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What's New!

Assessment Audit Program Returns to Branch

Effective April 1st, the audit function for marketing
programs was transferred back to the Marketing
Branch from the Market Enforcement Branch (MEB).

The MEB provided auditing services to the marketing
programs for the last seven years. For most of this
time, Dan May has been performing assessment and
enforcement audits under the direction of Gary
Miller. Sadly, Gary Miller passed away last month
after a brief illness (see separate article in this
newsletter).

Dan transferred to the Marketing Branch and will
continue performing assessment audits. He will
report to Ben Kardokus. Ben, who joined the
Marketing Branch last year as a Senior Agricultural
Economist, has close to ten years of experience as a
senior auditor within the department.

Audit Charges

The MEB billed programs separately for audits
performed on a standardized, and tiered, cost-per-
audit basis. While this charging method helped
programs to better budget for audit costs each year, it
did not always fully reimburse the branch for all of its
costs to provide the service.
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Going forward, the Marketing Branch will be charging
for audits as it does for its other services; based on
the time spent performing each audit. This includes
Dan May’s time performing audits and part of Ben
Kardokus’ time to review audits. Calculating direct
costs for auditor time spent on each audit is
straightforward. However the branch is looking for
input on how to allocate indirect costs to the audit
program. It seems appropriate at this juncture, for a
working committee of CEOs and/or head accounting
staff from boards and councils (including those
commissions that use the department to perform
assessment audits) to review with us the audit scope,
methodology and cost accounting and charges for
performing the audits.

Ifyou are interested in participating in this group,
please email Bob Maxie at robert. maxie@cdfa.ca.gov.
We would like for the group to meet in late May or
early June to review the program.

March 10 Meeting with Secretary Ross

A meeting of CEOs for agricultural organizations was
held on March 10t at CDFA headquarters primarily
to meet the new Dean of A&ES at U.C. Davis,

Dr. Helene Dillard. Dr. Dillard was appointed to her
new post in January. Dr. Dillard is returning to U.C.
Davis after 20 years at Cornell University, where she
served most recently as Director of Cornell
Cooperative Extension. Dr. Dillard received her
master’s and Ph.D. from U.C. Davis prior to taking a
position at Cornell.



Water Quality and Supply

Subsequent to the discussion with Dean Dillard, a
meeting of the marketing program CEOs began with
Secretary Ross making some introductory remarks.

The secretary noted that research on the prevalence
of nitrates in groundwater is underway and will be a
significant issue facing agriculture.

The Secretary also reported on cabinet discussions
regarding the drought conditions facing the state this
year. She said that agriculture will likely face the
most strict water allocations in recent history. The

Secretary added that a common phrase she hears
from growers is “as long as the wells hold up”.

Rick Tomlinson reported that the Oxnard/Ventura
area will be facing critical water shortages towards
the end of next summer if the drought continues into
next year.

Volunteers Sought for New CEO Executive Committee

Bob Maxie reported that the department will be
requesting volunteers to serve on the Executive
Committee of Marketing Program CEOs. The current
committee has been serving since 2009 and worked
with the department to fine-tune the Accounting
Guidelines and compliance audit procedures.

The purpose for the committee is to provide guidance
regarding policy issues that arise in the department’s
administration of marketing programs. We envision
the committee meeting once or twice each year as the
need arises. One issue that should be looked at is if
the existing caps on lodging and meal expenses in the
accounting guidelines are sufficient or should they be
adjusted. As with the Audit Program working
committee, any one that is willing and interested in
serving on the Executive Committee should email Bob
Maxie at robert. maxie@cdfa.ca.gov. We have already
received a couple of volunteers.

New Legal Challenge to the Marketing Act

Kevin Masuhara mentioned that a lawsuit has been
filed against the department and the Processing
Strawberry Advisory Board by a processor located in
Southern California. He said that the suit raises many

of the same complaints that were included in earlier
challenges to the marketing act. The first court
hearing on the suit will be heard in October.

