.47
1,200,150 35% 26.60%  $83.56 4.52% -3.44%  $83.04
1,371,600 40% 30.40%  $86.06 517% -3.93%  $82.62

! Uses elasticity of demand of -0.76 in each country; base price in US of $86/cwt; base
price in Canada of $66/cwt; base fed slaughter base in US of 26.537 million head; base
fed slaughter in Canada of 3.429 million head.

10

001217.00000/35665155v1



To further assess the reliability of the estimates in Table 3, consider how many fed cattle
combined with boxed beef have been exported from Canada to the US in recent years.
We converted total pounds of Canadian boxed beef exports to the US to an approximate
number of fed cattle carcasses by dividing boxed beef carcass weight exports by 750
pounds per carcass prior to June 2003 and by 600 pounds per carcass after that. Different
conversions were used to reflect the fact that all Canadian beef exports to US after May
2003 were boneless (with an assumed 150 pounds of bones per carcass). The resulting
total of head equivalent boxed beef plus fed cattle exports from Canada to the US is
shown in Figure 8. Combined boxed beef plus fed cattle Canadian exports to the US
have (with exception of 2003) been relatively close to, or a bit over, 2 million head
equivalent. Our estimates in Table 3 indicate combined total exports of boxed beef plus
fed and/or feeder cattle from Canada could reach 2.5 million head equivalent. However,
over 60% of this would be in the form of boxed beef that has already been coming to the
US. Therefore, our estimate of 857,250 head of Canadian fed cattle exports in Table 3
appears reasonable and not likely understated if boxed beef exports from Canada remain
similar to 2004 levels. If Canadian boxed beef exports to the US decline, increased fed
cattle exports could replace reduced boxed beef exports. However, if this occurred,
Canadian cattle slaughter capacity would be underutilized.

Figure 8. Annual Canadian Boxed Beef (Converted to Approximate Head)
and Fed Slaughter Cattle Exported to the US, 2000-2004.
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A final step is to determine whether sufficient slaughter capacity exists in Canada to
slaughter the presumed Canadian cull cows together with fed cattle not exported to the
US. First, we need an estimate of total fed and feeder cattle available in Canada in 2005.
CanFax estimates indicate that about 4.09 million head of fed cattle are likely to be
available for slaughter in 2005 in Canada. Slaughter capacity in Canada is expanding.
As shown in Figure 9, if slaughter is 90% of projected capacity in 2005, it is expected to
reach 4.38 million head.

If cow and bull slaughter is 732,270 head (as estimated in Table 2) and there are 4.09
million head of fed cattle available, Canada will have a total of 4.82 million head of live
cattle available for potential slaughter. Based on this number and a slaughter level of
4.38 million head, we estimate the surplus of Canadian slaughter cattle to be 442,000
head in 2005. Therefore, more than enough slaughter capacity appears to exist in Canada
to accommodate the fed and non-fed slaughter that would exist with the estimated
857,000 head of cattle expected to be exported to the US.

Figure 9. Annual Federally Inspected Canadian Cattle Slaughter 2000-2004
and Projections through 2006 Assuming 90% Utilization Planned Expansion
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Further Consideration of USDA Estimates

