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s -".__"W!mt is the Per:shable Agricuitumi

http //www ams usda go&ffﬁr/paca htm N

s Commod:tles Act"

L '-:'_:_.Why do busmesses that buy or sel! fruats
~and vegetables need more protectmn than
o -j-busmesses in other mdustrnes" T,

- '_Is there a pcnalty for operatmg w;thout a

s j. -'PACA hcense"

| HowistePACAmlorcea?

m
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" The produce mdustry i$ umque Deaiers ST

handle a product that is very penshable anda oo
© 1-or 2-day delay in marketing can mean the = R
- difference between profit and loss. By .
S spelling out the responmbi{mes of a}I pames 5

o the PACA heips to promote the prompt -

- marketing of produce while still pratectmg
" buyers' and sell ers’ rlghts in ’the evcnt that A
: ";'.'contract dtspute ocours. :

' Compames that operaie thhout a valld
. PACA license are subject to fines ofup to
- $1,000 for each offense and $250 each day L
. the:offense’ contmues Court mjunctmns can E R
- beissued against those who' persxst in"
: operatmg w;thout a Imense

. The PACA 15 enforced ih:ough a hcensmg Rt
- “system. Almost everyone mvolved inthe . i
- marketing of commercial quant:t;es offresh .
" and frozen fruits and vegetabies ininterstate’

- or foreign commerce must maintain a vahd -
" PACA license. A produce trader found to”~
- have committed unfair trade practices may
" face a civil menetary penalty, license R __
R ':suspens:on or, in ihe most serious cases S
'- '-_'--}icense revocataon R N

' '_'The Penshable Agr;culturai Comodzties Act LT

e i(PACA) establishes a:code of fair trading . ool
- practices covering the marketing of fresh and

. frozen fuits and vegetables in mterstate and

- foreign commerce. It protects growers, -

= shippers, dlstnbutors retailers and others S

- who deal in those commodities by prohib;tmg i

| '3__'unfaxr and fraudulent practlces S o s

83002005345 PM



G AM% at 'USDA',:'Pcr:ishabié'A gricuitural Commoditics ékct (PAL,A} b '

'. Howdo Igeta I’ACA _lic.é'nSé?_".': S |
N T " assistance in applying for a license may call -~ .
o '.'PACA§S toii frce number 1 800 495»PACA

" How is the PACA program financed?

. 'Is anyone exempt from hcensmg
[ reqmrements" ' .

o Anyone wtth hcense questmns or needmg

; -:'.'-__fare exempt until they purchase or actiasan . =~ .
i _'.:xntcrmedzary in makmg the sale of $23O 000 L
" or more worth of fruits and vegetables m a L

:_a:aiendar year Truckers who are only:

contract camers do not need 2 hcense f :

3 PACA hcense and complamt ﬁlmg fees
: :.ﬁnance the admlmstration of the program

U DUPY WWW. NS USGA. ZOV/IVPACH S AUUE LIGEL L

B _Yes growers are exempt as long as they selE . .'
~only products that they have grown. Rctaliers- e
~ and frozen food brokers representmg seilers SRR

- _No tax revenues are used to ﬁmd the PACA i
i = _'program e 5 :

::';.-.’What responssb;l:tles do f{ have as a PACA

o suppher ora huyer overa busmess St
' transactmn"

' -.hcensce"

The law requlres that produce traders comply' i

““meet contract spemﬁcahons and pay

U means: payment within 10 days unless the
_ "-'_-."_ibuycr and seller, prior to the sale,’ agree m
writing to extend the payment tlme

What can I do 1fI have a d:spute w:th @

e thh the terms of thexr contracts. Sellers must i {. S L -
-~ ship” the quantity and quality of produce A
'spemﬁed Buyers must accept smpments that S

‘promptly after acceptance. Prompt payment' Senas

. The PACA Branch offers dispuie resolutzon S

- services, 1o members of the produce mdustry [

';' “1f a person has a dispute with a licensee over
a produce transaction, that person may ﬁle an S
~ informal compiamt against a licensee for . =

~damages if he or she believes that the hcensee
-i_'_f_'_falled to ablde by the law. The written = |
'complamt accompamed bya$60 filing fee,

must be filed within 9 months from the date '

_payment is. due or damages are suﬁ“ered

e Gne of PACA‘S mformai compiamt Semces L
. includes mediation, where the PACA Bfanch S
~ attempts to help the parties resolve their: o
. differences. Informal mediation is an effective  © o
“ " way to resolve disputes, since it places the
~resolution of the dispute directly in the hands =~
" of the interested p&mes by prowdmg a forum

' where both sxdes can air the1r d;ﬁ"erences m a

C o 8/30/20053:45 PM



© AMS at USDA, Perishable Agricultural Commodities Act (PACA) -~

' '_"_'.'.nﬁutr'al -aiﬁiosphere. L

S If the pames cannot reach an mformal S -
" resolution, the complainant may file a formal

- complaint. A formal complaint is handled by - .
: " the Department of Agriculture (USDA) i
~ similar to how a lawsuit is handled in a court S

oflaw. However mstead ofagudge the oo
- Secretary of Agrzcultura can issue an award S R

~plus interest based on the evidence in the

o ‘case. A}though there is 2 $300 ﬁimg fee for a : % Y

formal ‘complaint; the compiamant can .o BT
S TecOver the ﬁlmg fee 1f an order is zssued m S -
S _._'Itsfavor - : o

i 'If a IiCen'se‘e fai.l'é to é&tisﬁ? a PACA aWérd o

-'_-.USI}A will suspend the firm's license and
- restrict it from operatmg in the produce
o ._':-_mdustry for up to 3 years S S

What are some unfa:r trade pz'actlces that
nsuaily resuit in. clalms bemg filed"

Rejectmg thhout reasonab]e cause produoe GRS RTH

G bough‘t or contracted to be handled on
- cons:gnment s o

| Failure to pay promptly ihe agreed prlce of
S, -produce that compi:es wzth contract terms

i D:scardmg, dumpmg, or destroymg With()ut S :
:reasonable cause any produce’ rece:ved to be B e

= _;sold on behaif of anothar ﬁrm

- '_Fa,iiure to dehver the contracted produce ina

:_f.' "hitp://ww.a'_n_as.._'usda.igé?jf_fvjiaéaf?écﬁf mderhtm :

* - timely manner and at the price and quality o
S level spemﬁed in the purchase agreem ent; o

' -'Fﬁﬂure or reﬁxsai to account tmly and _
B norrectly or to make full payment promptiy

for produce shipped on consxgnmeni or on

R Jomt account

Can I recover meney from a ﬁrm that has
~gone out of business or ha_s filed for =
baukruptcy protectmn" :

Yes Under the PACA tmst provxsmns a’ i

B -ebhgations above aii others..