Open Meeting Act - Closed Sessions Participants

Another issue on the minds of all the CEOs was the
Bagley-Keene Open Meeting Act and the ruling that
alternate board members must be excluded from
closed sessions unless sitting in the stead of an
absent board member. This has been met with
strong objection by those affected. The ruling is
based on a written opinion issued by the Attorney
General’s Office a few years ago.

The primary concern of the department is the risk of
losing attorney-client privilege if non-voting
alternates attend the meeting. In a lawsuit, the
opposing legal counsel may be allowed to subpoena
non-voting alternate members who participated in a
closed session to disclose what was discussed.

Olive Oil Commission of California

In a recent referendum conducted by the branch,
producers of olives for olive oil approved the
implementation of the Olive Oil Commission of
California. Following the implementation of the
program, producers and handlers were elected to the
commission’s board of directors. The commission
held its inaugural meeting on May 8t in Sacramento.

The commission will have two primary purposes
which are to establish, under Marketing Act
authority, grade and labeling standards, and to fund
related research. The commission’s fiscal year
begins on July 1st. We anticipate the commission will
be conducting an executive search in the near future.

The commission’s authority to assess producers is
capped at 25 cents-per-gallon. In 2013, the state
produced 3.2 million gallons of olive oil.

Form 700s - Statement of Economic Interest

All Form 700s should have been filed as of April 1st
and copies should have been submitted to the Fair
Political Practices Commission. We appreciate each
program'’s efforts to ensure compliance with this



provision of the State’s constitution. For advisory
boards and councils, summaries listing those that
have/have not returned Form 700s were due to the
Marketing Branch no later than May 1, 2014.

As in years past, the branch will be sending a letter to
those board members and alternates (advisory
boards and councils) that fail to comply, removing
them from their positions if they do not return their
forms.

*

Message from Secretary Ross on the California
Grown and Visit California Partnership

At Ag Day this year, the Buy California Marketing
Agreement (CA Grown) and the California Travel and

Tourism Commission (Visit

rﬁllrﬁ\"'ﬂla California) announced an

exciting partnership to

promote the Golden State
through the food and culinary experiences that so
define us. This partnership provides California
agriculture the opportunity to collectively engage
with media, consumers and (ST -
trade on a level that will
have significant results
now and into the future. [
encourage you to help grow this partnership by
joining this exciting endeavor.

CAGROWN

These are just a few steps the partnership has taken
so far:

% Ajoint investment to promote the “California,
Always in Season” campaign - which is an
integrated paid media program with Food &
Wine magazine that also leverages the earned
media and other media platforms of Visit
California for a consumer media program valued
at more than $6 million.

< The hiring of Steve Burns by CA Grown - Steve is
a long time marketing strategist and agricultural
industry leader who will help drive, recruit and
promote this exciting campaign.

< The launching of a highly choreographed social
media strategy by CA Grown to highlight
“California, Always in Season” as well as the
great work already being done on the social
media networks by a diversity of California
agricultural groups.

< On-going retail promotions with CA Grown
signatory members in Target, Wal-Mart and
Trader Joes retail outlets.

The partnership between CA Grown and Visit
California has the great potential to market the
California brand like never before. This involves
leveraging the great work that is already being done
by agricultural entities throughout the state as well
as creating new synergies between individual
marketing efforts and the paid media campaign
orchestrated by Visit California. By being part of this
campaign - you can help make California farmers and
ranchers the next “rock stars” among consumers -
moving beyond celebrity chefs to the individuals and
stories that make California agriculture what it is
today.

[ hope you will consider joining this exciting effort
and help make CA Grown all it can be this year and
beyond. For more information about CA Grown
membership, please contact Steve Burns at
707.217.6327 or steve@odonnell-lane.com or Nick
Matteis at 916.441.5302 or nmatteis@agamsi.com.

¥

Transitions:

Ron Klamm

It is with sadness that we report Ron Klamm died on
December 27, 2013 at the age of 76. Ron managed
the California Fig Advisory Board for 46 years from
1958 to 2004. He also served as the Director of the
California Fig Institute for 45 years.