An important lingering question related back to Table 1 is, why are USDA estimates so
much greater than those estimated here and by others? This section explores the
methodology used by USDA to assess where we might differ in analysis. USDA
estimated cattle exports to the US based upon three categories of available cattle supplies:
normal fed and feeder cattle exports to the US, backlogged cattle, and fed slaughter
displaced by increased non-fed slaughter. They first assumed “normal” exports of fed
and feeder cattle to the US based upon export numbers from 2001 and 2002. However,
exports in 2002 represented record levels of cattle out of Canada. This was, in part, a
response to severe drought conditions that caused high grain prices and poor pasture
conditions. Therefore, 2002 was not a normal year in regard to Canadian cattle exports.
USDA further estimated that there is a backlog of 394,500 head of fed cattle and 204,000
feeder cattle. They presume this entire backlog would be exported to the US in 2005 if
the border were open to cattle both over and under 30 months of age (Table 4). Backlogs
of fed cattle estimated by USDA were based upon the increase in inventory between July
1, 2003 to July 1, 2004 of slaughter cattle and calves under 30 months of age held by
stockers and feedlots. The USDA also assumed that the growth of 30 month and older
cow and bull inventory in Canada between July 2003 and 2004 of 462,400 head would be
slaughtered and would displace, or substitute for, an equal number of fed cattle that
would otherwise have been slaughtered in Canada. USDA estimates for the backlog of
fed cattle plus the estimated displaced fed cattle plus assumed “normal” exports total 1.5
million head of fed cattle exports to the US. The large fed cattle export estimate of the
USDA was in addition to an assumed 515,400 head of feeder cattle exports to the US,
which is also considerably larger than other analyst’s estimates. USDA admits their
backlog and displacement amounts could be off by as much as 50% so they also halved
these and estimated a lower bound of 1.1 million head of fed cattle exports to US in 2005,
still a considerably larger number than our simulation indicates would get the Canadian
and US fed cattle markets back to spatial equilibrium.

The USDA estimates use average import levels of 2001 and 2002 and presume Canadian
cattle slaughter levels would remain essentially constant through 2005. As such any
increase in cattle numbers was assumed to be destined for export to the US. The
assumption of constant Canadian cattle slaughter capacity through 2005, however, was
incorrect. Cattle slaughter in Canada increased by 22% in 2004, relative to 2003 (from
3.19 million to 3.89 million head). Based upon expansions in 2005, Canadian cattle
slaughter is expected to increase another half million head. This represents nearly a 1.2
million head increase, relative to 2003. If this increase in Canadian slaughter capacity
fully materializes, using the approach used by USDA, the number of fed cattle exports to
the US after adjusting for increased Canadian slaughter would be only 314,100 head
(Table 4). Of course, the total increase in Canada cattle slaughter in 2005 could be
tempered some if the US border opens as planned. This would make the 314,100 head of
fed cattle exports to the US (using the USDA approach) in 2005 a lower-bound estimate.
It should also be noted that USDA’s estimates were made prior to the US Secretary of
Agriculture’s announcement delaying the border opening for beef from cattle over 30
months of age. We expect the USDA would revise their estimates of Canadian cattle
exports to the US downward, in light of this important new policy development.

13
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Table 4. Estimated Impact of Adjusting USDA Estimates of 2005 Canadian Cattle
Exports to US for Increased Canadian Slaughter Capacity

Fed Cattle
USDA Estimates Exports
Fed Total Increase in Adjusted for

Fed Cattle Fed Canadian Increased

Cattle Slaughter Normal Cattle Slaughter Canadian
Year Backlog Displaced Exports Exports Relative to 2003  Slaughter

------------- head -------------

2004 702,800°
2005 394,500° 460,000 652,400° 1,506,900" 1,192,800° 314,100

*Source: USDA-APHIS
*Source: CanFax

Concluding Comments

In this discussion we have made efforts to estimate numbers of Canadian cattle that will
enter the US market in 2005 based upon the best inventory and market data available to
us. However, we do not know with certainty what the mix of fed cattle, feeder cattle, and
boxed beef exports from Canada to the US will be in 2005. Changes in economic
conditions could alter the estimated relationships and thus the level of exports of cattle
and beef to the US. For example, changes in cull rates could impact export numbers to
the US and our estimates of how markets will adjust to fed cattle movement between the
two countries. However, all analyses are subject to such necessary assumptions and to
holding constant numerous related economic factors. The main point that must be kept in
mind is that this is a very complex issue to forecast. We have collapsed the analysis
down to simple counting, presuming market adjustments and relationships in order to
gain an understanding of what could happen to cattle and beef trade between Canada and
the US in 2005.