I buyer must hold its produca—related assets for =

i the benefit of unpaid produce supphers that '
-__"_have preserved their trust rights. This =~~~ =

- requires firms to place preduce-re]ated L



F 'enfarced"

- AMS at USDA, Perishable Agriculiural Commoditics Act (PACA)

What must sei!ers do to preserve the:r
tmst r:ghts" : i

_© Although the 'irast"autt}maticaliy goes into -
. ceffect at the time the buyer receives the

- goods, seiiers must properly preserve thear
o rights by meetmg specxﬁc nouﬁcatmn

e 'reqmrements

. What are the notification requirements? -

""The law ailows PACA hcensees to quahfy
i 'automatlcaﬁy for trust protectlon by -

| :_ _::-:mcluding on their invoices or other blllmg
- -documents the foIIowmg statement: "The -

. perishable agricultural commaodities lzsted e

"3_-0n this i invoice are sold subject to the

B _-"-statutory trust authorized by Sectmn 5(4:) LT
.. of the Perlshabie Agncuitural . A R
" “Commodities Act, 1930 (7 U.S. C 499e(c)) e
“The seller of these commodmes retains a .
% -'-trust cla:m over these cemmodlt:es, ali

‘“inventories of food or other products S
-+ derived from these cemmodltles, and any
"_'recelvab!es or proceeds from :he saie of
7 these commodlttes untni fuli payment ts

rece:ved I s

o Other produce seilers must provxde the buyer"_-'. o
- -~ the produce debtor -- with a written notice . B
- of their intent to preserve trust benefits under - LR
. the PACA within 30 days from the date that e

-  payment was past: due or notification’ was
S _recewed thata payment mstrument was
) '_._.dxshonored :

. How iongarea -'s:el_i_e_l"fe' ri'ghts.:p_fes_ei‘if_ed?

'_Tmst cialmants who preserve then‘ tmst :
Tights by provxdmg proper nctlce remam : :

L beneﬁctanes untll pald

R How is payment from trust assets

o :.':_The trust isa self “help tool that s totally
B ':separate and unreiated to ﬁlmg a complamt S
- under PACA. Trust beneficiaries may filein. i

the U.S: District Cotirt to enforce payment
i from the trust nmned:ateiy foiiowmg a-
e bayers failure to pay promptly. In cases

i : If I f' le a trust claim w;th the ceurt, can I
stilE ﬁle @ PACA cemp!amt" S

‘where the debtor is bankrupt, trust - :
e ';benefimanes should file their cfaims for o
paymeﬂt wzth the bankmptcy court B

Yes pursumg a trust acnon w;th the court

i does not impede you ﬁ'om pursuang a.
- .'__complamt under PACA S

EEY hitp /fwwwamsusdagevifvpacaﬁ?aml*‘ ;'f;der'.ﬁ{m



 AMS at USDA, Perishable Agricultural Commodities Act (PACA) -~ =~ ©

Can I agree to payment terms nther ihan _'

~“those in the PACA regulanons and still
quahfy for protectwn under the irust"

hitp www ams usda gov/fvpaca/FaciFmdcr htm :

'A}though PACA prompt payment terms TR
_-.speczfy payment within 10 days from the: daie SHENDR
‘of acceptance, a buyer and seller may agree - :
*'to extended terms as long as the agreement IS - IRt

‘made in writing prior to the transaction, and ©
S the terms are reﬂected on the: invoice and aii o
" other bllhng documents However, the . .' S

' '3agreed -upon payment terms cannot exceed

i - 30'days from the date of acceptance to

o _.What is a dlsuplmary act:on under the

i .. .. PACA" oo

"quaiafy for trust protecuon

' USDA may penahze a hcensee that =
B 'repeatedly and ﬁagrantiy violates the Act A
SR "disr:lplmary action may result in a suspensmn

or revocation of the ﬁrmsPACA license In g :" S

< lieu of suspension or revocatlon the

Secretary of Agrzculture may assess 4 civil -

| -._'penalty of up to $2,000 for each Vlolatlon or
$ --_for each day the vaolat:on centmues

L _'How does t}ne USE)A demde 1f a ?ACA _
STy license should be suspended or revoked as
o fthe resuit of a d:scnplmary proceedmg"

o 3__USIDA con51ders the seriousness and the _': i
~nature of the wolatzon(s) ‘the'number of -
 violations that took place; the length of the

" time period in which the violations occurred

| ._-'and the effect that the violations had onthe =
- produce mdustry Revocation of the license | is
e jthe most severe penalty that can be 1mposec§

-. -:How dnes a PACA i:cense suspensmn or

_pr[nCipais‘) y :..:. o

S '_ __Followmg the suspensmn or revocatlon of a
- license revocatmn restr;ct a ﬁrm and/or :ts ~PACA license, the firm and its responmb
L connected mdlvxduais are automaticaﬂy

sub;ect to iacensmg and employmem‘

restrictions, whlch prohjbxt those mdmdﬁals e '

and firms from workmg or operating in the S

L '-_'produce mdustry for a certain period of t1me;_. R
- A-person is considered to be respons;bly g S
"'_'.-:3'-_connected if he/she is anowner, a partnerin -
" -apartnership, a member or managerina -
- Jimited Hability company,.or an officer,
- odirector, or holder of more than }O percent R
L .'_'of the stook of a corporat:on or assocxaiion

