California Cotton Ginners and Growers Associations

1785 N. Fine Avenue
Fresno, CA 93727

Newsletter Sponsor: PhytoGen

PG&E cites the following reasons for the large requested
increase:

Maintaining reliability and customer service
Capital investments to replace aging infrastructure

Cost of compliance with governmental regulations

The following chart outlines the Phase | proposal from
PG&E:

Percent
Change

Revenue
Change

Current An-
nual Reve-
nues 2009

Customer Class Proposed
Revenues

2011 ($000s)

Residential $4,4934,769 $5,359,914 $425,145 8.6%
Small Light & 1,677,533 1,804,645 127,112 7.6%
Medium Light & 1,788,799 1,899,137 100,358 6.5%
Large Commercial 1,489,007 1,575,443 86,436 5.8%
Agricultural & 677,041 725,034 47,994 7.1%
Industrial 1,472,316 1,842,199 69,883 4.7%
SYSTEM 12,159,553 13,032,338 872,785 7.2%
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Val Dolcini Named to Serve as State Executive Director
for the Farm Service Agency in CA

Washington, October 20, 2009 — The Obama Administra-
tion has named Val Dolcini to serve as California State
Executive Director for the Farm Service Agency at the
USDA. “Val Dolcini has a solid understanding of the chal-
lenges and opportunities facing our rural communities
and will help build on the Obama Administration’s efforts
to rebuild and revitalize rural America,” said Agriculture
Secretary Tom Vilsack. Dolcini has served as a Senior
Manager for the Office of Government Relations in Ac-
centure LLP since 2005. Before then, he served as Lt.
Governor Cruz Bustamante’s Policy Director where he
advised on policy on agriculture, rural development, and
business issues. From October 2003 to October 004, Dol-
cini was Vice President of the California Constituent Rela-
tions office for ACS State and Local Solutions. Dolcini also
served as Executive Director of the Farm Service Agency
in California during the Clinton administration. In his two
years as FSA Director, Dolcini oversaw 200 employees in
32 country offices. He played a key role in developing the
FSA’s budget, operational plans, and personal services.
The California cotton industry wishes to congratulate to

[Reprinted with permission from the 2009 AECA Monthly our friend Val Dolcini on his new assignment.
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tives Program (EQIP) Available
Applications for the popular Environmental
Quality Incentives Pro-
gram (EQIP) are being
accepted for funding
consideration in fiscal
year 2010 from now
through January 15,
2010, at USDA Natural Resources Conservation
Service (NRCS) offices throughout California.
Conservation cost-share programs provide fi-
nancial and technical assistance to farmers and
ranchers for natural resource improvements.
Two parts of EQIP have an extended sign-up
period, the organic initiative and combustion
engine emissions reduction initiative. These
two facets of EQIP are only in their second year
and producers may need extra time to enroll.
The engine emissions reduction portion has
$13.4 million available and the organic initia-
tive has $2.4 million available. Sign-up is open
until January 29 for both special initiatives. In
fiscal year 2009, California NRCS worked with
farmers and ranchers on $77 million of conser-
vation contracts, setting a new record high in
the state. The contracts covered a broad spec-
trum of natural resource enhancements includ-
ing increasing irrigation efficiency; nutrient and
manure management on dairies; grazing land
management; riparian buffers and wildlife
habitat; wetland protection; forest manage-
ment and more. Applications for EQIP are ac-
cepted year around. However, for initial fund-
ing consideration during fiscal year 2010, appli-
cations received by January 15 will be given
first priority. To view EQIP information, visit to
the California NRCS Web site:

Association Testifies at Truck Rule Hearing —
Asks for Delay!

Association Ex-
ecutive Vice
President Roger
Isom testified this

Reporting Deadline for Agri-
cultural Trucks is March 31,
2010! For the forms, please visit
our website at www.ccgga.org.

past month at the California Air Resources
Board’s Hearing to discuss the economy and its
impact on the On-Road Heavy Duty Diesel Regu-
lation (Truck Rule). Isom was one of only two
agricultural organizations pushing for a delay in
the implementation of the rule due to the eco-

Agricultural Fleets reporting on n.omlcj
March 31, 2010 must provide the situation of
odometer reading of their vehicles as the state.
of January 1, 2010. lsom was
also one of

only two agricultural organizations (the other
being the Nisei Farmers League), calling for ARB
to “re-analyze” the science that was used to de-
velop the truck rule. This science was recently
called into question by ARB Board Member Dr.
John Telles. Dr. Telles was highlighting the re-
cent announcement that a key ARB staff person
involved in compiling the data had lied about
having a doctorate. At the meeting the ARB
Board agreed in concept with the two com-
ments. The Board directed the staff to go back
and send the science out for an independent
peer review, and directed the staff to look at
modifying the initial compliance dates, or “front
end’ of the rule to help deal with the worsening
economy in California. The staff is to conduct
workshops in February on any proposed
changes, and the board will consider changes at
their April 22" Board Meeting.