14
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NCBA Canadian Trade Delegation
Final Report
February 2, 2005

Executive Committee Action

On January 6, 2004, the Executive Committee of the National Cattlemen’s Beef

Association appointed a delegation of U.S. cattle producers to travel to Canada on a

fact-finding mission regarding Bovine Spongiform Encephalopathy. The Executive

Committee requested the delegation return with answers regarding but not limited to the

following topics:

= |dentify Canadian cattle that would qualify for export under existing rule and determine their potential
impact on U.S. producers

= Inspect feed manufacturers and secure a detailed assessment of feed ban compliance

= Verify how cattle will be inspected, identified/age and be approved for entry into the U.S.

= Determine Blue Tongue and Anaplasmosis requirements to export cattle to Canada

= Evaluate Canada’'s BSE testing/surveillance and review findings around recent BSE cases

Trade Team Delegation

Homer Buell, Nebraska cow/calf producer

James Courtney, Montana cow/calf producer

Eric Davis, Idaho cow/calf producer and feedlot operator

Bill Donald, Montana cow/calf producer

Dr. Tom Field, Colorado State University animal science professor and cow/calf producer
Gene Harris, North Dakota cow/calf producer

Sid Viebrock, Washington cow/calf producer

Don Hineman, Kansas cow/calf producer and feeder

= Jamie Willrett, lllinois cow/calf producer and feedlot operator

Also in attendance were Pete Crow, publisher of the Western Livestock Journal and NCBA staff members
Gregg Doud and Kim Essex.

Visit Details

The trade delegation arrived in Calgary, Alberta, Monday evening, January 17, 2005,
and returned Thursday evening, January 20, 2005.

Over an intense three-day period, the delegation met with industry and government

officials and completed several field visits:

= Briefing from Can-Fax, Canada’s independent economic analysis firm of the cattle industry, regarding
immediate fed supply, expanded slaughter, projected marketings and export projections

= Briefing from the Canadian Cattlemen’s Association regarding structural changes in the industry

= Briefing from Dr. Brian Evans, Canadian Food Inspection Agency (CFIA), regarding feed ban
compliance, surveillance, border procedures

= Tours of two Feed Mills, one that processed both ruminant and non-ruminant feed (Unifeed) and the

other that only processed non-ruminant material for ruminant feed (Cargill Animal Nutrition)

Fly-over inspection of some 700,000 head of Southern Alberta’s 1.1-1.2 million head in feedyards

Tours of four feedyards

Tour of one of Alberta’s largest beef slaughter and processing facilities, Cargill's High River plant

Tour of a rendering facility
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Key Issues

The following report summarizes the delegation’s findings around these key issues:
Case investigations

Cattle inventory

Feed ban procedures, compliance
Surveillance

Border crossing procedures

Blue Tongue and Anaplasmosis
Structural changes

= Slaughter capacity

= Set-Aside program

= Over 30 Beef

Case Investigations
Perspective

The following graph (www.defra.gov.uk) documents the BSE growth curve in the United
Kingdom, the global epicenter of this disease, after feed ban measures were put in
place. Given the disease incubation period, it is clear a feed ban on ruminant-derived
protein in cattle feed is extremely effective at stopping the spread of this disease.
Instituting a feed ban before a BSE-positive case is ever identified, as was done in the
United States and Canada, is even more efficacious. Since the feed ban was instituted,
cases of BSE have dropped dramatically after accounting for BSE incubation.
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According to CFIA’s Dr. Evan’s, at the peak of the UK epidemic in 1992, the youngest
animal found to have BSE was 20 months of age, suggesting a high infectious dose. In
2004, the age of the youngest case is 49 months. The United Kingdom reported 174
positive cases in 2003, the last complete year of data.