[ :As iong as the Iicense is suspended the ﬁrm A
. cannot conduct business in the produce -
- industry. Furthermore, none of the persons.
"'responsmiy connected with the firm can -
7. engage in business under the PACA, nor can S
anofher PACA i:censee empk}y them L G



 AMS at USDA, Perishabie Agriculiural Commodities Act (PACA) -

What are some of the common i’ACA
- violations that prompt “{}'SDA te take
d:sc:p}mary actmn" L

- Faiiure to pay fer produce purchased
' _Siow payment |

R Fa:lure of a cormmss;on merchant or

- grower's agent to render accurate '

“accountings and pay promptly the net

o 'proceeds due the shrppers and growers

o = Fiagrant rmsbrandmg or m;srepresentat:on of L _
B produce shlpped in mterstate or fore:gn SR
'commerce . S S

: -Makmg false and rmsieadmg statements for a i
- fraudulent purpose, including alteringor
" otherwise fals:fj,fmg oﬂicxal USDA IﬂSpeCtlgn G g

e j"_cert;ﬁcates and

g .Emp!oymg a restncted person aﬁer recewmg
“‘notice ﬁom the USDA tha‘é 1he empioymem Sl

o "':15 prohlblted

Thxs law puts strzct regulatmm on tbe
i 3';pr9duce industry. Do you receive much
mdustry rcsmtance" o

B 'The mdustry deveicped and sponsored thxs
- law, and the majomy of industry members: - -
_' 'fstrongly support the PACA. The act has been'__ RN
- ‘amended several times over the years to keep L
* - pace with changmg trade practsces The most i

._recent revxsxons occurred in 1995

Where can I get more mformatmn about

B '._.:_'-"the PACA pregram"

You can vss;t our web51te at s
-http [1www.ams. usda. gov/fv/paca htm for S
i more mformat:on about the PACA pmgram e

" Here you can find information about .

--'hcensmg, resolving commemal dxsputes

- mediation, PACA. pubhcaﬂons a list of

| current PACA v1oiators a digest of ;ecent I
e dzscnp}mary demsmns and an eﬁice directory._ R

L -We aiso {Jﬂ"er a free Intemet trazmng
program that covers the basic mformatm

you need to know to operate within the

St PACA. A;f‘ter reviewing the course materzal

" youlll take on-line tests that are scored

o 'automat;cally 50 you‘li get zmmeciiate

feedback. To begin trammg, click on thé Imk . &
i PACA Intemet Traamng Program located on N RN
'_()ur homepage B R P

- '-__:’You may contact any of the foilowmg {}ﬁices'-_':f : i

. hiipiiwww ams usda,gov/fvpaca/FactFinder hum



AMS a_t'USDA', Penshabis Agrzcuimrai Coxﬁ_fﬁe'd.itie_s' ACQ(PACA) T

. : - '_.-.1f you have addztlonai quest:ons about the
i _"PACA program SRt v

 USDA, AMS,F&V Programs .~ USDAAMS, F&V Programs

PACA Branch SR ‘. . PACABranch °

P 0. Box 96456 T ':-f 1200 East Copeiand Road Sulte 404 o
_'-_Washmgton DC 20090 6456 SO Arlmgton TX 76011- 4938 - '

.. ‘Telephone:: 877- 622-4716(tol] free) " Telephone: 888-901- 6i37 (toii fr;ee)
- Fax:202-690- 4413 e ;Fax 817-276- 1968 -

- USDA. AMS, F&V I’mgrams . USDA. AMS, }?&V Programs

EORO '.PACA Branch e A TOL R _"PACA Branch -
SR _:300 W. Congress Street Box FBBO i_-__j 622 Geofges Rc;ad Smte 303
~“Tucson, AZ 85701-1319 S f- .-'North answxck 'NJ 08920- 3303

i ﬁt_i_p://xizﬁrwﬂérﬁé.u's_cia._"gc:\'f/_fvp_z_ic_afﬁ actFmdcrhun .j

©“Telephone: 888-639-0575 (toii-f;ee) ;'._Telephone 8774717720 (toll- free) S

':f._’Fax 520-670-4798 Fax: 732-846-0427

 USDA, AMS, F&V Programs © USDA, AMS, F&V Programs

it PACA Branch R A PACA Branch

‘Building A, Smte 360 L 8T00 Centreville Read Su;te 2(}6

. Glen Ellyn, IL 60137- 5832 S ‘Manassas, VA 20110-8411

Telephone: 888-693- 0423 (toll-free) _:'Teiephone 888-639- 9236 (toii free)

o Fax 6308589304 o Fax703-330-4856

_The U, S Sepaﬁment of Agnculture (USDA) proh{blts dlscrlmmatlon in aii its pro;gfa..rh.'s' .and_:_-' . S ::':'_' -

' activities on the basis of race, color, national origin; sex, rehgion age, disability, political .-
a5 behefs sexuai orientation, or marltal or family status. (Not all prohfmted bases apply to aH

L programs ) Persons with disabilities who reqmre altemative means for. communication of

i program information (Braille, iarge print,; audaotape etc ) sb(}uld contact USI)A’S TARGET:-_' S o j': 3

L : "Cenier at (202) 720 2600 (voxce and T}DD)

_'To ﬁle a complamt of d1scrlmmat10n wnte USD;& i)u“ector Ofﬁce of le Rzghts Room

e 326-W ‘Whitten Bmldmg, 14th and lndependence Avenue, SW, Washmgton DC

| '_'20250 29410 or call (202) 720 5964 (voace and TDD) USDA isan equal opportumty
;'@rov;derandemployer : . Ry PR
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SIateLaw.__-.- i T

| '_:The Wisconsm Producer Secunty Act (“PSA”) (W is. Stats Chap 126) establlshes an agrxcuitural:- - B
B securlty program that. helps protect commodity producers against caiastrophzc financial defaults :
by processors -and handlers by allowing the DATCP to obtain a proprietary line of credit in'case .

