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Testimony of Carl D. Herbein, CPA
Small Delivery Cost Hearing
I am Carl D. Herbein, CPA, President and CEO of Herbein + Company, Inc. and my address is 2763
Century Blvd., Reading, PA 19610. I wish to present Surrebuttal Testimony on behalf of the Area 5 Milk Dealer
Association. I attach my Curriculum Vitae, as Exhibit D-6 which outlines my education, and experience in the

dairy industry.

Background and Purpose of Hearing
Pursuant to Bulletin 1503 the Pennsylvania Milk Marketing Board is conducting a public hearing to
receive testimony and exhibits concerning small delivery cost. The purpose of the hearing is to receive testimony
and exhibits concerning the small delivery cost and incorporation of the small delivery cost into the minimum

wholesale price buildup.

Study Conducted

On behalf of the Area 5 Milk Dealer Association, I have reviewed the cost of making small deliveries. A
small delivery in Area 5 is defined as a delivery of less than 400 points per stop. This definition includes delivery
of both controlled and non-controlled products. Cross-section dealers were asked by me to stratify their deliveries
into categories by size of delivery. One stratified group of routes had an average delivery size of less than 400
points per stop. From that stratified group of routes, representative “small delivery routes” were selected for
detailed costing. The selected routes were discussed with dealer personnel that are familiar with the delivery
function to understand the detailed characteristics of the routes to be assured the routes were in fact reflective ofa
small delivery route.

The month of October 2013 was selected as a representative month for delivering controlled and non-
controlled products to customers in PMMB Area 5. October is a representative month for study because there are
no unusual holidays that affect sales patterns, schools are in session, weather is reasonably predictable, and other

conditions are relatively normal in Pennsylvania.
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A cross-section of dealers providing small deliveries in Area 5 was chosen and is comprised of
Schneider’s Dairy, Dean — Sharpsville, United Dairy/Fike, and Turner Dairy. These four (4) dealers were studied
because they provide a significant portion of direct store door deliveries to customers receiving less than 400
points per delivery and are representative of all small deliveries made in Area 5. Cross-section dealers have
experienced significant cost increases in the delivery cost center. Upon analyzing these cost increases it has been
determined that labor, and fuel have increased significantly more on a per point basis in the undiscounted sales
area of less than 400 points per delivery than with the average and larger deliveries. This is caused by a
considerably higher concentration of fuel and wages and fringe benefits on a small delivery route than an average
route. Each route has one (1) driver and a truck that consumes fuel and with lower points on a small route the
labor and fuel is much larger per point. Driver wages, benefit costs, and fuel amount to more than 70% of the
small delivery cost.

Based upon a review of dealer route accounting information and interviews with dealer supervisory
personnel, small delivery routes were selected and information obtained for the month of October 2013. The
information utilized includes total points delivered, number of stops made by the route, miles driven, fuel
consumed by the delivery truck, depreciation expense or lease cost for the delivery truck and payroll and related
benefit information for the drivers that operate the routes selected. Additionally, other delivery expenses were
obtained from the 2013 PMMB 60 — financial report — and added on a per point basis to each route analyzed.
These expenses, in total are significant and must be included in a proper cost accounting of delivery expenses,
however they are not of the same nature to require separate accounting between small deliveries, average
deliveries, and large deliveries. These expenses are allocated proportionately (per point) to all deliveries and thus
utilizing the delivery cost center as presented in the annual PMMB 60 is an acceptable cost accounting procedure.

The individual routes that were studied for the cross-section dealers were then combined on a weighted
average basis by reflecting each cross-section dealer’s small delivery volume and comparing that with the total
small delivery volume for all cross-section dealers. This surrebuttal testimony includes modest revisions to the
route study exhibits that we presented in our first submission based on further analysis and constructive comments
from Board staff, based on their initial review of our work papers. Therefore, this surrebuttal testimony

supersedes our original pre-submission.
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Surrebuttal Exhibits

Surrebuttal Exhibit D-1 presents the cost per point to deliver controlled and non-controlled products to a
customer receiving less than 400 points per delivery. To measure this cost, we used the template developed by
Board Staff the last time small delivery studies were performed. The total cost is $0.2330 per point as determined
utilizing October 2013 cross-section dealer financial information.

Surrebuttal Exhibit D-2 presents the adjustment methodology and results when incorporating the small
delivery adjustment to arrive at an undiscounted base wholesale price. The most recent adjustment was calculated
and incorporated into PMMB’s pricing methodology when OGO A-954 was established in October 2008. Thus,
an updating of this information was necessary due to the significant increase in delivery costs that significantly
affect small deliveries.

Surrebuttal Exhibit D-3 is presented to show the effect of substituting the current small delivery cost and
updating the average delivery cost in the minimum wholesale price buildup. It shows that the adjustment would
result in a $0.0228 increase in the wholesale price based on October 2013.

Surrebuttal Exhibit D-4 is presented to demonstrate the Pennsylvania Milk Marketing Board’s minimum
wholesale price buildup and to identify the portions of this buildup that are affected by the proposed update
adjustments. Column I and Column J are the only portions of the minimum wholesale price buildup which are
affected by this proposed update and change. This exhibit reflects the Pennsylvania Milk Marketing Board’s
minimum wholesale price buildup for the most recent Cost Replacement Hearing.

Surrebuttal Exhibit D-5 and D-5A is presented to demonstrate the extreme lack of profitability
experienced by Pennsylvania’s regulated milk dealers. These exhibits were previously submitted to the Milk
Marketing Board and it is my opinion based on my review of the vast majority of PMMB 60s filed for the year
2013 and my work on behalf of a number of dealers this year to identify sources of profitability shortfalls, that the
more recent profitability performance is even less successful than Surrebuttal Exhibits D-5 and D-5A reflect.
This update is very important to the dealers both for the margin improvement that it can produce but also because

[ have determined that the dealers’ profitability issues are not due to non-controlled sales, which is reinforced by
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Surrebuttal Exhibit D-5A but which is also the result of my review of many out of state accounts and tea and
drink pricing on behalf of a number of the dealers this year.
Other Factors

Based upon the results of the above described analysis 1 am bolstered in my opinion that the costs
associated with small deliveries have increased significantly faster than the average delivery costs experienced by
the Area 5 Dealers. This increase in cost when combined with the Board’s methodology for the development of
the minimum wholesale price has contributed significantly to the deteriorated profit margin experience by
Pennsylvania’s milk dealers. T have previously presented an exhibit (PMMB Statewide Profitability) on profit
and loss information, which supports this fact and now is attached as Surrebuttal Exhibit D-5.

Index-Based Analysis

Following consultation with PMMB staff I determined that testing our route study results with an index-
based analysis would be helpful. I have now seen staff’s final recommendation and while I agree that an index-
based update could work, and while Board staff and I have generally followed the same methodology — (i)
determine the labor component of small delivery as a percentage, (ii) update it using BLS statistics, and (iii)
update other costs by measuring the change in average delivery over time, I am of the strong opinion that Board
staff’s approach to steps 1 and 2 is fundamentally flawed.