When Ron retired from the California Fig Advisory
Board, Secretary A.G. Kawamura issued a declaration
to recognize his significant contributions to California
Agriculture. Specifically, the declaration noted that



under Ron’s committed leadership the Fig Board
served as a vital component of the fig industry. The
board, under Ron’s leadership, attained many notable
accomplishments including the maintenance of a
highly credible product quality inspection program,
facilitating USDA purchases of dried fig products for
use in federal food distribution programs and
securing federal funding for the promotion of dried
figs in international markets.

In retirement, Ron loved to work in his vegetable
garden as well as collecting and showing classic cars.
He loved the L.A. Dodgers, and enjoyed watching
NASCAR on Sundays with Wanda, his wife of 54
years.

Gary Miller

Gary Miller was
a life-long
employee of the
department.
During his
career, he
worked for the
Milk Pooling
Branch as an
auditor and was
an audit
supervisor
when he
retired.

Gary Miller

After retiring, Gary returned as a retired annuitant
working part-time in the Market Enforcement Branch
as an audit supervisor until his passing last month
after a brief illness.

He is survived by his wife, Rebecca, two sons, one
daughter and six grandchildren.

The picture above reflects Gary’s demeanor in the
office throughout his career with the department and
he will be missed. We pray that Heaven'’s financial
records are in order!

Legal Update

Apple Commission

In October 1994, Bidart Bros. Inc. v. CA Apple
Commission, as filed in the Eastern District Court of
California, is stayed while awaiting resolution of the
Table Grape Commission case (Delano Farms Co., et
al. v. The California Table Grape Commission). The
Table Grape case is currently before the Fifth District
Court of Appeal following the Table Grape
Commission having been granted summary judgment
in May 2013 in Fresno County Superior Court. In the
Apple Commission case, the plaintiff Bidart alleges
that the collection of assessments for funding generic
advertising to promote the sale of apples violates its
state and federal constitutional rights of free speech
and association as well as its federal constitutional
rights of due process and equal protection.

Cherries (California Cherry Marketing Program)
In the Fall of 2012, we reported the department had
prevailed in the case of Felix Costa & Sons (Costa), et
al,, v. Lyons and that Costa had appealed. The Third
Court of Appeal has scheduled oral arguments for
June 17, 2014. The original case goes back to 2003,
when the plaintiff Costa alleged the collection of
assessments for funding generic advertising to
promote the sale of cherries violates their State
Constitutional rights of free speech and association.
In addition, they claimed that CDFA provided
insufficient inspection of harvested cherries.

Grape Rootstock Improvement Commission

In the Fall of 2012, we reported the Sacramento
Superior Court had issued a decision in favor of the
Commission in a case going back to 1995, Duarte
Nursery, Inc. v. California Grape Rootstock
Improvement Commission. In 2013, Duarte appealed
and in February 2014, this case was fully briefed in
appellate court and now awaits a decision. In this
case the plaintiff alleges that the collection of
assessments for funding the Grape Rootstock
Research Program violates its state and federal
constitutional rights of free speech and association as
well as its federal constitutional rights of due process
and equal protection.



Raisins (California Raisin Marketing Board)

In the Summer of 2013, we reported the
Department’s decision to appeal the ruling of
Sacramento Superior Court Judge Cadei in the matter
of complaints filed by four raisin grower-handlers
against the CRMB. We estimated at that time up to 2
15 years to resolve the matter. In April, the
Department filed opening briefs in this appeal,
People, ex rel. Ross v. Raisin Valley Farms, et al., no.
C074569, Third Appellate District Court in
Sacramento. Recall the handler-growers are alleging
that the collection of assessments for funding generic
advertising to promote the sale of raisins violates
State and Federal constitutional rights of free speech
and association.

In the matter of Sun Valley Raisins v. CRMB, filed
September 20, 2013, Fresno Superior Court,

no. 13CECG02866, as of March, the plaintiff Sun
Valley has filed a second amended complaint.
Attorneys for grower defendants (Moles Family
Farms, LLC, Southern Pacific Farms) have filed a
motion seeking to reassign Judge Jeff Hamilton
claiming he is prejudiced against defendants.
Attorneys for the grower defendants have also filed a
cross-complaint seeking to invalidate the marketing
order on free speech, due process and inappropriate
exercise of police power grounds. This case affects
the disposition of assessment monies totaling
approximately $194,483.