“a processor defaults “on anamount greater than' the deductible amount for a pamcular R
fcommodlty The PSA covers da:ry, gram zmd \«egetabie comracts ' : SR SRR

F edera! Law

: -'-..In addanon to. ihas state proteotton the federal Per:shable Agricuitura} Commod}ties Actf'_'-_.:'.: e

o ;-'_(“PACA”) of 1930 grants preferred’ tmst fund protecnon to eligible unpaid sellers and suppliers
. “oof perishable agr;cuiturai commodities.” Under PACA; if the purchaser of perishable agricultural
-__ -"_-_'_-commoditzes files for bankmptcy, ehg:bfe unpaid- seilers and supphers 'of commodities .are

- entitled toa priority placement in bankruptcy court to collect full payment of thelr PACA tmst"_:‘i R

B fclazms before the secured and unsecured crsdztors ciatms are pald S
Lol 3 fo sfmg State Exempizom
R Current Wlsconsm iaw exempts a vegetabie contractor from havmg to purchase a W:sconsm'”;- -

PSA iicense (ie.,a iacense _from DATCP through whxch the contractor pays into the Wisconsin = e
“fund) jf the contracter is, “A vegetable: contractor who' ~procures’ vegetables’ prlmarily for-__.'_i.'_._ S

. unprocessed. fresh market use and s :ccnsed under the federal Pcnshabie Agr:culturai S

' '-'-_’_-]Commedmes Act, 7 USC 499&10 499, ” See Wzs Stat § 126 56(2}(&) (2004) (emphaws added) S

S B Thc Prcblem

_ ' '_:-The federai PACA deﬁmnon {)f “fresh fm;ts and vegetabfes mciudes potato pr{)ducis such as ; f _' _
- frozen potatoes and potatoes that will ‘be ‘used for processing. - However, ‘the Wisconsin.

“exemption from state producer securlty licenses is limited to," “vegetabies primaraly for

_'_'_'_":_:.-:un;}rocessed fresh market use and ‘is ilcensed under the federai Penshabie Agr;cu}turai :
: _'-_.'_.Commedlttes Act 7 USC 4993 to 499t § See Wis Stat § 126 56(2)(a} SR S

' "Therefore Wlsconsm iaw reqmres a Wxsconsm Ilcense for those whe also have a PACA i:cense e

| y’ ihe,y are purchasmg primarily potatoes used for processmg (i.e.,; potatoes that will be chipped

o frozen'or. canned) wh; e aIiowmg an exemption for potatoes ihat wxli be purchased for the fresh'_ Sl .

o market

' -'W:sconsm sccumy fund fees assessmants and aud:ted f nanc;al statements are uncompetltwe e

: _'--"__'when compared to similar - program fees from other states. Since the 2003 amendment to PACA,
L1 Processors purchasmg potatoes from’ W;sconsm potato growers for chap productzon have been oo

_'_"very re!uctant to: do busmess mn. Wlsconsm These processors are very refuctant to: pay: a_'- SH '
"-'W:sconsm producer Sﬁcurzty ﬁmd ilcense fee when properiy siructured transactaons can be__- RRERE



S (: TheSolutmn LRB 813/4-

S -}f a potato buyer who opts out of the program defauits ona contract thh a farmer the farmer ;s'_- e
T _not e zglbie for relmbursement under the Siaie producer security program - : i

_ : -__..'_._Covered by PACA Accordmgiy, severai chlp processors have mdicated the;r mtent to cease '_ _:_:
L purchasmg chap pctatoes from Wascc}nsm producers : : H -

o _"Wasconsm potatoes soid for chxps represent aimost ]/3 of W;sconsm s potato crop In order to_. S
- "_prevent Wisconsin growers from losing access to the chlp market, LRB 1813/4 authorizes certain -~ -
licensed vegetablé contractors who purch&se only potatoes for. pmcessmg to choose not to make - R
. contributions under the State producer security program if the buyer is licensed by the Federal 0
 government under the - Perishable - ‘Agricultural - Commod;ttes Act (PACA) and maintains ey
-7 documentation “that farmers fmm Whom the potato buyer ;)urchases potatoes qual:fy for S
o :_-"protecﬂon under ?ACA i _ _ RERhE : S









Amendments to the Wlsconszn Pmducer Security Act
S A Background

State Law

= The W;sconsm Producer Security Act (“PSA”) {Wis Siats Chap 126) establlshes an agncultural. SR

-"-_':'secursty prog,ram ‘that heips protect commodity produccrs agamst catastrophic ﬁnanc;ai defaults = -
Loby processors and handiers by aElowmg the DATCP 1o obtain a propnetary lme of credzt incase
C A processor defaults on- an’amount - greater than the" “deductible” amount for a partlcuiar_
R '-commodzty The PSA ccvers dan‘y, gram and vegetab!c contracts S S

Federa[ L

In addition to thls state protectlon the fedcrai Pcnshabie Agncu}tural C{)mmodltles Act.'."".-' e

:._ iy PACA”) of 1930 grants preferred trust fund protection to eltglble unpaid sellers and suppliers _. : _ | :
" ‘of perishabie agrtcuitural ccmmod:txes Under PACA, if the purchaser of perishabie agncuitura,i SRR ARAEIE

gy commodities files for. baﬂkrupicy, eligible unpaid sellers and supphers of commodities are’ R

- entitled to a priority placement in bankruptcy court to collect full’ payment of their PACA trust G

b i cfa1ms befcre the secured and unsecured creditors c!a:ms are patd

& 3 f : Exmtlng Smte I xemptrons

_Current W1sc0nsm law exempts a vegetable contractor from havmg tc purchase a Wlsconsm'_f. o

o PSA hcense (ie.,a hcense from’ DATCP thrcugh whlch the contractcr pays'into the Wasconsm'_'_ﬁ_.- L

fund) if the coniractor 15, A vegetable contractor ‘who procures vegeiabies primarily for - :