Analytical Approach Utilized

The analysis begins with determining when the small delivery adjustment was last verified by PMMB.
The year of most recent verification for Area 5 is 2007, which is the year used for the General Price Hearing when
the last small delivery studies were performed.

It was then necessary to segregate the costs for updating and then to apply the appropriate index. As I
mentioned, labor is by far the largest component of a small delivery cost. By analyzing the dealer Surrebuttal
Exhibits D-1 for each PMMB Area (1 — 6), I found that 57% of the small delivery cost relates to labor and related
fringe benefits. Surrebuttal Exhibit D-8, Labor Analysis demonstrates the calculation of this 57%. This number
is consistent with what I would have expected based on my consulting work for dealers, including my profitability
studies performed on behalf of individual dealers, but I went beyond that calculation to test this analysis since

Board staff has presented a much lower, and in my opinion incorrect, percentage at 47 percent.
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Surrebuttal Exhibit D-8A is presented to show the percentage of labor and fringe benefit costs as percent
of total small delivery costs for route studies conducted at the cross-section dealers for this hearing. These routes
are a subset of the routes presented in Surrebuttal Exhibit D-1 because they represent the routes that were jointly
selected by PMMB staff and Herbein + Company in consultation with the cross section dealer. Using the Staff-
developed template for these routes I was able to segregate the labor component, including wages, fringe benefits
and workers comp, from the other costs just like I did for the entire cross-section in Surrebuttal Exhibit D-8. The
benefit of this analysis is that the Board can be confident that these routes are reflective of small delivery routes
that their own staff agreed were appropriate for study. The resulting simple average of the routes jointly selected
is that the labor component comprised 60.5% of the small delivery costs. This is clearly supportive of the
statewide calculation of 57% presented on Surrebuttal Exhibit D-8 and supports my opinion that Staff’s 47%
calculation is far too low.

As a footnote to Surrebuttal Exhibit D-8A, T wish to advise that as to the routes that were not jointly
selected, the PMMB staff was advised of the routes selected by dealer representatives and staff of Herbein +
Company well in advance of the filing deadlines. Herbein + Company also provided all supportive work papers
and it was our understanding that PMMB staff was going to raise questions as to the routes selected with the
dealer representatives and Herbein + Company if further field work was needed. A request to proceed with a
secondary selection was not received, which appears to be because of this alternative method presented, but I wish
for the Board to know that cooperation was ongoing. More importantly, I stand by the route studies and the
results presented in Surrebuttal Exhibits D-1, D-2, and D-3. All routes were selected using the same method used
when Board staff was physically present. The costs were measured using the template developed by Staff for the
General Price Hearings. And of great importance to my opinion, the resulting analysis was right in the ballpark
of what T would have expected. The results passed the smell test based on my experience tearing apart the
financials of ailing dealers this year. And of great solace to me, the route study results are bolstered by the cross
check of the properly applied index method.

Support for updating 57% of the small delivery cost as labor also comes from the last round of small
delivery studies where this Board adopted the results of joint studies between Staff and Herbein & Company at

the last General Price Hearings. Surrebuttal Exhibit D-8B presents labor and fringe benefit costs as a percentage
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of total small delivery costs as determined at the cross-section dealers as part of the most recent General Price
Hearings. The routes included in the small delivery study at that time were jointly selected by PMMB staff and
Herbein + Company in consultation with the dealers. The cross-section listed above does not include all dealers
studied, as it reflects the Staff work papers from those General Price Hearings that I was able to find in my file
following my review of Staff’s rebuttal testimony and exhibits. In my opinion, they are very representative of
small delivery costs as they existed at the time of the most recent General Price Hearings and they can serve as a
further test to demonstrate that Staff’s proposed 47% labor component is far off the mark of what has been the
case historically and what is the case today. The results of this analysis 59.7% are clearly supportive of the
statewide calculation presented on Surrebuttal Exhibit D-9 of 57%.

Based on this analysis and my working knowledge of the costs associated with a small delivery, I
conclude that Board staff’s use of 47% is not appropriate and explain further below additional reasons for this
conclusion.

This 57% is then applied to the existing small delivery to determine the portion of this cost that is labor.
This is shown on Surrebuttal Exhibit D-7 — $0.1216 of the small delivery costs of $0.2134 from 2007 must be
updated based on the appropriate index. The result of that calculation is what must then be updated.

Board staff suggested in rebuttal that the U.S. Bureau of Labor Statistics could be used to update the labor
cost. The U.S. Bureau of Labor Statistics maintains and publishes significant economic data concerning labor

costs in the United States. This information is found at www.ncsinfo@bls.gov and www.bls.gov/ect. I have

reviewed hundreds of pages of statistics from this website and have verified my understanding of the various
indices in discussions with the point person for public inquiries at BLS. Surrebuttal Exhibit D-11 reflects the
information that I conclude must be utilized to update the labor portion of small delivery. The information
utilized in this analysis is taken from the Transportation and Material Moving category reflected on Table 1, page
10 of the “Employment Cost Index Historical Listing — Volume III — April 0214 — U.S. Bureau of Labor
Statistics”. This statistic includes milk delivery drivers (just as the Staff’s statistic does) but unlike Staff’s chosen
index, the one I use includes labor as well as fringe benefits and overtime, which are included in the labor

component of small delivery based on Staff’s own template. As explained further herein, it is my opinion that
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Board staff has used the wrong statistic in its rebuttal filing; it fails to reflect the increases overtime of these other
major categories of the labor component of the small delivery cost.

Utilizing the BLS Index that existed in 2007 and comparing that with the same index for 2014 it can be
determined what increase in labor cost has occurred. The Area 5 calculations are shown on Surrebuttal Rebuttal
Exhibit D-7 and the increase amounts to 16.67% over more than six (6) years. This results in an updated labor
cost of $.1419 per point shown on Surrebuttal Exhibit D-7.

The next step in this analysis is to determine the increase in other costs included in the small delivery
adjustment and these costs are fuel, depreciation or lease expense, other delivery expenses, service center costs
allocated to delivery and plant to depot costs when incurred. I agreed with Board staff that the most reasonable
and acceptable method of estimating this increase is by calculating the percentage of increase which has occurred
in the average delivery cost from the time of the existing General Order to the average delivery cost for the cross-
section dealers for the year ending December 31, 2012. By making this calculation for all six (6) areas (1-06)it
has been determined that the average delivery cost increased 13.22% over this more than six (6) year period.
Surrebuttal Exhibit D-9 demonstrates the calculation of the 13.22%. By applying this increase to the costs other
than labor for Area 5 Surrebuttal Exhibit D-7 shows that these other costs are now $.1039 per point. This amount
is added to the adjusted labor cost and the calculated small delivery cost using this updating method is $.2458 per
point. This economic calculation can then be compared to the dealer Surrebuttal Exhibit D-1 for Area 5 which
shows a cost of $.2330 per point. In my opinion, the statistical updating method is supportive of my route study
results.

