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Why join the Independent Cattlemen of Iowa?

ICI (Independent Cattlemen of Iowa)
has been established to actively pro-
mote policy that will have a beneficial
effect on the viability of independent
cattle producers for present and future
generations.

Independent Cattlemen of Iowa is an
organization offering hope for the future
of Iowa’s independent cattle producers.

ICI is producer driven and directed,
with one-member/one-vote system for
members who own cattle.

ICI supports:
¢ Voluntary animal ID

¢ Mandatory Country of Origin La-

beling (M-COOL)

¢ Open competitive markets and
price discovery

¢ Rural economic development
through live cattle production

¢ Reasonable (common sense) envi-
ronmental laws

Membership Benefits:

¢ A voice putting the best interests
of the independent Iowa cattle pro-
ducer first

¢ Informational integrity about the
cattle industry

¢ Voting rights on referendum issues

¢ A voice for IOWA cattle producers
with a strong and effective national
contact (R-CALF USA)




RTI Study Reveals Packer Noncompliance with PSA,
Group Asks GIPSA to Investigate

Washington, D.C. (May 23, 2007) = Today, R-CALF USA delivered a letter to James Link, administrator
of the Grain Inspection Packers and Stockyards Administration (GIPSA), to request a formal investigation of a pattern of
practice by the meat-packing industry that raises concerns regarding compliance with the Packers and Stockyards Act
(PSA). These concerns were discovered during a thorough review of GIPSA’s February 2007 RTI Study, which revealed a
particular pattern of pricing for cattle transactions that appears to raise issues regarding compliance with the PSA.

“The RTI data suggest that packers have been able to manipulate the grid system to engineer a lower overall average return
to producers who sell on a grid basis, and this practice fails to send the right market signals to producers and feeders,” said
R-CALF USA Vice President/Region II Director Randy Stevenson, who also chairs the group’s marketing committee. “The RTI
data reveal an unreasonable and unfair depression of cattle prices for those producers who sell on a grid basis that is
contrary to market fundamentals, as well as being contrary to the overall theme of the RTI report.

“The fact that data reported in the RTI study shows a violation of the law is amazing,” he pointed out. “This revelation was
right under their noses, and they didn't even recognize what it meant. Academic and political conclusions were drawn
without legal expertise and a legal comparison to the requirements of the law.

“R-CALF suggests that all the conclusions of the study are invalid if they have not been based on legal expertise, which is the
same problem USDA’s Inspector General identified, and the same problem identified in the Government Accounting Office
report back in 2000 — both said there should be legal involvement sooner rather than later,” he pointed out. Now, the study
that GIPSA commissioned has demonstrated the same shortcoming.

“RTI concluded the market is not broken, yet the data in the RTI study shows otherwise,” he emphasized. “This study is
based on information provided to RTI by USDA. That information has always been available to GIPSA, yet GIPSA has never
been able to see a law violation, which highlights the problem of the lack of expert legal counsel involvement in
investigations.

“In particular, it appears from the market data analyzed and reported by RTI that there are two significant anomalies in the
prices paid by meat packers for live cattle,” the letter states. “First, it appears that the prices for cattle sold on a live weight
valuation basis are higher than the price paid for cattle that is sold on a carcass weight basis. Second, it appears that the
prices paid for cattle that sold on a live weight basis are also higher than prices paid for cattle sold on a cash grid with
quality and yield premiums and discounts. Together, it is estimated that these two price penalties for dressed weight and
grid cattle lowered revenue for producers by more than $200 million in the period studied by RTI.”

“Apparently, the RTI researchers were so busy analyzing the data USDA had requested they show, that they overlooked the
fact that their results prove that grid marketing is not sending the right signals to feeders — signals that RTI claims have huge
benefits to consumers,” Stevenson commented. “As I understand the PSA, it doesn’t matter whether this was with ‘purpose
(intent)’ or with the ‘effect.” What is significant is that the RTI results show that the grid penalized participating feeders. The
underlying impetus here is that grid marketing is a deceptive trade practice.”

The RTI study states that in direct trade transactions based on a carcass weight valuation, the average cattle price is 1.3 cents
lower than the average price for direct trade transactions with live weight valuation. Even more striking is the difference for
grid valuation transactions, where prices average 1.8 cents lower than the average price for direct trade transactions.
Assuming an average dressed weight for cattle of 781 pounds, this price differential translates into a loss of $10.15/head for
producers selling on a carcass weight basis and a loss of $14.06/head for producers selling on a cash grid basis compared to
producers selling on a live weight valuation. When this price difference is multiplied times the volume of cattle sold during
the period examined by RTI, it adds up to a total loss of $202,631,068 for producers who sold their cattle on the cash market
on a carcass weight or grid basis rather than a live weight basis.

