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GIPSA Bonding Requirements
AFBF Policy Development - April 2015

Issue: Currently, Grain Inspection Packers and Stockyards Administration (GIPSA) regulations require that livestock buyers
(including individual buyers, auction houses, and packers) obtain a bond that provides protection for livestock sellers in the
event of buyer insolvency. Bond requirements are based on the buyer’s volume of business, with the typical bond
requirement based on the average of two days of business (minimum $10,000). In practice, bonds are almost never sufficient
to cover losses when a buyer fails to make payment. According to the most recent GIPSA annual report, for 2010 through
2013, the average restitution to sellers with claims against a buyer bond amounted to just 22 percent of what was owed. The
maximum restitution was 47 percent in 2011 and the minimum was just 5 percent in 2013. The deficiency of bonds leaves
livestock sellers to absorb significant losses due to circumstances well beyond their control. A more effective alternative
means of protecting livestock sellers from non-payment by individual buyers, auction houses, or packers is needed.

Questions:

Do livestock sellers want an alternative mechanism for compensating in the event of default or non-payment by buyers? If
s0, and a mechanism can be developed, which of the following three options are you most apt to support?

1) Anindemnity fund to cover bonding that would be funded by producers through sales receipts.

2) Receivable insurance for sellers.

3) Expansion of the livestock trust currently administered by the Packers and Stockyards Administration covering claims

against packers.

What are the benefits to the chosen approach for a livestock seller?

Current AFBF Policy: 312 / Packers and Stockyards Act — Paragraph:

6. The bonding requirement for livestock dealers and packers should be strengthened and more stringently enforced.
The requirement should be reviewed on a quarterly basis and be adjusted to reflect the volume of the maximum
financial exposure to producers and/or their brokers and then be made available to the public.

Additional Resources:

GIPSA 2013 Annual Report (most recent available) -
http://www.qgipsa.usda.gov/psp/publication/ar/2013 psp_annual report.pdf

GIPSA Information for Registered and Bonded Market Agencies Buying on Commission and Dealers -
http://www.gipsa.usda.gov/psp/dealer.aspx

Overview of Livestock Trust Provisions in Packers & Stockyards Act - http://www.gipsa.usda.gov/psp/livetrust.aspx

Policy Development video - http://fbvideos.org/issues/policy-discussion/
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