Statewide Averages

Surrebuttal Exhibit D-8 and Surrebuttal Exhibit D-9 demonstrate calculations of statewide averages for
labor and non-labor expenses. The Area 5 dealers recommend that the use of statewide averages is a preferable
way of determining the amount of wages included in the small delivery cost and also in determining the increase
in the average delivery. The utilization of these labor and non-labor statistics on an area by area basis show
significant variance which may be caused by slightly different accounting classifications in the dealer cross-
sections. By utilizing statewide calculations these differences are moderated and the resulting statewide average

is clearly within the economic parameters for these categories.
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Surrebuttal Exhibit D-10 compares the results of the route studies performed and presented by Herbein +
Company to the results of the index-based updating method just described. It can be seen that the difference per
point between the two approaches is less than $.01 per point. The result of all of the exhibits and related analysis
indicates a strong and urgent need to update the small delivery portion of the Pennsylvania Milk Marketing
Board’s pricing formula. I believe either updating method presented here would be appropriate and urge the
Board to choose one due to the urgent need to improve the efficacy of the system. For the reasons discussed
herein and below, I urge the Board not to adopt the Staff’s indexing, which fails to reflect the evidence-based
reality of small deliveries.

Board Staff Exhibits

I have reviewed Board staff’s testimony and related exhibits and disagree with Staff’s approach in two
key respects and also wish to explain why the Board can and should utilize the route study information presented
herein.

As I mentioned, I agree that the use of the U.S. Bureau of Labor Statistics to present an alternative
method for PMMB Board’s consideration is a reasonable alternative to route studies given the exigency of the
circumstances and the fact that indexing has been used in the past to accomplish updates.

However, | disagree with the Staff in two key respects. Staff Exhibit 1 is a properly presented summary
of all costs for all cross-section dealers throughout the state for the delivery cost center. However, I do not
believe that this summary can be used to calculate the labor component specific to small delivery. First of all, I
do not believe that this data has been fully audited. If not, then I would expect that cost allocations may be off
pending audit. So the compilation is not necessarily geared towards this use. Furthermore and most significantly
in my opinion, the calculation performed which shows a wage related cost of 47.44% of all delivery costs is
flawed because the wage and other costs captured by Board staff in this calculation includes all size of deliveries
and this distorts significantly the results of the calculation needed for small delivery adjustment. The factual
background to this comment is that the labor and related component of small delivery is far larger than it is on a
large supermarket tractor trailer type delivery. When one considers that these two (2) types of routes both have
one (1) driver and their related fringe benefits and the volume of delivery is 12,000 points on a small delivery

truck and 24,000 points on a tractor trailer it is quite clear that the wage component of a small delivery is far
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larger. Surrebuttal Exhibit D-8 is a calculation of wages and benefit costs for small deliveries. This calculation
removes the distortion of combining all routes. Board staff can disagree with the selection of individual routes,
however the separation by cross-section dealers of their routes into undiscounted routes (small delivery) and all
others has not been questioned and that is the source of the details and calculations which appear on Surrebuttal
Exhibit D-8. I recommend that the statistical analysis performed should utilize 57% as the labor component
which requires updating.

Staff Exhibit 3

The information utilized by staff is based simply upon the change in hourly rates and ignores significant
other costs which have changed in a much more dramatic fashion than the base hourly rate (see Surrebuttal
Exhibit D-12, page 4). Surrebuttal Exhibit D-11 presents a more comprehensive economic statistic as it includes
wages, salaries, and employer costs for employee benefits as well as overtime. Page 21 of Surrebuttal Exhibit D-
11 reflects this footnote disclosure. Additionally, page 4 of Surrebuttal Exhibit D-12 reflects Q&As to explain
what is included in wages — the very statistic used by Board Staff and it explains that the statistic used by Board
staff only includes wages and salaries based on a 40-hour week. That means that the Staff’s statistic does not
reflect overtime pay which is a huge component of the labor component for deliveries. Nor does the statistic
reflect fringe benefits associated with labor also a huge factor that I know has risen faster than wages based on my
involvement with negotiations with labor unions during the past year on behalf of milk dealers. As a result,
Staff’s statistic is incomplete and would understate the increases in labor costs since the last small delivery study.

I recommend that the Bureau of Labor Statistics reflected on Surrebuttal Exhibit D-11 and utilized in
Surrebuttal Exhibit D-7 be adopted by the Board if the Board chooses the statistical update method. These
statistics have been properly applied to the time period from the Base Order study period to current and to utilize

Staff Exhibit 3 seriously understates the increase in labor and related costs which we now need to update.

General Comments
I agree with Board staff’s comments that Official General Order A-954 is not operating in a manner that
fully addresses the percentage discount increase in an increasing price environment. PAMD agrees that this

situation should be addressed, however the dealers highly recommend that the requested small delivery
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adjustment and the Cost Replacement Hearings be the first order of business due to continued cost increases
which are coupled with decreases in controlled product sales causing severe profitability problems for

Pennsylvania’s regulated fluid milk industry.

Summary and Recommendations
The Area 5 Milk Dealer Association recommends that the Pennsylvania Milk Marketing Board update
and adjust the minimum wholesale price buildup to include the small delivery cost of either $0.2330 per point
(Surrebuttal Exhibit D-1) or $.2458 (Surrebuttal Exhibit D-7) and also update the average delivery cost to $0.1039
per point. This update and adjustment is necessary to reflect updated costs and will contribute significantly to
improving dealer financial performance, which in many cases is negative. Thank you for your consideration of

my analysis, exhibits and opinions.
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Pennsylvania Milk Marketing Board Wholesale Price Buildup

PMMB Statewide Profitability

Dealer Profitability Analysis

Carl D. Herbein, CPA Curriculum Vitae

Area 5 Indexing Small Delivery Analysis

Labor as Percentage of Small Delivery Cost — October 2013 All Cross-sections

Labor as Percentage of Small Delivery Cost — October 2013 Routes — Select
Routes
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Non-labor Analysis — Statewide Calculations
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U.S. Bureau of Labor Statistics — Employment Cost Index Historical Listing

Frequently Asked Questions - Source: U.S. Bureau of Labor Statistics



Schneider’s Dairy, Dean — Sharpsville, United Dairy/Fike, and Turner Dairy
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SMALL DELIVERY COST
Area 5

October 2013

Cost

Per

Point
Fuel $.0196
Depreciation or lease expense .0070
Driver wages and benefit costs' 1269
Other delivery expenses’ 0375
Service cost centers allocated to delivery .0357
Plant to depot costs .0063

Total cost per point  $.2330

! Includes payroll taxes, workmen’s compensation
insurance, employee health benefit costs, pension
costs, uniforms and other employee relations
expenses.

