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This statement is submitted by the Express Delivery & Logistics Association (XLA), in response to the Federal Register notice of August 25, 2006 (71 Fed. Reg. 50320), in which the Animal and Plant Health Inspection Service (APHIS) issued an interim rule and request for comments on fees for agricultural inspection at the border between the United States and Canada. XLA is the trade association representing the express delivery services industry; our members include large firms with global delivery networks, such as DHL, FedEx, Purolator, TNT and UPS, as well as smaller businesses with strong regional delivery networks, such as International Bonded Couriers and Midnite Express. Together, our members employ approximately 700,000 American workers.  Worldwide, XLA members have operations in over 200 countries; move more than 20 million packages each day; employ more than 1 million people; operate 1,200 aircraft; and earn revenues in excess of $80 billion annually.

XLA’s comments on the interim rule are as follows:

1. The problems identified in the interim rule should be addressed via dialogue with Canada, rather than the immediate imposition of new fees and inspections. Such an approach would be consistent with existing U.S. commitments.  The goal of the dialogue should be to establish the scope of the problem, the entities causing the problem, and the best way to remedy the situation by targeting those entities.  Both countries should conduct outreach to industry on this matter.
XLA believes that APHIS has identified important concerns in its Federal Register notice. However, we believe it would be more fruitful to address those concerns via a dialogue with Canada.  The first goal of such a dialogue should be to establish the true scope of the problem.  As APHIS did not provide any documentation in this regard, it is difficult to gain an appreciation for how significant the problem is. Through a bilateral dialogue, APHIS and its Canadian counterparts can also seek to identify those entities that are causing the problem or, absent that information, how to identify those violators.  Once that is accomplished, the two countries can establish bilateral programs for punishing those traders who are creating the problems.  
XLA believes that, in holding bilateral talks, the United States and Canada should solicit industry input into the problems and possible solutions.  We believe this is a far more appropriate way to handle the concerns cited by APHIS than the chosen route of imposing fees on the entire cross-border trade and travel community.
A bilateral, consultative approach to these problems would be consistent with the United States’ recent commitments regarding the northern border.  In the 2001 Smart Border Declaration with Canada, the United States committed to limit inspectional requirements to those that are necessary and reasonable, and agreed that any fees imposed would be “equitable.”  In addition, the Security and Prosperity Partnership calls for enhanced common efforts among the NAFTA partners to protect their people and environment, and improve consumer safety - objectives which seem to fit within the scope of what APHIS is addressing in its interim rule.  Despite this, APHIS is proposing unilateral action.
2.  The increased inspectional and bill collection activity resulting from the interim rule could cause significant delays at border crossings, disrupting trade flows between the United States and Canada.
XLA members are extremely concerned about the border crossing delays likely to result from the interim rule’s increased inspections and money collections.  Cash payments could significantly slow traffic, as could confusion on the part of CBP and conveyors over how the fees will be collected. This is especially problematic for XLA’s members, as express operators function with the tightest timetables in the transportation community.  Delays of mere minutes can result in shipments that do not meet their guaranteed windows.  The cost of these delays could be considerable to our industry.
3.  The fees imposed by APHIS appear to be arbitrary, rather than being derived based on a calculation of needed additional resources.
The interim rule imposes a range of fees ($5 per air passenger from Canada, $5.25 per truck crossing or $105 per year, $7.50 per loaded railcar, $70.25 per aircraft and $488 per vessel) to recover the costs of AQI services currently provided at the northern border and also to recover the costs of new, expanded AQI services there. However, APHIS has not provided sufficient detail to support its claim that its costs are not currently being covered, nor to justify the proposed fees.  Without such documentation, it is difficult to assess whether these fees are set at appropriate levels.  APHIS should provide detailed cost breakdowns in order to justify both its contention that its costs are not currently being met and its decision to impose the level of fees required by the interim rule.
4.  The new fees will be a burden to the express industry. 
The new APHIS fees will be a significant cost burden to the express industry.  XLA’s members are likely to incur increased costs in excess of $1 million during the first year alone of these fees.  At a time of higher fuel costs and sharper price competition, these increased fees could be extremely damaging to companies’ profitability.
5.  The fraudulent activities and bioterrorism concerns highlighted by APHIS can be addressed through alternate means.
In its Federal Register notice, APHIS cites several examples of cargo mis-declarations, illegal repackaging and relabelling, and similar fraudulent activities as areas of concern.  APHIS also notes that another issue it is seeking to address is the risk of bioterrorism.  However, APHIS does not explain how the new conveyance fees and examinations called for by the interim rule will identify these activities and alleviate the problems.  It appears that the issues related to fraud can be identified only by documentary review or physical inspection at the shipment level, rather than by the conveyance inspection instituted by the interim rule. And, as to the issues related to bioterrorism, XLA notes that the inspectional activity at the northern border is being conducted by Customs and Border Protection (CBP) employees and that CBP has in place risk targeting practices.   As CBP inspectors are already vigilant to the possibility of bioterrorism risk, we do not understand what further activity in this regard APHIS expects will occur, nor why additional fees are needed to fund it.
Conclusion
In conclusion, XLA urges APHIS to withdraw its interim rule and to engage instead in bilateral consultations with Canada and with members of the trading community to identify workable programs to address the problems highlighted in the Federal Register notice.  XLA would be pleased to participate in such a process.
For further information on XLA’s comments, please contact Sue Presti, XLA Executive Director, at 703.998.7121 or spresti@cox.net.
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