" unprocessed. fresh - market tse and is Erccnsed under the ‘federal ' Perishable “Agricultural

i _'Commcdlt;es Act 7 USC 499a 1:0 499t e See Wzs Stat § i26 56(2)(&) (2004) (emphaszs added) L B

o o B The Probiem

.Thc federaf PACA deﬁmtmn of “fresh fm;is and \,egetables mciudes pota‘{o products such as

frozen pctatocs and potatoes ‘that w:il be ‘used ‘for processmg _ ~However, the" Wzsconsm'f'-_;' ' :
- exemption from -state producer secuﬁty licenses is ltimited to, . vegctabies pnmar;ly for oo

unprocessed, fresh ‘market ‘use and s itcensed under the federai Pcr:shabie Agr;cultural_'__ e
'-"-'-'-__"jCommoditles Act 7USC 499& to 499t » fmee WIS Siat §326 56(2)(&) ' :

i '_""_.-_Therefore W:sconsm an requ;res a Wzsconsm license for these whc aise have a PACA hcense S
. ifthey are purchasmg pnmanly potatoes used for. processing (i.e. , potatoes that will be chipped,..

frozen or canned) wh:ie aﬂowmg an exemptmn for potatoes that w;li be purchased fcr the fresh o

i :market

'-'Wisconsm secunty ﬁxnd fees assessments and aud:tcd ﬁnancxal statements are uncompet:twe i

i ‘when compared.to similar program fees from other states, Sincé the 2003 amendment to PACA,

©processors purchasmg potatoes from Wisconsin potatc growers for. chip productzon have been
~ very reluctant to" do business in WiSCOﬂSiﬂ “These processars are very ‘reluctant to- pay alo e

W;sconsm producer securlty fund hccnse fee when pmperly stmc{ured transact;ons ‘can be'-



f covered by PACA Accordmgly, severa] Chlp processors have mdncaﬁed thelr mtent to cease' %
s _.purchasmg chnp potatoes from Wxsconsm producers S : o

C The So!utmn LRB 1813/4

S Wasconsm potatoes soid for chlps represent almost 1/3 of Wzsconsm s potato crop In order to S

g f":prevent Wisconsin growefs frony losing access to the chip market, LRB 1813/4: auihonzes certain - i
oo licensed vegetable contractors who purchase enly potatoes for processing to choose not to make
~contributions under the. State producer security program if the buyer.is icensed by the Federai__ R

government - ‘under the Penshable Agncu!turai Commodztxes Act {PACA) and - maintains
‘.7 documentation that - farmers from whom the potat() buyer purchases potatoes quahfy for'
S 'pmtectton under PACA : S s S ST

f_'__-._'}f a poiato buyer who opts out of the prog,ram ciefau ts ona contract wnth a farmer the farmer ;s__ e

Jhn _not ehg:bie for relmbursement under ihe State producer secumy program O















' AMS at USDA, Perishable Agricultural Commodities Act (PACA) .

© - hitp:/fwww ams.usda. gov/fvpaca/FactFinder htm -

http //www ams usda gow‘fv/paca htm L

o What is the Penshable Agr:cuitural

.Commoditxes Acf’

Is there a pena!ty for operatmg wnthcut a
PACA hcense" ICRE L :

::" -The Perashabie Agncultural Commodxtles Aci
i '(PACA) estabhshes acode of fair trading ;
- practices covering the marketmg of fresh anci

"+ 'frozen fruits and vegetables in mtcrstate and
. foreign commerce. It protects growers, .
- - shippers, dtsmbutors retailers and chers o
" who deal in those commodities b}, pmhxbltmg
'_'.'unfair and fraudulent practtces L

S '”Why de husmesses that buy or. se]l fru:ts _
- o and vegetabies need more prote{:t:on th:m _' '

o 'busmesses in other :ndustnes" o
- o o ERE R “difference between profit and ]oss By J s

; .The pmduce mdustry is umque Dealers

handle a product that is very penshable and g
1-or2- day deiay in marketing can mean the S

- spelling out the responsxbxht:es of all par‘ﬂes
- 'the PACA helps to promote the prompt -
- marketing of produce while still protectmg 7 _
i buyers'.and sellers' rights in the event that a’ _1 BRI
e contfact dispute occurs ' S

_-C{)mpames that operate Wxthout a vahd i
" 'PACA license are subject to fines ofup to SERSE
BT 000 for each offense and $250 each da}’

. the offense: contmues Court m;unctlons can
PR be ;ssued agamst those who persmt in.o
R operat;ng wuhau’t a hcense

8 3_. -The PACA is enforced through a hcensmg =
1 system. Almosi everyone mvoiived inthe S
' markeimg of commerc;ai quantities of fresh

~-and frozen frunts and \fegetables in. mterstate SR

Lor forclgn commerce must:maintain a vahd

PACA iicense A produce trader found to -
e ‘have committed unfair trade’ practzces may
" face a civil monetary penalty, _hcense .

- :_-'_suspensaon or, in the most senous cases
.hcense revocatzon ' -

- £/30/2005 3:45PM



- AMS at USDA, Perishable Agricultural Commodities Act (PACA) . =

 HowdoTgetaPACAlicense?

~ How is the PACA program financed?

e Is 2ny0ne exempt frem i;censmg
Y '._'requlrements" S

o ' -What respons:b;ht:es do f{ have as a PACA
f!xcensee" RO BTt

http!/mvwamsusdagav/ﬁfpacaﬁ?actF mderhtm .