http://www.ca.nrcs.usda.gov/programs
http://www.ccgga.org/
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Tax Issues: Backup Withholding Applies to California

The State of California Franchise Tax Board has announced
that effective January 1, 2010, with limited exceptions, pay-
ers that are required to withhold and remit backup with-
holding to the Internal Revenue Service (IRS) are also re-
quired to withhold and remit to the Franchise Tax Board.
In general, backup withholding is required on payments
made by a business, individual, or government entity if a
payee does not provide or refuses to provide a correct tax-
payer identification number. Payers must withhold and
remit 7 percent of reportable income to California when
performing federal backup withholding (with certain lim-
ited exceptions). If a payer pays income to a nonresident
or to a resident at certain minimum levels as required by
the IRS, then California backup withholding is required, ex-
cept for:

Payments of interest and dividends (reported on IRS
Forms 1099-INT, 1099-DIV, 1099-0ID, and 1099-
PATR).

Any release of loan funds made by a financial institution
in the normal course of business

For more information, please contact your accountant, of
visit the Franchise Tax Board’s website at www.ftb.ca.gov.

EPA Approves California’s 1-hour Ozone Plan for the San
Joaquin Valley

The US EPA announced that it has approved California’s
plan and numerous rules to meet the federal “1-hour
ozone standard” in the San Joaquin Valley beginning in
2010. The EPA has taken final action on over 20 rules in-
cluding smog check, consumer products, and animal feed
operations to ensure that the State and Air District con-
tinue to improve air quality for the residents of the San Joa-
quin Valley. Although EPA has approved all of the rules, it
is requiring that the State and Air District do more work to
strengthen five (5) of those rules which include a fee rule
for major sources if the area fails to meet the 1-hour ozone
standard next year and a rule reducing emissions from ani-
mal agriculture (dairies, feedlots and poultry farms). If the
area meets the standard in years 2010, 2011, and 2012, the
San Joaquin Valley could be considered to be in attainment
of the 1-hour ozone standard. While this is encouraging
news, it should be noted that this notice is for the 1-hour
ozone standard. There is still the much tougher 8-hour
ozone standard that must also be attained, which will be
extremely difficult if not impossible.

Important Update ¢ Tractor Survey: The Air Resources Board is ex-
tending the deadline for providing responses to the CSU Fresno agri-
cultural off-road equipment survey from December 31, 2009 to Feb-
ruary 15, 2010. Please be sure to return you survey to your Associa-
tion. This information is critical in developing a fair and equitable
regulation based on accurate information. Without this information,
the rule to replace our agricultural equipment will be based on po-
tentially exaggerated assumptions. We need your help! If you have
any questions, please contact our office at (559)252-0684.

California Cap-and-Trade Moving Forward

The California Air Resources Board has released its first
draft of its proposed Cap-and-Trade program for green-
house gases. The draft regulation would affect large in-
dustrial facilities that emit 25,000 metric tons of CO2
equivalents. Staff is looking at expanding the regulation
to facilities 10,000 metric tons of CO2e. One of the main
concerns with this regulation will be how it distributes
emission allowances. Environmentalists would like to see
100% of the allowances auctioned off to the regulated
sources, generating revenue for their environmental jus-
tice projects, consumer energy rebates, and to incentivize
businesses to use alternative sources of energy! State
agencies also see the auctioning of emissions as an ave-
nue to raise funds to support their own budget shortfalls
and to fund climate adaptation and mitigation research
and programs. This regulation will be the most costly of
all of the AB 32 regulations and will cost California agri-
culture more for everything we consume. The entire
draft regulation can be accessed by going to
www.arb.ca.gov/cc/capandtrade/capandtrade.htm. A
second draft regulation will be released in the Spring of
2010 and the final regulation is expected to go to the
Board in October of 2010. Compliance will start on Janu-
ary 1, 2012.

Pesticide VOC Update

In May of 2009, environmental groups filed a writ in Su-
perior Court attempting to invalidate the VOC 3 regula-
tions adopted by the California Department of Regulation
(DPR) in April. As you may recall, the April amendments
re-established a 12% emissions reduction requirement
for the San Joaquin Valley after the federal appeals court
ruled that Judge Karlton was wrong in requiring a 20%
reduction. The environmental groups challenged
whether the department had appropriately followed the
California Environmental Quality Act (CEQA) in adopting
the new regulations. The respondent in the case was

DPR, and the Air Coalition Team (ACT) was an inter-

vener. In a ruling dated December 15, 2009, Superior Court
Judge (and former ARB Chairperson) Mike Kenny ruled that
DPR followed the proper procedures under CEQA and de-
nied the environmental groups’ petition. The regulations
with the 12% target will remain in place.