2 Includes repairs and maintenance, tires, supplies,
license, tolls, and other delivery costs.

EXHIBIT D-1



EXHIBIT D-2

SMALL DELIVERY COST ADJUSTMENT
Area$§
October 2013
Schneider’s Dairy, Dean — Sharpsville, United Dairy/Fike, and Turner Dairy

Cost Per
Point

Less: average delivery cost — OGO A-954 — CRO4 $(.1305)
Add: small delivery cost 2330

Adjustment $.1025

Current order OGO A-954 average delivery $.1166/point ($.4664/gallon)

Current order OGO A-954 small delivery $.2134/point ($.8536/gallon)
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SMALL DELIVERY COST
Effect of Adjustment
Area 5 — Whole Milk Gallon

October 2013

Schneider’s Dairy, Dean — Sharpsville, United Dairy/Fike, and Turner Dairy

Pennsylvania Milk Marketing Board Wholesale Price Buildup

Attachment 4 —- OGO A-954 — CRO 4

Current

Column H - Exhibit D-4
Less: average delivery
Add: small delivery

Proposed
Column H — Exhibit D-4

Less: average delivery (.1305 x 4)
Add: small delivery (.2330x 4)
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$3.5138
(.4664)

.8536

$3.9010

$3.5138
(.5220)

.9320

$3.9238

EXHIBIT D-3
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SURREBUTTAL EXHIBIT D-§

PMMB STATE-WIDE PROFITABLITY
WHOLESALE DISCOUNT HEARING

Lehigh Valley Dairies — Lansdale, H.P. Hood, Wawa, Balford Farms, Clover Farms, Turkey Hill,
Swiss Premium, Lehigh Valley Dairies — Schuylkill Haven, Schneider valley Farms, Guers Dairy,
Pocono Mountain, Galliker’s Dairy, Harrisburg Dairies, Rutter’s, Turner Dairy, United Dairy — Fikes,
United Dairy — Martins Ferry, Dean Foods — Sharpsville, Dean Foods — Meadow Brook,
and Schneider’s Dairy

COMPARATIVE INCOME STATEMENT SUMMARY

2011 2010 2009

Net Sales $ 2,068,609,849 $ 1,914,710,984 $ 1,707,884,295
Cost of goods sold 1,450,984,570 1,283,936,406 1,063,716,907
Gross margin $ 617,625,279 $ 630,774,578 $ 644,167,388
29.9% 32.9% 37.7%

Cost center costs 594,857,657 582,747,350 584,449,070
Operating income $ 22,767,622 $ 48,027,228 $ 59,718,318
1.1% 2.5% 3.5%

Submitted: June 26, 2014 (originally submitted September 25, 2013)



SURREBUTTAL EXHIBIT D-5A

DEALER PROFITABLITY ANAYLSIS

WHOLESALE DISCOUNT HEARING

Lehigh Valley Dairies — Lansdale, H.P. Hood, Wawa, Balford Farms, Clover Farms, Turkey Hill,
Swiss Premium, Lehigh Valley Dairies — Schuylkill Haven, Schneider valley Farms, Guers Dairy,
Pocono Mountain, Galliker’s Dairy, Harrisburg Dairies, Rutter’s, Turner Dairy, United Dairy — Fikes,
United Dairy — Martins Ferry, Dean Foods — Sharpsville, Dean Foods — Meadow Brook,
and Schneider’s Dairy

2011
All Twenty Ten Dealers With

Cross Section Mostly PMMB Price

Dealers (A) Controlled Sales (B)
Net sales $2,068,609,849 $1,033,830,890
Cost of goods sold $1,450,984,570 $729,141,204
Gross margin $617,625,279 $304,689,686
29.9% 29.5%
Cost center costs $594,857,657 $305,252,412
Operating income $22,767,622 ($562,726)
1.1% -0.1%

(A) Corresponds to PAMD Exhibit D7 (submitted August 23, 2013)

(B) Eliminates six (6) dealers from the cross-section that sell more than
60% of their milk sales outside Pennsylvania and eliminates four
(4) dealers that have more than 40% of their bottling points from
non-dairy packaging (juices, drinks, and teas).

Compares statewide profitability to ten (10) dealers with mostly
PMMB price controlled sales.

Submitted: June 26, 2014 (originally submitted September 25, 2013)



Carl D. Herbein, CPA
Curriculum Vitae

EDUCATION
Elizabethtown College — B.S. Degree in Accounting (1968)
Delta Mu Delta — National Honor Society — Co-captain Cross Country Team

EMPLOYMENT

Herbein + Company, Inc., Reading, PA
October, 2004 to present
President and CEO

July, 1985 to October, 2004
Managing Partner

1974 to June, 1985
Partner
Reading, PA

Carl D. Herbein, CPA — Reading, PA
1972 to 1974

Ernst & Young, Reading, PA
1967 to 1972
Staff/Senior Accountant

PROFESSIONAL AND CIVIC ASSOCIATIONS AND DESIGNATIONS
CPA — Commonwealth of Pennsylvania (1971)

Member — American Institute of CPAs — Council (1990 — 1991)

Member — Pennsylvania Institute of CPAs — President (1988 — 1989)

Firm Member — PKF North American Network — Board of Directors (1993 — 1994)

Chairman — Reading Redevelopment Authority (1992 — 1998) Board of Directors (1984 — 1998)

Board Member
e  Greater Berks Development Fund (1995 — present)
e  Berks County Convention Center Authority - Treasurer (1996 — present)
e  Alvernia University (2012 — present)

Berks County Chamber of Commerce (1980 — present)
e  Chairman of the Board (1994 — 1996)
e  Treasurer (1992 — 1993)
e  Treasurer (2007-2009)

Greater Reading Economic Pattnership (2005 — present)

Elizabethtown College
e  Board of Trustees (1987 — 1992)
e  Chair — Leadership Council (2007 — 2009)

Berkshire Country Club
e Board of Directors and Treasurer (October 2001 —2007)

C.H. Briggs Hardware, Reading, PA
Member of Board of Directors
2008 to 2012

Submitted: June 23,2014

EXHIBIT D-6



EXHIBIT D-6

Carl D. Herbein, CPA

PUBLICATIONS
"Product Costing In A Volatile Environment,” which appeared in the National Ice Cream Mix Association, Inc. publication

“Milk Costing and Regulation - Is There a Conflict?” which appeared in the 2003 International Association of Milk Control
Agencies’ publication

"Benchmarking,” which appeared in the August 2004, 422 Business Advisor
“Financing Agribusiness Growth”, which appeared in the Pennsylvania CPA Journal

“Processors Improve Profits With Benchmarking”, which appeared in the October 2011, Dairy Foods Magazine

COMMUNITY AWARDS

2006 Eugene L. Shitk Community Builder Award
2010 Corporate Honoree — March of Dimes

2012 Franciscan Award — Alvernia University
2013Business Weekly Unity Award

2014 YMCA Champion of Youth

EXPERT REPORTS, DEPOSITION AND TESTIMONY

COURT AND OTHER TESTIMONY

Montana Department of Agriculture — Testimony concerning Montana Milk pool. (hearing held July 23, 2008)
State of Vermont — Expert testimony concerning establishment floor price — raw milk. (hearing held October 9, 2008)

Windsong Farms v. Telemark — Expert testimony — lender liability November 17, 2008

Niagara Milk Cooperative, Inc. v. Thomas J. Krenzer et al. — determination of fair value of dissenter’s interest February 23,
2009

State of New Jersey Department of Agriculture — Expert testimony - Farmer premium establishment. (hearing held November
19, 2009, December 17, 2009 and January 28, 2010)

Sweetwater Valley Farm, Inc. v. Dairy Farmers of America, Inc. — June 15, 2010
Bross v. Bross — domestic matter. Testimony October 16, 2010.