. :.Anyone wﬁh hcense questzons or needmg
“assistance i in appiymg for a license | ‘may call .

i '_“__PACA§S toll—free number, 1- 800~495 PACA
o2 : e |

S 'Yes growers are exempt as Iong as they se]i o
- only products that they have grown. Retaﬂers L
~and frozen food brokers representing sellers -

o are exempt until they purchase or act as an ' ':':. i
o 'mtermf“:dlary in'making the sale of 3230, 000

“or more worth of fruits and vegetabies m a

ol calendar year Truckers who are only
R -'_contract camers do not need a hcense

"-PACA hcense and complamt ﬁhng fees
.' __'ﬁnance the administration of the | program

| 'Z_ . 3No tax revenues are used to fund the PACA
S :-pregram '

The 1aw reqmres that produce 1raders comp]y

.  with the terms of their contracts. Sellers must
. ship the ¢ quantity and quaht,f of produce

- specified. Buyers must accept shipments: that
- meet contract specaﬁcatlans and ; pay R
_.:_"'promptiy after acceptance. Prompt payment. .
“'means payment within 10 days unless the
."--bﬁyer and seller, prior to the sale, agree in-
S wratmg to extend the payment time 2

What can I do 1fI have a dxspute w:th a
suppher ora buyer over a busmess
transactmn" : RISt

" "_The PACA Branch of’fers dzspute resolutaon _

e - services 1o members of the produce mdustry R,

. Ifapersonhasa dispute with a licensee over R
- aproduce transaction, that person may file an S

- informal complaint against a licensee for
e _-damages if he or she believes that the licensee
o failed to ‘abide by the law. The written -
SRR '_'-compiamt accompamed by a $60 filing f fee,
- must be filed within 9 months from the date
= '-._payment as due or! damages are suffered

L One of PACA‘S mformal complamt services
S ;mcfudes medla’slon whf:re the PACA Branch
.o rattempts to help the pari:es resoive their S
RS differences ‘Informal mediation is an effectwe -
~way to resolve d;sputes since it places the
e '_-__resoiution of the dtspute dzrecﬂy in the hands
~of the interested pames by provxdmg a forum

* where both sides can air their differencesina . -

873002005 345 PM



o _ usuaily result in clalms hemg filed" U

© AMS at USDA, Perishable Agricultural Commodities Act (PACA)

e '-.-ﬁeutral 'atmos;jheré_“..._ R

it If the pames cannot reach an mformaE

“resolution, the complainant may file a formal

' .-'-"'._com_plamt. A formal complaint is handle_d by

" the Department of Agriculture (USDA) S

- __::_hitp:ffww._'afﬁs',_ﬁﬁ;iaj goyffv’;ﬁéé/f"ébiﬁ in&:ér;htm b

" similar to how alawsuit is handled in a’ couri A
o of laws However mstead of a Judge the
- Secretary of Agncuiture can issue an award

plus interest based on the evidence in the -

o case. Aithough there is a $300 filing fee for a RN

~ formal complaint, the complamant can

L7 Tecover the ﬁhng fee 1f an order i is zssued i
-}_5_'1£s faver B : T

If a hcensee faﬁs to sat;sfy a PACA award
o -USDA will suspend the ﬁrm s Ticense and
- restrict it from operating n the produce
'-'-.'.'_-'-_.'mdustry for. up to 3 years =

What are some unfa:r trade practlces that

- .3F£uiure 115 pay promptly the agreed pnce of o

Rejectmg thhout reasonabie cause produce

e 'bought or contracted to be handled on- .
S con51gnment ' ST

produce that comphes w1th contract terms; - S

;::;.: D;scardmg, dumpmg, or destroymg w;thout
~ “‘reasonable cause any produce. recewed to be
o 'soid on behaif of another ﬁrm ' -

| S Fa;iure to deiwer the contracted produce in a’ Tt
" timely manner and at the price and’ quahty
R ;-_fievei spec1ﬁed in the purchase agreement

i }'-Faxlure or reﬁlsal to account truly and
- “correctly of to make full ‘payment promptly D
- for produce shipped on consxgnment oron R
o 31_. _ jmnt accouni B LR

; Can I recover money from a ﬁrm ihat has
- -gone out of business or has ﬁled for :
L hankmptcy pretectmn" SRR

Yes {}nder the PACA trust promszons A
. buyer must hold its produce-related assets for' "
v the benefit of unpaid pmduce snpphers that

“have presewed their trust rights - This .-~

| - requires firms to place produce»rekated
()bhga’ﬂons above all others Ch



o How long are a seller's rights preserved"

i : _-st:ll fi ie a I’ACA complamt‘?

 AMS USDA, Peridble Agiclual Conmodiies A PACA)

What must sellers do to presewe thenr |

trust rlghts"

' Aithough the trust automaticaﬂy goes mto
- effect at the time the buyer receivesthe -
L :goods sellers must properly preserve ’thelr IE

. . rights by meetmg speczﬁc notlﬁcatlon
reqmrements =

S - 'What are the notification jréf;ui;.fgm_éi_:t:s?-'_"
I automatmailyfortrustProtecnonb}’

The iaw aﬂows PACA i;censees to quahfy

- including on their invoices or other bﬂhng

- documents the foliowmg statement: "The o
S .penshable agrxculturak commodities listed

: on this i invoice are sold subject to the SRR
'-stawtory trust author;zed by Sectmn S(c) '
. of the Penshab!e Agr:cu!turai

._ Commod:taes Act, 1930 (7 U.S. C 499e(c)) e .
- The seller of these commodities retams a e

“ " trust claim over these commodities, all -
R 5.1nventorles nf food or other products s

- derived from these commodities, and any e

o receivables or proceeds from the sale of
o these commndit:es untli fnll payment ;s
S recelved " : -

; __'.__.-:Other pro'duce seii'er's':’ﬁast'pf{)vide’the'buyér' S
== the produce debtor ~- with a written notice -~
- of their intent to preserve trust benefits under . - Tl

- the PACA within 30 days from the date that -
% payment was past due or notification was
- received that a payment mstrument was -

i 'dtshonored - .