CONTINUED ON PAGE THREE



CONTINUED FROM PAGE TWO

“These results are counterintuitive and would seem to contradict a conclusion that packer pricing behavior creates
incentives for producer quality,” Stevenson continued. “The prices a producer will receive when selling on a carcass weight
or grid basis cannot be known with certainty when a producer enters into such an arrangement. Prices under these
arrangements are lower than the average prices for cash sales on a live weight basis and reveal that pricing arrangements
for carcass weight and grid transactions fail to adequately compensate producers for the risks they take on.

“Producers may be accepting carcass weight and grid basis pricing terms that fail to reflect market fundamentals because
they lack access to the same kinds of information that packers have regarding prices, quality, yield and other market
dynamics,” he explained. “So, pricing terms that appear to provide an advantageous opportunity for producers who prize
quality and yield characteristics of their cattle may actually be depriving these producers of the full revenue they would
receive in an open and transparent market with more equal bargaining power between producers and packers.”

“These points make it imperative to get the Competitive and Fair Agriculture Markets Act passed, as it addresses these
points head-on, and we strongly believe other means likely will be insufficient,” Stevenson concluded. “The reasons that
GIPSA and RTI failed to recognize a broken market right in front of their face could be incompetence, or bias, or both. In any
case, there is a crying need for reform.”

Note: To view the letter to Link, a Q&A on competition issues — including information on the RTI Study, as well as competition reforms R-CALF USA is requesting
in the 2007 Farm Bill, visit the “Competition Issues” link at www.r-calfusa.com, or contact R-CALF USA Communications Coordinator Shae Dodson.

#HH##
R-CALF USA (Ranchers-Cattlemen Action Legal Fund, United Stockgrowers of America) is a national, non-profit organization and is dedicated to ensuring the
continued profitability and viability of the U.S. cattle industry. R-CALF USA represents thousands of U.S. cattle producers on both domestic and international trade and

marketing issues. Members are located across 47 states and are primarily cow/calf operators, cattle backgrounders, and/or feedlot owners. R-CALF USA has more
than 60 affiliate organizations and various main-street businesses are associate members. For more information, visit www.r-calfusa.com or, call 406-252-2516.
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Cattlemen's Capitol Concerns
May 31, 2007

The Cattlemen’s Capitol Concerns (CCC) is a weekly report from Washington, D.C., giving an up-to-date summary of top policy initiatives
concerning the cattle industry; direct from the National Cattlemen’s Beef Association (NCBA). Please feel free to reprint in full or in part.

USDA to Appeal Private BSE Testing: On Wednesday, May 30, USDA confirmed they will appeal a federal district court ruling, which
would have allowed Creekstone Farms to privately test its own cattle for bovine spongiform encephalopathy (BSE). The deadline to ap-
peal was, June 1. The USDA reportedly filed notice in the U.S. Court of Appeals for the Washington D.C. Circuit.

NCBA believes the judge’s opinion that "USDA does not have the authority to regulate the test" is profoundly flawed. Testing for BSE is
the role of the federal government, and extremely proactive BSE surveillance measures have been in place for decades. NCBA is
strongly opposed to private BSE testing and is disturbed by the misleading information that is now being hurled at consumers about test-
ing and handling of BSE in the U.S. What started out as a marketing proposal continues to generate erroneous press claims about beef
and BSE testing, hurting the credibility of the entire cattle industry.

Producing the safest beef in the world is the top priority of America’s beef producers. We have multiple firewalls in place that ensure this
disease does not affect our food supply. These firewalls erected over the past 20 years to protect our food supply — including the feed
ban, surveillance system and removal of specified risk material from the food supply — ensure we continue to produce safe beef for con-
sumers here and abroad. All U.S. beef sold, either domestically or abroad, is BSE free, so private testing for BSE as a ‘marketing tool’
would be meaningless and misleading to those buying U.S. beef.

Several ICI members posed the following questions after reading this article:
1) Whose best interests does NCBA care about?
2) Do they want what is good for the four big packers or independent cattlemen?