In March, in the matter of West Coast Growers, Inc.,
and Midway Farms, Inc. dba California Dried Fruit Co.
v. CDFA, filed December 13, 2013, in Sacramento
Superior Court (no. 2013-00156091), the Department
filed its response with a notice of related case (People
of the State of California ex rel. Ross v. Raisin Valley
Farms, et al.). In this case the plaintiffs seek to
persuade the court to declare the Marketing Order for
California Raisins null and void, again affecting the
disposition of grower assessments. Midway has since
remitted the disputed assessments to the marketing
order and is in the process of filing an order of
dismissal with the court.

As this newsletter was being finalized on May 14, the
Raisin Board received a check from West Coast
Growers for $301,587.75 West Coast states in a
corresponding email that the check represents the
assessment monies it held in trust for growers from
whom they buy raisins.

Marketing Order for Processing Strawberries

On January 29, 2014, the department, on behalf of the
Marketing Order for Processing Strawberries, filed a
complaint in Orange County Superior Court, case

no. 30-2014-00701794-CU-BT-CIC, for civil penalties
and injunctive relief against Frozsun, Inc., claiming
Frozsun had engaged in the illegal practice of
utilizing Grade No. 2 strawberries in the processing
of products that require usage of Grade No. 1 berries.

On February 4, 2014, Frozsun, Inc. filed suit in
Sacramento Superior Court, Frozsun v. CDFA, no. 34-
2014-00158534. This litigant is claiming that the
Marketing Order for Processing Strawberries and its
seasonal regulations are invalid because the
Secretary failed to satisfy requirements of the
California Marketing Act. This plaintiff is seeking
injunctive relief from enforcement of the Marketing
Order and seasonal regulations, and seeks to
preclude the collection of assessments from plaintiff.
This subsequent case has been stayed pursuant to an
agreement between the parties.
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Olive Oil Commission of California Contact: Jeff Colombini, Chairman
c/o CDFA - Marketing Branch (209) 608-2025

1220 N Street

Sacramento, CA 95814

May 12, 2014

OLIVE OIL COMMISSION OF CALIFORNIA SEEKS PROPOSALS FOR
MANAGEMENT

The Olive Oil Commission of California held it first organizational meeting last week.
At this meeting, there was a consensus among the Commissioners to solicit proposals
from individual contractors or management organizations, including staff from existing
agricultural commodity programs, interested in providing management and
administrative services to the Commission. The Commission has decided to open the
management selection process to anyone or any company that has experience in
managing state or federal commodity programs.

The Commission has yet to set an assessment rate for its upcoming fiscal year, but is
authorized to set a rate up to $0.25 per gallon of olive oil processed in the state. Last
year, approximately 3.2 million gallons of olive oil were processed in the state.
Activities in which the Commission will engage include: establishing olive oil grades
and labeling standards, conducting research, collecting and publishing industry
information, and engaging in government and industry relations.

Proposals should include, but not be limited to, the following:
1. Overview of current organization
2. List of staff, including their qualifications, who would be involved in
providing management services
Location of office used to provide management services
Experience managing agricultural commodity programs
5. Method and amount of compensation requested to manage organization and
its activities
6. Three client/professional references

N

Proposals to manage the organization must be submitted electronically and received
by 12:00 p.m. (noon) on May 27, 2014. All proposals must be e-mailed to Jeff
Colombini at: jeff@lodifarming.com. Proposals received after this deadline will not be
accepted. Once the proposals are received, finalists for management will be invited to
meet with the Olive Oil Commission of California’s Board of Directors on June 3, 2014.

For additional information regarding the Olive Oil Commission’s bid process or
questions regarding the olive oil industry in California, please contact Commission
Chairman, Jeff Colombini at (209) 608-2025.
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