."-Trust ciaamants who preserve thmr Imst T
. rights by prcwdmg proper notlce remam

S beneﬁcsanes untﬂ pald

_ _-'.'_'_'How is payment fmm trust assegs
"'_.";_enforced" o _ .

o : The trust isa seif heip taol that is totaliy
g _.-____i_ﬁseparate and unrelated to filing a complamt PSRN
" under PACA. Trust beneficiaries may filein =

" ““the U.S. District Court to enforce payment

~from the trust mamed:ately foilowmg a -

_ buyer's failure to pay promptly.-In cases
" ‘where the debtor is bankrupt, trust.
R _'beneﬁmanes 'should file their cialms for
P payment \mth the bankmptcy court

8 _'.:If 1fi le a trust clazm wnth the court can I

Yes pursumg a ‘tmsi: actmn wr{h ’ihe court o
" does not impede you ; from pursumg a { o s
e "_-compiamt under PACA -

s : htipffwww ams.usda, gdx{fﬁ"ﬁ)a:cak’F %i.ch;inde.r.ht:ﬁ



fﬂ;PACA?

i 'How does the USI)A dec:de :f a PACA

o ____j-How does a I’ACA hcense suspensmn or .

-prmclpals" S

AMS at :“{'}'SI_)'A,“Per_:is'}_ia_bl.é 'Agzji_cu_lmraiCb_fnrﬁé_&_it_i{:é Act (PACA) L

Can I agree to payment terms other than ﬁ'_
_those in the PACA regulations and still -
quahfy for protectmn undcr the trust"

:Afthough PACA prompt payment terms =
- specify payment within 10 days from t‘ne date'. o
- of acceptance, a buyar and seller may agree .~
to extended terms as long as the agreement is
_macie in writing prior to the transaction, and Sy
R the terms are reﬂected on the invoice and all s

other balhng docurnents However the
- ‘agreed-upon payment terms cannot exceed

230 days from the date of aoceptance m o -;'-: SHERL

SR __'quahfy fer trust protectton

o _What isa dlsmplmary actmn under the

L ESDA may penahze a hcensee that s SRR
_:ﬂrepeatediy and flagrantly violates the Act. A _.
- . disciplinary action may result ina suspension. =" .
- or revocation of the firm's PACA license: In. .o~

~lieu of suspens:on or revocatson the S
- “Secretary of Agrzcuiture may assess a civil o
S penalty of up to $2,000 for each xnolation or
B for each day the Vloiataon contmues '

| ; license should be suspended or revoked as L
SR .the resuit ofa dlsc:phnary proceedmg"

USDA consxders the senousness and the S
nature of the viol at;on(s) ‘the number of
“violations that took place, the length of the S
. time period in which the violations occurred S

‘and the effect that the violations had on the -

_-'-produce industry ‘Revocation of the licenseis S

o the mos’z severe penalty ﬁaat can be 1mposed

) '_":l:cense revocatmn restnct a f' rm and/or lts g

"_Foilowmg the suspensmn or revocatlon of a e
- PACA license, the firm and jts responmbly '
-"connected individuals are automancally
o '-subject to licensing and employment - g
" restrictions, which prohxblt those mdav;duals o

- and ﬁrms from morkmg or operating in the

'produce industry for a ceriam period of tlme c

A person is considered to be responsﬁ)iy
~‘connected 1f he/she is an owner;-a par‘mef m
" a partnership, a mémber or manager ina
o limited habzhty company, or an officer,
o director, or holder of more than 10 percent
Cof the smck of a corporatlon or assoma{mn

:-.'As long as the i1cense is suspended the ﬁrm G

" cannot conduct business in the produce -
- industry. Furthermore, none of the persons
S respon&b}y connected with the firm can :
- engage in business under the PACA, nor can L

- anothcr PACA hcensee empioy them T S

i h_t_ip_://w}w-'._a'ms.:u'sé_a; goyfffy';ia;aff actF mder htm B



: AMS at USDA Parlsha‘oleAgmu}tural(lommedities AGtU(PACA) 1 RS :

What are some of the common PACA

vwkatmns that prompt USDA to take o
O 'Siow payment

discxplmary actmn" o

http ;’!mvw ams usda gcm fvpacafFacwmder htm

Fﬁii{.l.fé to_j}éiy':for'pfoqu.(';e' PurChased, Gl

S _Faulure of a commission merchant or -
- .grower's agent to render accurate

o “accountings and pay promptly the net
S -proceeds da}e the sthpers and growers

- '_Flagrant mlsbrandmg or msrepresentaﬁon of : : S
- produce s}upped in mterstate or fore:gn BRI
”_-:-_commerce e O,

i 'Makmg false and mlsieadmg statemenis for a e

_-fraudutent purpose, mciudmg altermg or.. ST
o otherwise fal s1fymg oi’ﬁcral USDA mspecﬁonf'__f PRt SH

T 3cert;ﬁcates and

. -.Thas iaw pﬁis stz'ict reguiatmng Gn g;m
i ".Pmdﬂce industry. Do you ! recewe much
s mdustry res:stance" L TR

. Empioylng a restricted person after recemng i
“ - notice from the USDA that the empioyment 'j '
: -_['_;s prohzbned S i

o j'fhe mdust;y &eveloped and sponsored {hIS . Gl
‘law, and the ma;onty of mdustiy members N
- Ustrongly support the PACA. The act hasbeen ;
- amended several times over the years to keep i
. 'pace with changmg trade practaces The: most

-' -:f % recent rev;szons occurred in 1995

s ."'_..Where can I get more mformatmn about

.You can v1szt our websﬁe at Sl
- http://www.ams.usda. gov/fv/paoa htm for an
. 'more information about the PACA program o

" Here you can find mformatzon about

- j-'ihcensmg, rcsoivmg commercxal dlsputes

i - mediation, PACA pubixcat:ons alist of

= - current PACA violators, a digest of recent "