3) Do they want smaller niche markets for beef to expand or do they want to maintain the status quo?

Food for thought...

r——————————————

Join Independent Cattlemen of Iowa

I Do you own cattle? Yes No
I Check the yearly membership you desire: Name

Charter Membership $100 Company
I Regular Membership $ 35 Address

(must own cattle)

City. State Zip Code

I Associate Membership $ 35

(non-cattle owner, non-voting) Phone Fax
I Affiliate Associations $100 Email

ICI/R-CALF Membership $ 85
I ICI/R-CALF Associate $ 85

Membership

I Contributions to ICI are not tax deductible as charitable contributions. However, they may be tax deductible as ordinary and necessary business expense.
Make checks payable to ICI and mail this form along with your check or money order to:
Independent Cattlemen of lowa
PO Box 131
Maurice, IA 51036
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News in a Nutshell
By Leesa Kiewel

Will consumer attitudes toward "Made in China" shift?

Wow. The list of food shipments from China detained by the Food & Drug Administration during the last 30 days shows just how many
Chinese food imports are permeating America's food chain. On the list are dried apples preserved with a cancer-causing chemical; juices
and fruits rejected as "filthy"; prunes tinted with chemical dyes not approved for human consumption; frozen breaded shrimp preserved
with nitrofuran, an antibacterial solution that can cause cancer; swordfish rejected as "poisonous"; frozen catfish laden with banned anti-
biotics; scallops and sardines coated with putrefying bacteria; and mushrooms laced with pesticides illegal for use in the US. Agency
documents show that on top of these, more than 1,000 shipments of tainted Chinese dietary supplements, cosmetics with ingredients
dangerous to human life, and counterfeit medicines were also called into question.

Experts say change won't come easy because US companies have become so dependent on the Chinese economy that tighter import
standards threaten the US economy as well. Translated, that means the seamless flow of Chinese imports is pivotal to the commercial
interests of many US companies. Many importers say they prefer to work with Chinese companies to raise safety levels than swich to

more local suppliers.

All of this isn't just because Chinese food products are cheap. China has become virtually the only source in the world for certain ingredi-
ents and commodity additives. For example, China controls 80% of the world's production of ascorbic acid, a preservative usedin a wide
variety of processed foods. In the last decade, China has become the world's leading supplier of many food flavorings, vitamins and pre-
servatives. In 2006 China exported $2.5 billion of food ingredients to the world, an increase of 150% from 2004. China is now the world's
leader in manufacturing vanilla flavoring, citric acid and varieties of vitamin B like thiamine, riboflavin and folic acid - nutrients commonly

used in processed flour goods like Mission tortillas and Tyson breaded chicken.

Chile plans to triple beef production

The Chilean government says it is targeting long-term policy that will lead to a tripling of the nation's beef production in just three to five
years' time. Hernan Rojas, president of the Agriculture Development Institute, said the government is embarking on a plan toimprove
management of beef cattle herds through better genetics and breeding techniques focused on more homogeneous cuts and better export
quality beef with interstitial fat.

ContiGroup top shareholder of Smithfield Foods

Joseph Luter Il has been replaced as the largest non-Wall Street shareholder in Smithfield Foods - the company he founded - by Conti-
Group, a private agribusiness company. ContiGroup owned 39% of Premium Standard Farms before Smithfield Foods acquired Pre-
mium, creating the largest pork company in the world. Those shares were converted into 8.4 million shares of Smithfield stock when the
deal closed. Paul Fribourg, CEO of ContiGroup, also won a seat on the Smithfield board of directors. This is a new dimension to an old
relationship. Two years ago ContiGroup and Smithfield bought a cattle-feeding business based in the Midwest and last fall the two com-
panies announced a joint venture that involves constructing a beef processing plant in Oklahoma.

Competitive & Fair Ag Markets Act of 2007 gaining support

Otherwise known as HR2135, the Competitive & Fair Agricultural Markets Act of 2007, introduced by Rep. Leonard Boswell (D-lowa), is
gaining traction in the country. lowa Farmer's Union announced on May 21 that it is giving Rep. Boswell full backing.

