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Meeting summary 
On November 15, 2011, the United States Department of Agriculture (USDA) convened  the Advisory Committee on Biotechnology and 21st Century Agriculture (AC21) via webinar format. The purpose of the meeting was to provide background information in a webinar format to AC21 members on two sets of existing USDA programs, the first being USDA’s activities under the Perishable Agricultural Commodities Act (PACA), and the second being indemnification in Animal Health Programs.  Either or both could serve as an example to help in the development of potential compensation mechanisms for the committee to consider, should it deem compensation mechanisms appropriate to recommend.  AC21 members also had the opportunity to discuss the background information provided.
The AC21 includes representatives of industry, state and federal government, nongovernmental organizations, and academia. The following AC21 members were in attendance: Mr. Russell Redding (Chair), Ms. Isaura Andaluz, Dr. Paul Anderson, Ms. Laura Batcha, Mr. Leon Corzine, Mr. Douglas Goehring, Dr. Gregory Jaffe, Dr. David Johnson, Ms. Melissa Hughes, Dr. Mary-Howell Martens, Dr. Marty Matlock, Ms. Angela Olsen, and Dr. Latresia Wilson.  Mr. Jack Bobo from the State Department and Dr. Robert Frederick from the U.S. Environmental Protection Agency attended as ex officio members.  Dr. Michael Schechtman introduced and facilitated the webinar as the AC21 Executive Secretary and Designated Federal Official (DFO).  
A link to the audio transcript plus presentation slides from the proceedings was prepared and will be available on the AC21 website at http://www.usda.gov/wps/portal/usda/usdahome?contentid=AC21Main.xml&contentidonly=true.  Below is a summary of the proceedings. 
I. Opening and first presentation
Dr. Michael Schechtman opened the proceedings at 10:30 a.m. by welcoming all the members, ex officio representatives, and members of the public participating in the webinar.  He noted that only committee members and ex officio members would be able to ask questions at the conclusion of the presentation, but that members of the public would be able to make comments at the next in-person meeting of the AC21, on December 6-7, 2011, in Washington, DC.  He then introduced Ms. Karla Whalen, Branch Chief, Perishable Agricultural Commodities Act (PACA) Branch, USDA Agricultural Marketing Service (AMS), who delivered a presentation on USDA’s PACA programs. 
Ms. Whalen placed PACA within the overall context of USDA’s fruit and vegetable programs and services, which also include standard setting and grading, school lunch program purchases, and addressing marketing barriers.  PACA facilitates fair trade practices in the fruit and vegetable industry and regulates interstate and foreign commerce.  It addresses contractual obligations between parties rather than food safety, and provides regulatory consistency for activities in interstate commerce involving perishable commodities.

PACA requires mandatory licenses for all federally-subject entities, establishes fair business rules and provides a cooperative process for dispute resolutions, and provides a mechanism to remove dealers or companies from the marketplace when necessary.  These tools help to address the many commercial challenges in produce marketing, from product rejection to failure to pay to contract disputes.

AMS maintains three regional PACA offices and also has a website containing, among other things, the common language underlying PACA (the statute, regulations, and rules of practice), commodity-specific information as well as sample information on case precedents and rulings on previous contract disputes.  PACA staffers are also available to help address questions that may arise.
PACA licenses are required for brokers, growers’ agents, shippers, dealers and retailers who do business exceeding set amounts per year, processors, and commissioned merchants.  There are exemptions for growers who handle only their own product and “for hire only” truckers.  Roughly a third of all the 14,500 licensees are retailers.  

There are significant financial penalties for operating without a license when one is required and such an entity can be enjoined from operating without a license.  USDA’s PACA Branch has temporarily removed over 700 PACA violators from operation since 2005.Between FY 2000 and FY 2009, the PACA Branch has recovered over $18,500,000 for industry creditors in settlements and has captured over $805,000 in civil penalties for the U.S. Treasury.  
Most importantly, PACA’s dispute resolution (mediation), services, which address both formal and informal complaints between parties, are inexpensive, rapid, and effective. Between FY 2001-2009, over $155,000,000 in claims were resolved, and 91% of all informal claims were settled within 4 months.  PACA also provides priority rights in debt collections in bankruptcy proceedings under certain conditions.
II. Questions and answers for the PACA presentation
Members asked a number of questions, including the following, (with responses).  If a non-profit food distribution organization receives food from many farmers, would they require a license?  It would depend on the details.  Please contact the program for details.  

What is covered under PACA:  is it just a crop or anything under a contract?  Any element of a contract could be covered under informal dispute resolution.  However, for addressing disputes involving grower’s agents, written contracts would be required.   

Do States all have agricultural mediation services or do all claims go through the federal program? The PACA program is limited to interstate commerce.  There are State bonding programs for contracts but typically PACA is a more inexpensive alternative.  

Are PACA decisions binding on parties?  Yes, but both PACA and the court system cannot both decide on a case.

Has PACA ever received any complaints regarding presence of GE material and if so, how were damages calculated?  No, but it conceivably could.  One might also imagine that a case could arise involving organic material containing GE material that could involve labeling claims.
III. Second presentation 
Dr. Schechtman thanked Ms. Whalen for her presentation and introduced the second speaker, Dr. Lee Ann Thomas, Director, Ruminant Health programs, Veterinary Services, USDA Animal and Plant Health Inspection Services.  Dr. Thomas gave a presentation on “Disease Indemnification in Animal Health Programs.”

Dr. Thomas described the important role indemnity plays in USDA’s animal health programs, enabling USDA to pay producers for livestock and some aquatic animals when animals are depopulated for disease control.  These actions can apply to individual animals that are tested or entire herds or flocks that are determined to be affected, and indemnification can also cover other costs such as cleaning and disinfection of a premises.
Indemnity provides compensation for losses and provides producers with an incentive to report disease occurrences promptly and thereby enable disease spread to be minimized.  The existence of such programs is looked upon favorably by our international trading partners.  USDA budgets for indemnification programs, but it is difficult to predict from one year to the next what disease outbreaks will occur and their severity, and therefore what budget requirements will be.  The details of indemnification procedures are spelled out under regulations and guidance.

How indemnification is used by USDA depends on the types of programs currently in existence for control of a particular disease, on market factors, and whether there is an animal health emergency presented by the detection in the U.S. of a foreign animal disease.  Dr. Thomas described examples of how indemnity payments and disease control efforts apply in the cases of bovine tuberculosis and low pathogenicity avian influenza.  
Dr. Thomas also described indemnification activities when animal health emergencies due to the appearance of foreign animal diseases occur.  The Animal Health Protection Act gives USDA broad authority to take actions to address such diseases, take appropriate measures, and indemnify producers.  The Code of Federal Regulations enumerates diseases that can constitute animal health emergencies.  Specific payments related to purchase, destruction, and disposition of animals are authorized.  
IV.  Questions and answers for the Disease Indemnification Program  presentation

One member asked whether any indemnification is offered for reasons other than animal health.  The answer was no.

V. Conclusion

At approximately 11:50 am, Michael Schechtman thanked the speakers, committee members and the public, and concluded the webinar.
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