Van Peenen Dairy, Inc. v. Tuscan/Lehigh Dairies, Inc. - contractual dispute, November 22, 2011
Nicholas Meat Packing Co. v. Brigandi, Gleghorn and Associates — August 20, 2011 and July 2013.
Supports Coordination Organization Modeled Rate Review — payment rate dispute - July 15, 2013.
Allen S. Fisher, et. al. v. Dominion Transmission, Inc. — crop damage — loss calculation — October 2013.

DeVries Dairy v. White Eagle Cooperative Association — expert testimony — economic discrimination — October 2013.

Submitted: June 23,2014



EXHIBIT D-6

Carl D. Herbein, CPA

COMMONWEALTH OF PENNSYLVANIA MILK MARKETING BOARD APPEARANCES

2007
Expert witness appearing on behalf of dealer association concerning licensee to licensee discounts.

Expert witness appearing on behalf of dealer association concerning cost replacement hearings for Areas 1,2, 3,4, 5, and 6.
2008

Expert witness appearing on behalf of dealer association concerning cost replacement hearings for Areas 1,2,3,4,5,and 6.
Expert witness appearing on behalf of dealer association concerning bulk milk cream, shrinkage, producer premium related to
recombinant bovine growth hormone, and milk prices and percentage discounts.

2009

Expert witness appearing on behalf of dealer association concerning cost replacement hearings for Areas 1,2, 3,4, 5 and 6.
Expert witness appearing on behalf of dealer association concerning emergency hearing related to level of Class I Over-order
Premium.

2010

Expert witness appearing on behalf of dealer association concerning formula for calculating the Over Order Premium.

Expert witness appearing on behalf of dealer association concerning cost replacement in Area 4 and Area 5.

2011
Expert witness appearing on behalf of dealer associations concerning cost replacement in Areas 1,2, 3, 4, 5, and 6.

2012

Expert witness appearing on behalf of dealer associations concerning multi-store discounts in Area 5 and Area 6.

Expert witness appearing on behalf of dealer associations concerning Over Order Premium duration and level.

Expert witness appearing on behalf of dealer associations concerning cost replacement in Areas 1, 2, 3,4, 5, and 6.

2013

Expert witness appearing on behalf of dealer associations concerning wholesale milk discounts in Areas 1, 2, 3, 4, 5, and 6.
Expert witness appearing on behalf of dealer associations concerning over-price premium in Areas 1, 2,3, 4, 5, and 6.
Expert witness appearing on behalf of dealer associations concerning cost replacement in Areas 1, 2, and 5.

2014

Expert witness appearing on behalf of dealer associations concerning cost replacement in Areas 1,2, 3, 4, and 5.

Expert witness appearing on behalf of dealer associations concerning cost replacement in Areas 3, 4, and 6.

Submitted: June 23,2014



SURREBUTTAL EXHIBIT D-7
INDEXING SMALL DELIVERY ANALYSIS
Area 5
BLS statistics:
2007 103.2

2014 120.4
17.2 +103.2=16.66%

Labor factor 57%
Per Point
Small delivery - 2007 $ 0.2134
x .57
0.1216
x 1.1667
0.1419
Other cost adjusted ("Other costs" - source D-9)
2007 small delivery 0.2134
less labor (0.1216)
0.0918
increase in average delivery x  1.1322
2007 - 2012 0.1039 0.1039
$ 0.2458

Submitted: June 26, 2014



SURREBUTTAL EXHIBIT D-8

LABOR AS PERCENTAGE OF SMALL DELIVERY COST
Ocotober 2013 Routes - All Cross-sections

Statewide Calculations

Driver wages and benefit costs: Total small delivery cost:
(Source D-1)

Area | $ 0.1653 Area 1 $0.2703
Area 2 $0.1877 Area2 $0.2384
Area 3 $0.1172 Area3 $ 0.2418
Area 4 $0.1615 Area 4 $0.2702
Area 5 $ 0.1269 Area 5 $0.2330
Area 6 $0.1134 Area 6 $ 0.2756

$ 0.8720 $ 1.5293

Summary

$.8720 + 1.5293 = 57%

Submitted: June 26, 2014



SURREBUTTAL EXHIBIT D-8A

LABOR AS PERCENTAGE OF SMALL DELIVERY COST
Select October 2013 Routes

Cross-section: Schneider's Dairy, Turner Dairy, Clover Farms, and Galliker's Dairy

Labor and fringe benefit cost on a % of total small delivery cost: Routes'
.6164
.6050
5015
7786
7045
5380
.5420
5520
4.8380

4.8380 +~ 8 = 60.5%

! Note: Route selections done jointly by dealer, PMMB staff and Herbein + Company.
Routes 127, 128, 346, 65, 120, 134, 144, and 43 are reflected in the above
calculations.



SURREBUTTAL EXHIBIT D-8B

LABOR AS PERCENTAGE OF SMALL DELIVERY COST
2007 / 2008 Routes

Cross-section: Schneider's Dairy, Turner Dairy, Clover Farms, Harrisburg Dairies, and Galliker's Dairy

Labor and fringe benefit cost on a % of total small delivery cost: Route'

.5400
5544
.6083
.5400
5011

3400

3.5838

3.5838 + 6=59.7%

! Note: Route selections done jointly by dealer, PMMB staff and Herbein + Company.
Routes 2, 34, 322, 128, 9, and 66 are reflected in the above calculation.
These route costs were used in the development of the small delivery cost
utilized in the most recent General Price Hearings.



Base Order average delivery
Current average delivery (12.31.12)

% of cost increase

Total area % increase

State average

Submitted: June 26, 2014

NON-LABOR ANALYSIS
Small Delivery

Statewide Calculations

Area l Area 2 Area 3

SURREBUTTAL EXHIBIT D-9

Area 4 Area s Area 6

$0.1161  $0.0772 §$0.1071
$0.1267 $0.0839  §$0.1248

9.13% 8.68% 16.53%

79.30 + 6 =13.22%

13.22%

$0.0927 $0.1166  $0.1219
$0.1088 $0.1305  $0.1410

17.37% 11.92% 15.67%



SURREBUTTAL EXHIBIT D-10

ROUTE STUDY vs. STATISTICAL ANALYSIS

State Average
Route Statistical
Study Analysis
Area 1 $ 0.2703 $ 02697
Area 2 $ 0.2384 $ 0.2397
Area3 $ 0.2418 $ 0.2340
Area 4 $ 0.2702 $ 0.2384
Area 5 $ 0.2330 $ 0.2458
Area 6 $ 0.2756 $ 0.2451
$ 15293 + 6=2$0.2579 $ 14727 + 6=2350.2455

Submitted: June 26, 2014



SURREBUTTAL EXHIBIT D-11

Employment Cost Index é BI S

Historical Listing — Volume IlI ,
U.S. BUREAU OF LABOR STATISTICS

April 2014 www.bls.gov

Current Dollar, March 2001-March 2014 (December 2005=100)

The estimates from 2001 to 2005 in this listing are not official; they are presented only to aid users in interpreting the
industry and occupational classification systems that were introduced in March 2006.

