USDA
2OA

Cargill Meat Solutions Corp., Establishment 86M
Export of Ineligible Beef to Japan

January 10, 2013

EXECUTIVE SUMMARY

A shipment from Cargill Meat Solutions Corp., Establishment 86M, 590 Road 9,
Schuyler, NE (Cargill) to Japan containing 429 cartons weighing 19,921 pounds of beef
rib meat cap plate, product code J91030, included one carton of beef rib, short rib
bone-in, Product Code 20391, that was not eligible for export to Japan. Beef rib, short
rib, bone-in is not identified on the List of Approved Exportable Products to Japan for
Cargqill Est. 86M. The United States Department of Agriculture (USDA) was unable to
verify that this product was derived from cattle 20 months of age or younger, as
specified under the Export Verification (EV) program for beef exports to Japan. Japan
consequently suspended import procedures from products originating from this
establishment and requested a report from USDA resulting from a detailed inquiry of
this incident.

The USDA inquiry concluded that ineligible product code 20391 beef rib, short rib bone-
in was erroneously added to the shipment exported to Japan as a result of an
inadequate scanning system and controls at the shipping establishment, Nor-Am
Logistics, Inc., Establishment 20968A, 481 Country Road 9, Schuyler NE (Nor-Am), a
cold storage facility.

During the process of transferring cartons of product from Cargill in June 2012, Nor-Am
received one carton of beef rib, short rib bone-in, product code 20391 that had a
damaged label. A Nor-Am employee attempted to scan the label but the scanner was
unable to read the damaged label. Nor-Am’s practice was to return cartons with
damaged labels to Cargill, however this was not done. Because of the damaged label
the carton was not scanned into Nor-Am’s inventory system, this carton was not placed
under inventory control and Nor-Am was unable to determine how the carton of
ineligible product was placed into the shipment for export to Japan. With no additional
pre-shipment verification checks to ensure that only eligible product was loaded, the
ineligible carton was exported to Japan.

As corrective actions, Nor-Am has established a pre-shipment review to verify the

eligibility of the cartons included in orders destined to Japan, and has retrained all
employees on export program requirements for Japan, including procedures to follow
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when deviations occur. Effective December 10, 2012, the new validation process will
confirm the carton count on each pallet to be validated in the Nor-Am Warehouse
Management System (WMS). The WMS will automatically stop the loading process if
an ineligible product code is identified and notify the Nor-Am manager. Only authorized
personnel will be able to restart the system. In addition, Nor-Am has added an
additional verification step prior to loading the pallet onto the transport vehicle, including
a visual inspection of the cartons’ labels and condition. Cargill has reviewed and
verified the corrective actions taken by Nor-Am and will implement a random,
unannounced audit of Nor-Am to observe the loading process of products being shipped
to Japan.

Based on USDA's review and verification of Nor-Am and Cargill's corrective actions,
USDA is prepared to resume certification of products for export to Japan from Cargill,
Establishment 86M. .

PURPOSE

The United States Department of Agriculture (USDA) conducted an inquiry into the
operations of Cargill Meat Solutions Corp., Establishment 86M (Cargill), to assess
events surrounding the inclusion of one carton of beef rib, short rib bone-in which was
not listed on the export certificate and was not produced under the Export Verification
program for export to Japan in a shipment to Japan.

BACKGROUND

The export of U.S. meat products to Japan is facilitated by the activities of three
separate but interdependent entities:

1) the U.S. meat and poultry industry,

2) USDA's Food Safety and Inspection Service (FSIS), and

3) USDA's Agricultural Marketing Service (AMS).

The U.S. meat industry is responsible for the slaughter of healthy animals and
preparation of food products that are wholesome, properly labeled, and not adulterated.
In addition to meeting U.S. food safety standards, the industry must meet all
requirements imposed by importing countries. Both U.S. food safety requirements and
the trade requirements of importing countries must be met before a product can be
certified by USDA for export from the United States.

FSIS is responsible for the inspection of meat and poultry products and the certification
of products for export to other countries. FSIS Directive 9000.1, Revision 1, “Export
Certification,” published March 1, 2006, provides an in-depth description of these
responsibilities. The primary regulatory role of FSIS is to make critical determinations
that meat and poultry products are not adulterated and meet all U.S. food safety
standards for sale in domestic or international commerce. This regulatory activity is
complete when FSIS applies the USDA mark of inspection. However, additional



verifications are necessary after inspection is complete in order for FSIS officials to
execute certifications of product for export.

AMS is responsible for developing EV Program standards to ensure that establishments
certified for export can meet the additional requirements of importing countries. These
programs are approved and monitored by AMS for a fee, which is paid by participating
establishments.

The combination of a USDA mark of inspection and an AMS EV Program provide
assurance that U.S. meat and poultry products offered for export may be certified as
meeting all U.S. food safety standards and importing country trade requirements.