BT G GRS Age y?mu:?:ss)t case |Age 2nd( r¥1?1lt‘rr1]g)eSt case [Age (Zyr:'g rt;lrc:f[as;)case Ag(;e/ Igl'?:s:hcsa)se
1986 30 33 5.03 5.07
1987 30 31 9.09 10
1988 24 27 10.02 11.01(2)
1989 21 24(4) 12(2) 15.04
1990 24(2) 26 13.03 14
1991 24 26(3) 14.02 17.05
1992 20 26 15.02 16.02
1993 29 30(3) 14.1 18.1
1994 30(2) 31(2) 14.05 16.07
1995 24 32 14.09 15.05
1996 29 30 15.07 17.02
1997 37(7) 38(3) 14.09 15.01
1998 34 36 14.07 15.05
1999 39(2) 41 13.07 13.1
2000 40 42 17.08 19.09
2001 48 49 15.02 16.09
2002 48 51 16.04 22.07
2003 50 52 18.07 20.06
2004 49 53 16.03 22.07

To put the issue of BSE in context from a human health perspective, 40,000 people in
the world died from rabies in 2004 while the human death loss from vCJD declined from
18 to 9 in the UK when comparing 2003 and 2004 data. The London School of Public
Health has revised its original estimates of vCJD from 10,000,000 to less than 300. The
United States and Canada have not identified a domestic case of vCJD.

Canadian Cases

Four BSE cases of known Canadian origins have been identified:
= May 20, 2003 - 70 months old

= December 23, 2004 (case found in the United States) — 80 months old

= January 2, 2005 - 98 months old

= January 11, 2005 - 81 months old

The ages of these animals and the number of cases (4) out of a total beef and dairy
breeding herd of approximately 6.4 million head scientifically suggests a very low level
of BSE prion exposure in Canada. In comparison, Great Britain has confirmed 184,045
cases (as of 6/30/04) within a 4.6 million head breeding herd.

NCBA Canadian Trade Delegation Final Report 3



Canadian Case Details

Based on CFIA investigations (www.inspection.gc.ca), the following details are known
about each case.

= May 20, 2003 - 70 months old beef animal

= Animal was condemned at slaughter for pneumonia.

= Head was submitted for testing. Carcass sent to rendering. No part of the animal entered the
human food chain.

= The rendered material was traced to pet food and non-ruminant feed. As many as 600
operations received as bulk feed; 1,200 others received as bagged feed. Inspections
undertaken by CFIA reported that the renderer and feed mills had very good records of
compliance with the feed ban. CFIA also conducted on-farm investigations to evaluate the risk
of exposure and concluded 99 percent did not present an issue. Of the one percent, three
farms were quarantined and 63 cattle that may have eaten poultry feed were destroyed

= More than 2,700 cattle were destroyed as part of the investigation. More than 2,000 of the
2,700 were more than 24 months of age. All 2,000 were tested for BSE, and all animals tested
negative.

= |nvestigators concluded the most likely source of BSE for the infected cow was consumption
of feed containing MBM (meat and bone meal) of BSE-infected ruminant origin produced prior
to the Canadian feed ban in August 1997.

= December 23, 2004 (case found in the United States) — 80 months old dairy animal

= Animal was declared down at the slaughter facility and samples were taken for BSE testing.

= The meat from the slaughter facility was subject to a Class Il recall by USDA’s Food Safety
Inspection Service. BSE infectivity has not been found in meat, though USDA pursued a
product recall.

= The likely source of exposure was contaminated feed. The feed mill's formulae showed that
ruminant MBM was used in the ration until July 1997 and discontinued with the August 1997
feed ban.

»  Fifty-seven (57) animals were born into the birth herd from April 1996 to April 1998. Twenty-
seven (27) of these animals were traced and confirmed dead, 25 animals (including the BSE
positive cow) were exported to the United States, two were untraceable, and three remained in
Alberta.

=  CFIA’s investigation has not yielded any conclusive evidence that would link the first case with
this case.

= January 2, 2005 - 98 months old dairy cow

= Animal was identified on-farm as a downer and was submitted for testing to Canada’s BSE
surveillance program.

= No part of the animal entered the human food or animal feed supply.