PG&E requests major rate increase, Ag rates may climb by
$48 million/year

On December 21, Pacific Gas & Electric Company requested
yet another major rate increase for all customers, asking
the California Public Utilities Commission (CPUC) to in-
crease rates by over S1 billion in 2011. PG&E requested
over $800 million in increases in electricity rates alone. In
their application, the utility asked the Commission to ap-
prove electricity rates exceeding $12 billion per year, which
represents an average 7.2% increase over existing 2009
rates for all customers. Under the proposal, agricultural
and water pumping customers will see rates increase by
7.1%, reflecting a total increase of nearly $48 million a
year in electricity costs to the industry. Because PG&E is a
regulated monopoly utility, they are required to get ap-
proval from the state, via the CPUC, for all rates charged to
customers. This process occurs every three years, and is
referred to as the General Rate Case (GRC). The GRC oc-
curs in two phases. Phase |, which was just filed, reflects
the total amount that PG&E believes they are entitled to
collect from customers. The CPUC is expected to rule on
this request by the end of 2010, with new rates expected
to take effect in early 2011. Phase Il, which is expected to
be filed in late March 2010, alters the rates each customers
pays, and is tied to the Phase | request. For example, for
agricultural customers PG&E will propose new demand
charges, energy charges, on-peak charges and other rate
functions that effect the rates of all agricultural and water
pumping customers. This proceeding, Phase I, is where
the Ag Energy Consumers Association (AECA) becomes
most involved in representing the interests of members. It
is expected that PG&E will request even larger rate in-
creases for agricultural customers when they file their
Phase Il request in Spring 2010. This requested increase for
PG&E only pertains to the distribution and transmission of
electricity. The commodity price of electricity is not a fac-
tor in the request. Distribution and transmission revenues
go to cover the crews, transformers, substations and other
infrastructure that deliver electricity. The generation —or
commodity — price of energy is determined elsewhere and
in generally a pass-through cost for customers of PG&E.

CLASSING AVERAGES - December 18, 2009

Bales Classed 2008 2009
CA Saw Upland 186,450 135,753
CA Roller Upland 120,275 75,834
Pima CA 328,630 All 310,101
CA Saw Upland 2008 2009
Mike Avg. 4.03 4.27
Color Grade % 21 + 70.8 35.9
Color Grade % 31 26.8 48.0
Color Grade % 41 1.9 13.2
Length Avg. 37.22 37.32
Strength Avg. 33.06 33.00
Uniformity Avg. 81.64 81.57
Leaf Distribution 1 5.6 3.7
Leaf Distribution 2 62.7 374
Leaf Distribution 3 28.5 52.1
Leaf Distribution 4 2.5 5.8
Extraneous Matter Bark - 0.1
Extraneous Matter Grass 0.1 0.2
CA Roller Upland 2008 2009
Mike Avg. 4.24 4.53
Color Grade % 21 + 35.4 40.2
Color Grade % 31 61.9 47.4
Color Grade % 41 1.05 7.0
Length Avg. 39.42 39.17
Strength Avg. 34.52 33.84
Uniformity Avg. 83.71 83.52
Leaf Distribution 1 0.9 0.8
Leaf Distribution 2 60.5 67.8
Leaf Distribution 3 36.1 30.5
Leaf Distribution 4 2.2 0.8
Extraneous Matter Prep 0.1 -
Extraneous Matter Bark 0.1 0.1
Extraneous Matter Grass 0.1 0.3
All Pima 2008 2009
Mike Avg. 4.0 4.01
Strength Avg. 41.59 41.27
Color Grade % 1's 11.6 30.6
Color Grade % 2's 83.9 54.5
Color Grade % 3's 4.1 12.9
Color Grade % 4's 0.3 1.9
Leaf Distribution 1 28.7 12.1
Leaf Distribution 2 60.7 58.6
Leaf Distribution 3 9.5 24.7
Leaf Distribution 4 0.9 4.0
Length Avg. 47.4 47.50
Uniformity Index 85.53 85.56
Extraneous Matter Prep 0.9 0.4
Extraneous Matter Bark - 0.2
Extraneous Matter Grass 0.1 0.2

No Sticky Cotton!

Cotton Up!
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