The bill would make the following changes to the Agricultural Fair Practices Act: prohibit unfair, deceptive, unjustly, discriminatory and
anti-competitive practices by a person that affects that marketing, receiving, purchasing, sale or contracting of crops; provide needed
contract protections to ensure that a production contract clearly spells out what is required of the producer; prevent discrimination against
producers belonging to an organization or cooperative by removing a disclaimer clause that now allows processors, handlers orcontrac-
tors to refuse to do business with producers just because they belong to such organizations; and develop rule-making by requiring the
Secretary of Agriculture to write regulations defining the term "unreasonable preference or advantage" under the Packers & Stockyards
Act.

The act, says Boswell, would improve enforcement of existing P&S laws by designating a special counsel on competition matters whose
sole responsibility would be to investigate and prosecute violations of law. And, Boswell says, the bill strengthens producer protections by
making it easier for them to prove competition-related problems.

Thus far, 63 farm and ranch organizations have signed on to a letter supporting Boswell's legislation. The act's companion inthe US Sen-
ate (S622) contains similar provisions and was introduced by Sen. Tom Harkin (D-lowa).

Reprinted with permission from AGRINEWS; Volume 39, No. 38;
Billings, MT; June 1, 2007



R-CALF USA Fact Sheet:

Why Competition Reforms
Are Needed in the 2007 Farm Bill

Washington, D.C. (June 25, 2007) - R-CALF USA delivered the following Q&A to the Senate and House Agricul-
ture Committees today to explain why a competition title in the 2007 Farm Bill would benefit not only independ-
ent U.S. cattle producers, but also the rural communities that realize significant financial support from the largest
segment of U.S. agriculture. R-CALF USA pointed out that U.S. beef cattle operations have declined 15 percent
since 1990, with approximately 140,000 of those ceasing business by 2003. During this decade, the U.S. cattle
herd size and the U.S. calf crop dropped to the lowest levels since the 1950s. The volume of beef produced exclu-
sively from U.S. cattle fell to a 10-year low in 20085.

Q: Why is there an immediate need for competition reforms in the U.S. cattle industry?

A: The U.S. packing industry, now with only four firms controlling over 80 percent of the market, is controlling
market access and artificially lowering prices paid to U.S. cattle producers.

Q: Who gets harmed if competition reforms are not passed?

A. The estimated 800,000 independent cattle producers who raise beef cattle and depend on a competitive mar-
ket for their income will continue to be harmed, with many leaving the business, because of restricted market
access and artificially low cattle prices if reforms are not passed.

Q: How are packers lowering cattle prices?

A: When the major U.S. packers consolidated their industry, they began also to control market access. Packers
achieved this control by accumulating off-market cattle (known as captive supply cattle) to meet available plant
capacity, thus restricting plant access for independent producers who sell in the open market. However, the
price of slaughter-ready cattle is tied to the open market — a market depressed by severe access restrictions.

Q: How have packers accumulated the off-market or captive supply cattle that give them control over the
market?

A: First, the major packers own and feed their own cattle, thus reducing the number of cattle they purchase in

the open market to fill plant capacity. They also use their own cattle to control prices. When demand drives the
open market higher, packers slaughter their own cattle, thus limiting access to available plant capacity and satis-
fying demand, causing open market prices to fall.

Second, packers use market access restrictions as leverage to encourage producers to enter forward contracts
without setting a price until after the cattle removed from the market. While this gives producers access to the
market, it also allows packers to fill much of their available plant capacity without first having to bid or negotiate
a price for cattle. This reduces the demand for cattle in the open market, resulting in lower open market prices.
Packers then use the lower, open market price as the basis for pricing their un-priced, forward contracted cattle,
driving all cattle prices down.

Q: If these anti-competitive practice are really going on, every farmer and rancher that sells cattle should
be complaining, but not all of them are. Why is this?

A: Most of the 800,000 beef cattle producers do not sell directly to the packers, the point at which these anticom-
petitive practices occur. Instead, most cattle producers sell to others who feed the cattle to market weight for
several months before selling to packers. Because most producers do not have a direct marketing relationship
with the packers, they would not be expected to complain.

CONTINUED ON PAGE 1



CONTINUED FROM PAGE 6

Q: If only a small percentage of the cattle farmers and ranchers are directly impacted by these anti-
competitive practices, what’s the big deal?