RESULTS OF INQUIRY

The USDA inquiry resulted in the following determinations:

e Cargill, as exporter of record, was unable to prevent the improper export to
Japan of one carton of ineligible beef rib, short rib bone-in, product code 20391,in
a shipment of 429 boxes product marked as beef rib meat cap plate, product
code J91030. Cargill uses the ‘J’ mark to distinguish product eligible for export to
Japan. The shipment was exported using FSIS Meat and Poultry Export
Certificate of Wholesomeness, MPI1-883592.

e Nor-Am Logistics, Inc., Est. 20968A (Nor-Am), as exporting establishment, failed
to prevent the improper export to Japan of ineligible beef rib, short rib, bone-in,
product code 20391. The shipment of 429 boxes of beef rib meat cap plate,
product code J91030 was certified on FSIS Meat and Poultry Export Certificate of
Wholesomeness, MPI-883592.

e Nor-Am is physically connected to Cargill Est. 86M via a completely sealed
tunnel containing a conveyer system. Cartons of product are transferred via the
conveyer system from Cargill to Nor-Am on a daily basis for cold storage and
shipment.

e USDA trace-back analysis confirmed that 428 cartons of beef rib meat cap plate
in the shipment were derived from age verified cattle 20 months of age or
younger which were verified as conforming product produced during the export
approval process. The trace-back also concluded that one carton of beef rib,
short rib bone-in, product code 20391, could not be verified to have originated
from age verified cattle 20 months of age or younger, although this product was
verified to have originated from cattle less than 30 months of age.

e During the process of transferring cartons of product from Cargill in June 2012,
Nor-Am received one carton of beef rib, short rib bone-in, product code 20391
that had a damaged label. A Nor-Am employee attempted to scan the label but
the scanner was unable to read the damaged label. Nor-Am’s practice was to
return cartons with damaged labels to Cargill, however this was not done.
Because of the damaged label the carton was not scanned into Nor-Am’s
inventory system, this carton was not placed under inventory control and Nor-
Am was unable to determine how the carton of ineligible product was placed into



the shipment for export to Japan. With no additional pre-shipment verification
checks to ensure that only eligible product was loaded, the ineligible carton was
exported to Japan.

Nor-Am concluded that its procedures for scanning cartons into its inventory
system were inadequate to preclude the inclusion of ineligible products. These
scanning procedures did not include steps to address damaged labels or bar
codes that could not be read and did not alert employees or management of
significant deviations. In addition, Nor-Am did not have adequate pre-shipment
verification steps to prevent the inclusion of ineligible products prior to loading
product for shipment.

The root causes were inadequately designed scanning procedures and shipping
controls by Nor-Am.

CORRECTIVE ACTIONS

As of December 10, 2012, Nor-Am has taken actions to correct conditions that caused
or contributed to the export of ineligible product to Japan.

A Nor-Am employee, specially trained in the validation process, will confirm the
carton count on the pallet to be validated in the Nor-Am Warehouse Management
System (WMS) and will scan each carton’s serial number (barcode) to validate
that it belongs on the order. As a preventative action, if a carton does not belong
on the order, the scanning devices have been reprogrammed to create a ‘hard
stop’. The ‘hard stop’ prevents the employee from continuing the inventory
process if an ineligible product is scanned. The cause of the ‘*hard stop’ is then
identified and corrected.

o Should a ‘hard stop’ occur, the WMS will send an email to the Nor-Am

Manager and his designee.
o A password override is then required by a separate authorized Nor-Am
employee to restart the validation process.

Prior to loading, the Nor-Am Supervisor/Lead will visually inspect the prepared
load for proper labeling and carton condition.
As each pallet enters the trailer, a Nor-Am Supervisor/Lead performs a final
carton count verifying total cartons loaded on the trailer.
Nor-Am supervision has retrained all employees on export program requirements
for Japan and the verification processes. Nor-Am employees have been trained
using scanning devices and export verification procedures for Japan product,
including procedures to follow when deviations occur. All training has been
documented in training logs for verification purposes.

Cargill has reviewed and verified that the corrective actions taken by Nor-Am are
currently in place:

The written procedures for verifying shipments destined to Japan have been
posted in a prominent place at Nor-Am in both the English and Spanish
languages.



A Cargill representative has reviewed the training documents for export
procedures and for serial number validation, complete with signatures in the log
book for those employees receiving the training.

A Cargill representative has verified the program changes in the scanning
system that will stop the scanning process if a failed carton count

or an unrecognized serial number is detected. During testing, the email was
generated to the Nor-Am Manager advising him that a failure in the scanning
system was observed and the scanning process was stopped until the Manager
verified that the carton was removed from the shipment.

As an additional corrective action, Cargill has implemented a random audit of
Nor-Am to observe the loading process of products to be shipped to Japan. A
Cargill employee will visit Nor-Am unannounced to observe the shipping process
to Japan.

CONCLUSIONS

USDA conclusions from this inquiry are as follows:

The one carton of ineligible beef was not intended for export to Japan, though it
was inspected and passed by the USDA for human consumption and was at the
time of export, safe and wholesome and fit for human consumption.

USDA was unable to verify that the ineligible product was derived from cattle 20
months of age or younger. However, USDA was able to verify that the ineligible
product was derived from cattle less than 30 months of age.

The inclusion of ineligible product code 20391, beef rib, short rib bone-in, was
due to inadequate scanning and shipping procedures by Nor-Am, Est. 20968A,
that failed to preclude the inclusion of ineligible products in shipments.

USDA has reviewed and verified the corrective actions outlined in the previous
section of this report.

USDA is prepared to resume the certification of products for export to Japan from
Establishment 86M since acceptable corrective actions are in place.
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