Table # Page
Seasonally Adjusted
Civilian, Private industry, and State and local government
1 Compensation; by occupational group and iNAUSERY ... 3
2 Wages and salaries; by occupational group and industry ... 22
3 Benefits; by occupational group and INAUSTIY.....cceciminiii s 40

Not Seasonally Adjusted

Compensation

4  Civilian; by occupational group and iNAUSTIY ...ccooirienn i 44
5 Private industry; by occupational group and iNAUSTIY ... s 53
6 Private industry; by bargaining status, census region and division, and metropolitan area status..........c........ 77
7  State and local government; by occupational group and INAUSEIY .......coviuerninimsmii e 84

Wages and salaries

8 Civilian; by occupational group and INAUSTIY .....uerseimeesisiiimiiii s s 89
9  Private industry; by occupational group and iNUSTIY ..., 99
10 Private industry; by bargaining status, census region and division, and metropolitan area status................. 123
11 State and local government; by occupational group and iNdustry ... 130
Benefits
12 Civilian, Private industry (by occupational group, industry, and bargaining status), and
State aNd 10Cal GOVEINIMENT.....c.iuiemreerriiriiete e LR bRt 135
Areas
13 Private industry (total compensation and wages and Salaries) ... 141

This is the third volume of five historical listings for the Employment Cost Index. The other four are:
i. Current Dollar, September 1975-December 2005
Il.  Constant Dollar, September 1975-December 2005
IV. Constant Dollar, March 2001-current reference period
V. Continuous Occupational and Industry Series, September 1975-current reference period
The listings are available at www.bls.gov/ect/#tables

Office of Compensation Levels and Trends ¢ NCSinfo@bls.gov ¢ www.bls.gov/ect * 202.691.6199

Submitted: June 26, 2014



-10- SURREBUTTAL EXHIBIT D-11

Table 1. Employment Cost Index for total compensation’, by occupational group and industry —
Continued

(Seasonally adjusted)

_ Percent changes for
] . Indexes (Dec. 2005 = 100) 3-months ended—
Occupational group and industry
Mar. | June | Sep. Dec. Mar. | June | Sep. Dec.
Production
BO0B il i i 100.3 | 100.9 | 101.6 | 102.2 0.2 0.6 0.7 0.6
2007 .. 102.0 | 102.7 | 103.2 | 104.1 -2 7 5 9
2008 .. 104.7 | 105.2 | 105.8 | 106.3 6 5 6 5
2009 .. 107.1 | 107.5 | 107.9 | 108.4 .8 4 4 49
2010 .o 109.4 | 110.0 | 1106 | 110.9 9 .5 5 3
2011 ooiosisssrensiisessssensesseressssenisnsss s sennmeeneeneeeee | 191,61 113271 113.3 | 113.9 .6 1.4 A 5
2012 ... 1138 | 1143 | 1148 | 115.1 -1 4 4 3
2013 ... 1156 | 116.1 | 116.3 | 116.9 4 4 2 5
2014 o s 117.7 - - - 4 - - -
Transportation and material moving
89.7 | 903 | 91.0 | 916 1.1 N 8 7
925 | 934 | 940 | 946 1.0 1.0 6 6
958 | 96.7 | 974 | 98.0 1.3 9 7 6
984 | 98.9 | 997 | 100.1 4 5 8 4
100.5 | 101.2 | 101.8 | 102.7 4 7 6 9
103.2 | 104.1 | 104.8 | 105.4 5 9 7 6
106.5 | 107.1 | 107.6 | 108.0 1.0 6 5 4
108.5 | 108.9 | 109.4 | 109.8 5 4 5 4
1105 | 1111 | 1121 | 1126 .6 5 9 4
113.1 | 114.0 | 114.2 | 1149 4 8 2 6
115.6 | 116.1 | 1169 | 117.6 .6 4 7 6
118.2 | 118.6 | 119.1 | 119.7 5 3 4 5
120.4 ~ = - .8 - - -
2002 90.3 | 90.7 | 916 | 921 9 4 1.0 5
2003 93.0 | 935 | 944 | 951 1.0 5 1.0 7
2004 ..... .| 959 | 967 | 972 | 978 .8 .8 5 6
2005 ..o eeeeere s esseeeesersenness e | 9804 | 99,0 | 99.6 | 1001 6 .6 6 5
100.8 | 101.5 | 102.2 | 103.2 7 7 4 1.0
104.4 | 105.2 | 106.3 | 107.2 1.2 8 1.0 .8
107.8 | 108.7 | 109.4 | 109.9 6 .8 .6 5
1106 | 111.0 | 111.6 | 112.0 6 4 5 4
1123 | 112.7 | 113.2 | 1136 3 4 4 4
114.4 | 1147 | 115.0 | 1155 7 .3 3 4
115.9 | 116.4 | 116.9 | 1175 3 4 4 5
117.8 | 118.3 | 118.4 | 119.0 3 4 1 5
119.0 - - — 0 - - -
Industry
Goods-preducing industries3
D00V isivusssissssnpsmssrassasm 840 | 847 | 854 | 86.2 1.0 .8 .8 1.0
2002 ... 87.1 87.7 | 882 | 892 1.0 7 .6 1.1
2003 .... 906 | 914 | 921 92.8 1.6 9 8 8
2004 ... 945 | 954 | 964 | 9741 1.8 1.0 1.0 7
2005 ... 98.0 | 989 | 99.7 | 100.2 9 9 .8 5
D006 —oooeoeerereeseeeseseseees st sesesiesessenssseieseneneenss | 10031 1012/ | 1019 | 1027 1 9 7 8
2007 ... 102.9 | 103.8 | 1044 | 105.2 2 9 6 8
2008 ... 106.0 | 106.7 | 107.2 | 107.7 8 7 5 5
2009 .... ...| 107.9 | 108.1 | 108.3 | 108.8 2 2 2 5
D00 1oeeoreesessreeensersssssmesssssesssssassssmmssnsesseseeneeeeenees | 1087 ] 110.2 | 110.9 | 111.3 8 5 6 4

See footnotes at end of table.

Submitted: June 26, 2014



SURREBUTTAL EXHIBIT D-11

-21 -

Table 1. Employment Cost Index for total compensation’, by occupational group and industry —

Continued

(Seasonally adjusted)