= Ten (10) animals from the birth cohort have tested negative for BSE. Most of the remaining
animals have been confirmed dead or slaughtered. All calves of interest (born in 2003 and
2004 when infectivity could have been transmitted maternally, though maternal transmission is
extremely rare) died of causes unrelated to BSE.

= CFIA has confirmed the infected animal, born in 1996, was exposed to feed rations containing
MBM produced prior to the August 1997 feed ban.
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= January 11, 2005 - 81 months old beef cow
= Animal was identified on-farm and was submitted for testing to Canada’s BSE surveillance
program
= No part of the animal entered the human food or animal feed supply.
= While the investigation continues, right now there is no link between this case and the case
identified on January 2, 2005.
= CFIA reports, based on preliminary information, it is likely that the infected animal consumed
feed that was produced before the August 1997 feed ban went into effect.
Test results on 33 of the birth cohort animals are negative.

Cattle Inventory

Many estimates have been made regarding the number of Canadian cattle less than 30
months of age.

Based on tracking for more than 20 months, Can-Fax estimates:
= Approximately 900,000 head available for export

= 600,000-700,000 fed cattle

= 200,000-300,000 feeder cattle

USDA'’s economic analysis of the rule included estimates that were considerably higher,
even when taking into account the Department’s estimate reflects a 12-month period
beginning March 7 while Can-Fax and other private sector estimates are for the 2005
calendar year. Can-Fax and Cattle Fax believe the USDA fed cattle import estimate
missed the mark mainly because the Department did not fully account for the 22 percent
increase in Canadian slaughter capacity between 2003 and 2004.

The trade delegation had the opportunity to literally get a “birds-eye” view of Alberta’s
‘feedlot alley,’ flying over an estimated 700,000 head of Alberta’s 1.1-1.2 million head of
feedlot capacity. In 2002 (Canada’s last normal trade year), Alberta fed 70.9 percent of
the Canadian fed cattle population.

Can-Fax estimates Alberta feedlots are about 65-70 percent of capacity. Visual
inspection confirmed this detail. The delegation’s ability to actually count empty pens
(estimated to be roughly about 20-25%) and see a majority of examples of where pens
were at less than maximum capacity (90% is the seasonal norm) suggested that this 65-
70 percent estimate is accurate. Historically these feedlots would be at 90-95% of
capacity at this time of year. The Canadian feedyard industry can absorb an additional
250,000 to 275,000 feeders in the short term given the degree of un-utilized space the
delegation observed.

Feedlot operators indicated the number of yearling cattle in Alberta feedlots was low,
which is normal for Canadian lots; the delegation’s visual inspection of the feedlots
confirmed this report. The delegation saw and heard reports that there were a
considerable number of young heifers that went to feed and, hence, pulled out of the
breeding herd. While the delegation did not tour farm/ranch operations, sources said
there are no yearling cattle in Canada still waiting to be placed in a feedlot.
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The feedyard mix appears to have as high as 50% heifers suggesting that 2004 born
heifers were sold as feeders to offset the losses in cull cow value occurring in the same
year. Producers and feedlot operators indicated that they ‘took the hit’ financially on
these older and heavier cattle in 2003 and early 2004. The Canadian cattle producer
did not have economic incentives to grow the long-yearling population of feeder cattle

The unused capacity in Alberta’s feedlots will play an important role in the coming
weeks because several key individuals (via what was described as the largest (at 250-
300,000 head) and second largest calf traders in the province) suggested that the fall
calf “run” (marketings) were down an estimated 15-20%. The logic behind this seems to
be that producers were holding back in marketing the remainder of their light calves in
anticipation of the border opening and the convergence of United States and (improved)
Canadian feeder calf prices.

How many 2005 crop feed calves are still out there on farms (outside of feedlots)? A
definitive answer will not available until Canada’s January 1, 2005 inventory figures are
released mid-February. The following table, with estimates for 2005, was provided by
Cattle-Fax.

January 1 2000 2001 2002 2003 2004 2005
Per 1,000 head

Steers over 500 pounds 1,267 1,222 1,205 1,178