L dlsmphnary decmons and an Qf’ﬁce dlrcctm'y.'g R e

o :':.'-'We also offer a free Tnternet trammg _
- program that covers the basic mformatmn

you need to know to operate within the s

- PACA. After reviewing the course matenal

- you'll take on-line tests that are scored
automatzcaiiy so you'll get imed:ate

| - “feedback. To begin training, click on the fmk '_ o
U PACAI Internet 'Ermmng Progra,m 1c3cated on SR
e _"fﬁ-sur homepage ha I SRRSO

o - You may c Qntact any ofthe foilow;ng oﬁices



 AMS at USDA, Perishable Agricultural Commodities Act (PACA)

S http://www.ams.usda; goi)/fv*;)a‘?a}fF aciFinder him

S _._.-::zaf you have additzonal questlons about the
B PACAprogram ' G -

'__USDAv AMS F&V Programs
U PACABranch . ono
Lo PO, Box 96456 - T
. "Washington, DC 20090 6456
.- Telephone: 877-622-4716 (ioliafree)
. Fax202- 690-44}3

I --USDA, AMS F&V Programs
. 'PACA Branch - B :
e 0300 W. Congress Sireet Box FBBO
©Tucson, AZ 85701-1319"
St .Teiephone 888-639-0575 (toI -free)
L Fax 520 670 4798 ERST

USDA, AMS F&V Programs
o PACABranch o '
. Building A, Smt? ?60 S
" Glen Ellyn, IL 60137-5832 | _
. i Telephone: 888-693- 0423 (ioll—free)
'Fax 63{) 858 9304 S

S USDA, AMS F&V Programs
" PACA Branch . S
71200 East Copeland Road Smte 404
Arlington, TX 76011-4938 .
- Telephone: 888-901»6137 (toﬁ free)
o _'Fax 817 276 1968 . -

o '_-USDA, AMS F&V Programs
R _'-'PACA Branch = =
622 Georges Road Smte 303
North’ Brunsv«nck, Ni 08920—3303 L
-'.f'Telephene 877-471: 7’}’20 (toli free)
*-'-;'Fax 732 846 0427 N

_ -__:-USDA, AMS F&V Programs S
.'_.'PACABranch R S
-7 18700 Centreville Road Su1te 206 o
* ‘Manassas, VA 20110- 8411
 Telephone: 888-639- 9236 (toli-free)
*"-.’_'-Pax ;GS»BSG 4856 v

_:The U 3 Department of Agrzculture (USDA) prohlb:ts dzscmmmat:on in ali its programs and'._'._- Sy
'_'actmues on the basis. of race, color, national OTigin, sex, religion, age, dlsablhty, political = = L
- beliefs; sexual orientation, or ‘marital or famiiy status.-(Not all prohﬁaxted bases apply to all
SR -:programs ) Persons w1th disabilities who require altematave means for communication of
.- program information: (Braﬂle large print, audlotape etc ) shouid contact USDA’S TARGET i f_' _

s Center at (202) 720-2600 (voice and TDD).

L To ﬁie a compiamt of dxscnrmnatlon write USDA, Dzrector Ofﬁce of Cmi Rights Room
o '326 ‘W, Whitten Building, 14th and Independence Avenue SW, Washlngton DC oo
1 20250-9410 or call (202) 720 5964 (vowe and TDD) USDA is an equai opportumty

2 :__pmv;der and empioyer R

L '-___-_’-'Revased Apnl 2000
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AMS ai USDA, Perishiable Agriculiural Commodities Act @®ACA)

USDA, AMS F&V Programs BN
R . _"_._PACABranch . SR
1200 East Copelami Road Suite 404
* . Arlington, TX 76011-4938 2
';'-'I‘eiephone 88&90%6]3? (toii free)
o '-Fax 837-276 1968 o : .

e PACABranch S
PO Box 96456 -
~'Washington, DC 20090-«6456

e - Telephone: 877- 622—4716 (toii free).":'__':_'

| Fax 202-690-4413

'--'_"USDA, AMS, F&V Pregrams

- PACA Branch

i "_BOOW C(mgress Street Box FBBO

" Tucson, AZ 85701-1319.

5 ":Te‘kephone 888- 639 0575 (toii-f‘reej’3_3

G Fax: 520- 670-4798

USDA, AMS, F&V Programs S

. PACABranch
'_'Bulidmg A Suaie 360
. Glen Ellyn, 1L 60137- 5832

:--Tf:iephone 888-693-0423 (toii fréé)

| Fax 6308589304

SR fmﬁ::JIM_a'm§.'usda;gd\}_lfypafcafﬁac:t?.in'd'e'r'_'him' o

G -'_:'1f you have addational qucstions about the G

':'USDA, AMS F&V Programs

o USDA, AMS F&V ngrams
S "?ACABranch _
622 Georges Road Suate 303
- North Brunswick, NJ 08920-3303
" Telephone: 877- 471 7720 (toi »free)
- Fax: 732-846- 0427 S

R :"USDA, AMS F&VPrograms ; TS
. PACA Branch S
S 8700 Centre\nlle Road Suate 206
L Manassas, VA 20110- 8411 i
.:'_1 Telephone: 888- 639-9236 (toii-free)
- Fax703- 330- 4856 .

S --_:-The U S Department of Agraculture (USDA) pmh}blts discr;mmanon in ail 1ts programs'and R
: -_f_';_actmt:es on the basis of race, colot, national origin, sex, rehgzon age, dzsab;hiy, political R
R '_behefs sexual orlentatzon or mantal or fa1miy status. (Not all prohlbited bases apply to all
L "programs ) Persons with dxsabshtses who require aitematwe means for communication of oo
. program | mformatlon {Braille, large print, audxotape etc ) should contact USDA’S TARGET_

o Center at (zoz) 720-2600 (voice and TDD)

'To faie a complamt of dtscrmunatwn wme USDA, Director Ofﬁce (}f Cm} Rights Room
o ";'326 W, ‘Whitten Building, 14th and Independence Avenue SW Washmgton DC
Sy “20250 9410 or caii (202} 720 5964 (vo;ce and TDD) USDA is an equal opportumty
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