Percent changes for
Indexes (Dec. 2005 = 100)
Occupatfonal group and Industry 8-months ended-
Mar. | June | Sep. | Dec. | Mar. | June | Sep. | Dec.
Health care and soclal assistance®
118.9 | 1193 | 119.8 | 120.3 0.8 0.3 04 0.4
121.0 | 121.5 | 121.8 | 1224 6 4 2 b
123.0 | 123.6 | 1244 | 125.2 5 .5 6 6
124.8 - - - -3 - - -
Hospltals
2003 90.9 91.4 92.5 93.2 6 6 1.2 8
2004 . .| 93.9 94.8 95.9 96.6 .8 1.0 1.2 7
{0101 Z OSSOSO I ¢ Y 41 <) 98.4 99.2 | 100.0 1.0 8 .8 :)
2006 .oviiniiineriisississiars s essaressessssesssesnenss | 100.8 | 101,86 | 103,0 | 104.3 8 .8 1.4 1.3
2007 . 105.6 | 106.6 | 107.3 | 108.3 1.2 .9 7 8
2008 109.1 | 109.9 | 110.7 | 111.4 i 7 7 6
2009..... 1123 | 113.5 | 113.8 | 1144 8 1.1 3 5
2070 cevrererrerrirerenern e s 1149 | 1156 | 1164 | 117.2 4 6 4 .9
2017 ot | 1180 1 1183 | 1188 | 119,3 " .3 5 ]
119.9 | 120.5 | 120.9 | 121.4 5 5 3 4
1219 | 1225 | 123.2 | 123.8 4 5 H:l .6
123.4 - - - -4 - - -
Publlc adminlstration
2003 .overie o iinR s nreseaa| | 89,3 90.2 91.4 92,1 1.0 1.0 1.3 8
93.0 | 941 | 951 | 958 1.0 1.2 11 7
97.0 97.8 98.9 | 100.0 1.3 .8 1.1 1.1
1005 | 1014 | 1023 | 103.8 5 9 .9 1.5
106.6 | 106.9 | 107.9 | 109.1 1.7 1.2 9 1.1
109.6 | 1103 | 111.6 | 112.0 5 6 11 4
112.9 | 118.7 | 114.0 | 114.6 .8 T 3 5
116.0 | 1156 | 116.5 | 116.8 3 5 .8 3
1174 | 117.8 | 117.9 | 118.2 4 3 1 3
119.0 | 119.7 | 120.3 | 120.7 o B 5 3
121.3 | 1218 | 1226 | 123.5 b 4 7 g
1241 - - - 5 - - -

1 Includes wages, salarles, and employer costs for employee
benefits.

Includes workars In the private nonfarm economy except
those In private households, and workers In the publlc sector,
except the federal government.

3" Includes mining, construction, and manufacturing.

4 Includes the following Industrles: wholesale frade; retall trade;
transportation and warshousing; ulliitles; Information; finance and
insurance; real estate and rental and leasing; professional and
tachnical services; management of companles and enterprises;
administrative and waste ssrvices; educational services; health care
and soclal asslstance; arls, entertainment and recreatlon;
accommodation and food services; other services, excepl public
adlglnlstrellon; and public adminlstration.

Includes ambulatory health ecare services and soclal
asslstance, not shown separately.

Submitted: June 26,2014

6 Includes the fallowing occupational groups: management,
business, and financlal; professional and related; sales and related;
and office and adminisirative suppart,

1 Serlea discontinued beglnning March 2007,

8 |ncludes tha fallowing acoupalional groups: famming, flshing,
and forastry; construcllon and extraction; Installation, maintenance,
and_repalr; production; and transpartation and materlal moving.

Includes the following Industries: wholesale trade; retall trade;
transportation and warehousing; ulllitles; Information; flnance and
Insurance; real estate and rental and leasing; professlonal and
technical services; management of companies and enterprises;
administrative and waste services; education services; health care
and saclal asslelance; arls, entertalnment and racreation;
accommodation and food services; and other services, except
publlc adminiatration,



. L SURREBUTTAL EXHIBIT D-12
Occupational Employment Statistics (OES) Respondents Home Page Page 1 of 1

AtoZTndex | FAQs | AboutBLS | ContactUs  Subseribe to E-mafl Updates

Follow Us -_/ | What's New | Releasa Calandar | Sita Map
Search BLS.gov

i Home 'Subjects l Data Tools | Publications I Economic Releases | Students I Beta |

=—— N i e —

OES Survey Respondents [sware on: I3 ) Y oes 8| ron stze: @ @ B
e Occupational Employment Statistics (OES) Survey
_OESRESPONDENTSHOME  |nformation to Help You Complete the Report
B L Welcome to the Occupational Employment Statistics Respondent
INSTRUCTIONS home pagel
FREQUENTLY ASKED
o This Is your source for Information to assist you In filling out the
WHAT IS THE OES DATA
USEGIroRT Occupational Employment Report.
CONTACTS Your participation makes a differencel See why the OES Survey s
|mportant to you and others in today's job market.
« Contacts/Help
s Download Forms
s+ Instructions
« Frequently Asked Questlons
« OES Data Tables
Questions about submitting data?
i
The OES Survey Is a cooperative effort between the US Department of Labor and your State Department of
Labor Workforce Agency.
Still can't find what you are looking for? Have a suggestion? Send questions or comments about OES
Respondent site content to gesrespondent@bls.gov
RECOMMEND THIS PAGE USING: [JfJ Facebook ] Twitter I Linkedin
TOOLS CALCULATORS HELP INFO RESOURCES
Areas al a Glance Inflation Help & Tutoiials What's New Inspecior General (OG)
(ndustries at a Glance Location Quotient FAQs Careers @ BLS Budget and Performance
Economic Releases Injury And lliness Glossary Find It DOL No Fear Act
Databases & Tables About BLS Join our Malling Lists USA.gov
Maps Contact Us Linking & Copyright Info Benelits.gov

Disabllity.gov

Freedom of Information Act | Privacy & Securlty Statement | Disclaimers | Customer Survey | Impartant Web Site Notices

U.S. Bureau of Labor Statistics | Diviston of Occupational Employment Statistics, PSB Sulte 2135, 2 Massachusetts Avenue, NE Washington, DC 20212-0001
www.bls,aov/OES | Telephone: 1-202-691-6569 | Contact OES

http://www.bls.gov/respondents/oes/home.htm 6/23/2014
Submitted: June 26, 2014



Frequently Asked Questions

SURREBUTTAL EXHIBIT D-
CEES = ]ETagellzof 5

AtoZIndex | FAQs | AboutBLS | ContactUs Subscribe to E-mall Updates
Follow Us _/ | What's New | Releasa Calandar [ Site Map

Search BLS.gov

Home | Subjects | Data Tools I Publications | Economic Releases | Students l Beta |

BROWSE OES
RESPONDENTS

OES RESPONDENTS HOME
DOWNLOAD FORMS

INSTRUCTIONS

FREQUENTLY ASKED
QUESTIONS

WHAT IS THE OES DATA
USED FOR?

CONTACTS

http://www.bls.g?l:/lirezs B

Submitted:

OES Survey Respondents

| stare on: (23 181 B | oes [ ][ rowr size: @ @ernvr: =

Frequently Asked Questions (FAQS)

On this Page:
SENDING IN YOUR DATA

1, CanIsubmit an electronic file or printout with my employees' fob titles and waqes Instead of filling

out the form?

2, Can I complete the form online?
3, Can I send my Information by e-mail?
4. Can ! phone In my data?

GENERAL QUESTIONS

5. at is the Oceu | nt S Ics (QES) Surv
6. What are some Important uses of the Occupational Employment Statistics survey?
7. Are the data I provide confidential?
8. WIll I be penalized for not responding?
9, Why have I been chosen to participate in this survey?
10. What establishments are covered? We have multiple establishments and work sltes, some In other
States o) ?
11, Which emplovees should we Include In the report?
12. Should 1 report my employees' names? What about soclal securlty numbers?
13. When Is the form due? How much time do I have to complete the report?

CLASSIFYING WORKERS BY OCCUPATION

17.

QUESTIONS ABOUT WAGES OR SALARIES

18. What s Included when calculating wages?
19, Should we use hourly rates or annual salarles?
20, How should I report salaries for commission workers?