A: The price of all cattle sold by the approximate 800,000 U.S. cattle farmers and ranchers, regardless of the
age of the cattle, is tied to the open market where slaughter-ready cattle are sold to packers. This open market
is established by the declining number of independent feeders that sell to packers on the open market. There-
fore, when packers lower the open market price for slaughter-ready cattle, they indirectly lower the price for
all classes of cattle sold by all cattle producers. For example, cow/calf producers are indirectly impacted as
the reduced prices for slaughter-ready cattle are partially transferred back to feeder cattle and to cow/calf
producers. In addition, the risk of not being able to timely access the market drives independent feeders out
of the business and increases the problem. This is why all cattlemen have an enormous stake in restoring com-
petition to the market for slaughter-ready cattle.

Q: What is at stake here for the entire U.S. cattle industry?

A: The stakes are worth billions. For example, when packers use these anti-competitive practices to reduce
slaughter-ready cattle prices by only 3.5 cents per pound (about $42 per head), the result is a direct, annual
transfer of over $1 billion in profits from the approximate 800,000 U.S. beef cattle producers and into the hands
of the four largest U.S. packers. This takes money out of U.S. cattle production areas, which tend to be eco-
nomically depressed, and transfers the profits to international financial centers.

Q: Do you have evidence that shows the packers are actually using anti-competitive practices to di-
rectly lower slaughter-ready cattle prices?

A: Yes. A stark example occurred in February 2006 when all four major meatpackers— Tyson, Cargill, Swift &
Co., and the National Beef Packing Co. — withdrew from the open market in the Southern Plains for an unprece-
dented period of about two weeks. The packers made minimal, to no, purchases in the open market, relying
on their packer-owned and un-priced forward-contracted cattle to keep their plants running rather than partici-
pating in the open market. As a result of the packers shunning the open market, average prices for fed cattle
fell 4.7 cents per pound (a loss of over $56 per head) during the month of February as compared to January.

Q: Evidence is one thing, but do you have any proof that the anti-competitive practices of the packers
are financially harming U.S. cattle farmers and ranchers?

A: Yes. There are two U.S. court cases in which the facts proved that packers manipulated cattle prices to the
detriment of U.S. cattle producers:

In Pickett v Tyson, producers complained that packers used anti-competitive forward contracts to manipulate
cattle prices. The jury found that producers lost $1.28 billion as a result of the packers’ practice and awarded
this amount to producers. This jury award was later overturned on technical grounds, but not the jury’s finding
that the packers had indeed manipulated cattle prices.

In Schumacher et al. v Tyson et al., cattle producers complained that the major packers used inaccurately re-
ported boxed beef prices to manipulate the price of cattle they purchased from producers. The court agreed
and awarded damages to the producers in the amount of $9.25 million.

Q: What reforms are needed to restore competition in the U.S. cattle market while still preserving op-
tions for farmers and ranchers to efficiently and profitably market their cattle?

A: We need to update the 80-year-old Packers and Stockyards Act that protects cattle farmers and ranchers
from unfair and deceptive practices of the packers in order to reflect today’s market conditions and practices.
S. 622 and H.R. 2135 do this. We also need to prohibit the practice of forward contracting without a price. S.
1017 and H.R. 2213 do this. And, we need to limit the practice of packer ownership of cattle long before the
cattle are ready for slaughter. S. 305 does this. Finally we need to protect the open market from further ero-
sion. S. 786 does this. This package of reforms would restore robust competition to the U.S. cattle market, thus
preserving opportunity, entrepreneurship and prosperity for U.S. cattle farmers and ranchers.
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Meet your directors: Howard Vlieger, ICI Secretary

Howard is a third generation
family farmer and cattleman. He
lives on the family farm with
his wife Pamela. Pam manages
the printing services office at
Northwestern College of Orange
City, Iowa. They have 3 children,
a daughter Sarah who lives in
Colorado and still owns cows at
home, a son David who owns
cows and is responsible for the
majority of the farming opera-
tion and a daughter Rachael

who is still in high school and
owns cows and is very involved
with the cattle operation. The
Vliegers are members of St. Johns
Lutheran Church of rural Ireton.
In addition to having purebred
and commercial cows the Vliegers
feed and finish premium natural
cattle. Howard is the president
and co-founder of Verity Farms
LLC. Verity Farms has a success-
ful biological crop production
program, a feed division with
high quality supplements for

feeding livestock naturally and
premium natural meat products.
Verity works with and for inde-
pendent family farmers and
ranchers to improve their soil
and the crops and livestock they
raise. Howard became involved
with ICI after seeing the need
for R-CALF USA to have a local
connection with Iowa’s cattle
producers. Iowa cattlemen need
local and national representation
by an organization to work for
and with them in the future.