CONTACTS

21. Who can I contact for help filling out the form?

Can | submit an electroni fite or printout with my employees’ job titles and wages Instead of
filling out the form?

Yes. You can fax or mail a printout of your data, or emall an electronic file. Contact your state agency for
specific instructions. If you have an IDCF number, you can securely upload your data file via the Occupational
Employment Statistics Internet Data Collection Facility at https://idcfoes.bls.aov.

Can | complete the form online?
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Yes, you can enter your data online at https://idcfoes.bls,gov. Contact your State office with any questions or to
obtain your IDCF number.

Can | send my information by e-mail?
If you wish, you can e-mail an electronic file containing the data we have requested. E-mall addresses are
found on our contacts page.

Can | phone In my data?
Yes. Just give us a call and we will be happy to take your data over the phone. See our contacts page for a list
of State agency phone numbers.

What is the Occupational Employment Statistics (OES) Survey?

The OES Survey collects data from a sample of establishments and calculates employment estimates by
accupatton, Industry, and geographic area. The survey covers all non-farm Industries. Data are collected by the
State Woarkforce Agencies in cooperation with the Bureau of Labor Statistics, US Department of Labor, The OES
Program estimates employment and wages for nearly 800 occupations for all 50 States, the District of Columbia,
Puerto Rico, the US Virgin Islands, and Guam, as well as the nation as a whole. It also produces employment "
and wage estimates for Metropolltan Statlstical Areas (MSAs), and for specific industrles.

What are some Important uses of the Occupational Employment Statlstics survey?
The following are some of the more common uses.

Data about employment are used to:

« Spotlight emerging or declining occupations.
« Identify the types of skilled workers in the market.
« Develop national and state occupational employment projections.

Data about wages are used to:

« Compare wages by occupation, industry, and area.
« Compare wages among metropolitan areas, states and tervltorles.
+ Make informed business declsions.

Data in general are used to:

» Identify where vocational and educational programs are needed to reflect current and future skill needs.
» Determine funding for tralning programs by comparing current and projected occupational demands.
«» Assist students, job seekers, and mllitary personnel transitioning Into civilian life.

Are the data | provide confidentlal?

Yes! Your Information and identity are kept In strict confidence In accordance with Bureau of Labor Statlstics
Data Intearity Guidetines and with the Confidentiality Information Protection and Statistical Efficiency Act
(CIPSEA) of 2002.

When reporting data on the survey form, do not Include employee names or thelr soclal security numbers,

WIII | be penallzed for not responding?

In most States, thera is no penalty for not responding. Your response s vital to the statistlcal validity of this
occupational wage study. We are prepared to assist you In completing the questionnalre, The survey Is
mandatory in the District of Columbla, Georgta, North Carolina, Oklahoma, Vermont, and Wyoming.

Why have | been chosen to particlpate In this survey?
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A sample of businesses Is statlstically selected twlice a year from a list of all US employers, Your business was
selected to represent other businesses of similar size In the same area and industry, That's why your response
Is critical.

What estabilshments are covered? We have multiple establishments and work sites, some In
other States. Which should we report for?

s If you recelved more than one form, report only for the work site address shown In Item 3 on the front
page.

« If you recelved only one farm, and the instruction says "Report for: All Statewide employees," or
something simllar, report for all your work sltes In that State.

« Please contact your State offlce if you're not sure what to do.

Schedule # 123456789-0 11 Est. Emp; 298
Reference Date: MM DD, YYYY 60 621991 CKJ
IDCF # 11123456769 QC# 116390

Attn: HR Manager

i :

«__Report for. Capitol Hill Branc|

Washington, DC 20002-0011

Which employeas should we Include In the report?
Please include:

» Full or part-time paid workers

« Workers on pald leave

« Workers assigned temporatlly to other units

« Pald owners, officers, and staff of Incorporated firms

Do NOT Include:

« Contractors and temporary agency employees not oh your payroll
« Unpald family workers

« Workers on unpaid leave

a Proprietors, owners, and partners of unincorporated firms

» Workers not covered by unemployment Insurance

Should | report my employees' names? What about soclal securlty numbers?
NO! When reporting data on the survey form, do not use employee names or their soclal security number,

When Is the form due? How much time do | have to complete the report?

We ask that you complete the questionnalre within the next two weeks, If possible. Please note the reference
date Indicated in Box #1 of the form (either November 12 or May 12) and Kindly provide us with Information for
this timeframe. If you need additlonal time to complete the questionnaire, please contact one of our
representatives.

Wa have employees with multiple Job duties; what Job should we classify them In?
« Report employees In the occupation that requires the highest level of skill, If they perform work In two or

more occupations,
« Ifthere Is no measurable difference In skill requirements, report employees in the occupation in which they

spend the most tme.

§ov/res ondents/oes/fags.htm 6/23/2014
une 26, 2014



Frequently Asked Questions

http://www.bls.
Submitted:

How should we report part-time workers?

SURREBUTTAL EXHIBIT D-12
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« Report part-time workers In the job they perform, along with your full-time workers in the same

occupation.

a Please report their hourly wage rate, not the average weekly or annual wage.

How do we report apprentices?

Report apprentices In the job for which they are belng trained.

What about workers that have speclilc Job tralning but are working In a different job?

Report employees in the occupatlons in which they are working, not necessarily In occupations for which they
have been tralned. For example: An employee trained as an englneer but working as a drafter should be
reported as a drafter,

What is included when calculating wages?

Please INCLUDE with pay the following:

Please EXCLUDE from pay the following:

Should we use hourly rates or annual salarles?

%ov/res
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Base rates

Commisslons
Cost-of-lving allowances
Deadheading pay
Guaranteed pay

Hazard pay

Incentlve pay

Longe a
Qver-the-road pay (Mlleage)
Plece rates
Portal-to-portal rates
Production bonuses
Tips

Attendance bonuses
Back pay
Clothing allowances
Discount

Draw

Hollday bonus

Hollday premium pay

Jury duty pay

Meal and lodaing payments
Merchandise discounts
Non-production bonuses
On-call pay

Overtime pay
Perqulsites

Profit-sharing payments

Relocation allowances

Severance pay

shift differentials

Stock bonuses
Tool/equipment allowances
Tuition repayment

Uniform allowance
Weekend premium pay
Year-end bonuses

« Full-time employees: Use whichever Is easier to report, hourly rates or annual safary.

« Part-time workers: Report thelr hourly rate.

» Salaried workers on contract: Report thelr annual salary.
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« Salarled workers with non-standard work hours: Report their hourly rate,

« What Is a full-time worker? For most occupations, it's someone who works 2,080 hours a year,
including paid vacations (40 hrs/wk times 52 weeks).

« Need help calculating a wage? For non-standard work schedules, you can download an Excel file
contalning formulas that will asslst you. (Note: The Excel file Is In a ZIP flle. How to open ZIp files.)

How should | report wages for commisslon or tipped workers?
For tip, commisslon, and piece-rate workers, please estimate the total earnings (base pay plus tips,
commissions, or plece rates), and report the appropriate wage.

Who can | contact for help fllling out the form?
We have prepared a list of contacts In State offices for your convenlence. Please feel free to contact your State
office for assistance.
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