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OVERVIEW

Since our Annual report of July 2006, there have been some new developments and changesin the
Italian environment toward biotechnology. Firdt, after many years of negative votes as a Member
State (MS) in Brussdls, Italy has recently started to vote in favor of (or aostain in) gpproving EU
importation of new biotech events. This mgor development is thanks to increased pragmatism on
the part of the Italian Minigtries of Health and Agriculture. The oppaosition, however, to biotech
remains very srong, including some leading farmer organizations and political parties. This
opposition was shown, in particular, on two recent occasions, the Minister of Environment’s
maintaining a ban on biotech field tests despite gpprova given by the Minister of Agriculture, and
in outcries againgt the new EU regulation alowing up to 0.9 percent GM content in organic foods.

On coexigtence, virtudly no progress has been madein Italy over the past year. The technica
body, established by the central government and compaosed of the regions (recognized by the
Condtitutional Court as the only government entities competent on this matter) has not yet agreed
on the generd guiddines that the individuas should follow to articulate their own coexistence
regulations. No biotech plantings, therefore, are expected in Itay until 2008 if then. Some
regions, such as Lombardy, however, are exhibiting a pro-biotech attitude. This region could
findize its coexisence regulations during the coming fal/winter.

COEXISTENCE

As reported lagt year, the Italian Congtitutiona Court in March 2006 ruled againgt the then
Coexigtence law, which had passed Parliament in January 2005. Basicdly, the law was declared
uncongtitutionad because the respongbility for ddineating coexistence regulations was a function
of regional governments. As a consequence, each of the 20 Itaian regions was mandated to
develop its own regulations on thisissue. The decision has withdrawn the main parts of the law,
induding the “de facto” moratorium and the pend sanction for liability, while it has maintained
only those sections establishing the coexistence principle. At the sametime, it recalled the
decision of the European Court of Justice, denying the request from an Audtrian region to be
considered GM free. However, according to a circular issued by the former Minister of
Agriculture Alemanno, before the end of his mandate (spring of 2006), the moratorium on
planting GM crops has ill to be considered effective until each region approvesits own
coexigence legidation. A specid technica working group has been created within the so cdled
State- Regions Conference, that is supposed to eaborate the generd guidelines to be followed by
the regions when establishing their coexistence rules. These guiddines, that will not be mandatory
for the regions, were expected by the end of June, 2007, but, according to Post contacts, have
been further postponed by afew more months. At the technical working group’ s first meeting last
January a draft heavily anti-biotech text was introduced, specifying, anong the other measures,
buffer zones of 1,000 meters. Lombardy and Veneto, the two leading pragmatic regions, rejected
this approach, and insisted on lower buffer zones of 150 to 300 meters. On the other hand, some
individud anti- biotech regions (Pledmont, Latium and Tuscany, in particular), have taken the
initiative to issue regiond laws establishing a new moratoriain biotech cultivations, evidently out
of fear that in the abosence of their coexistence regulations some farmers might decide to plant
biotech crops).
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To date, the only EU approved-for-planting GM varieties of interest to Italian farmers are corn,
and only afew regionsin the north of the country produce commercid quantities of thiscrop. It is
likely that next fal/winter Lombardy, the mgor corn producing region where the loca

government has shown an understanding of the economic benefits of biotech, could be thefirdt to
Set coexistence rules. If so, however, biotech planting might not takes place before 2009. A
regional coexistence law, even if passed thisfall, needs to beratified by the EU, and this process
can last up to six months. This would make spring 2008 plantings impossible.

SEEDS FOR PLANTING

Asoutlined in last year’ s reports, Italy applies a*“zero tolerance” for adventitious presence of
geneticaly modified seeds in conventiond lots. The main authority in Itdy isthe Minigry of
Agriculture (MOA). The MOA controls regidiration of seed varieties with the Nationa Register
and dso sets policy when establishing the tolerance leve for adventitious presence (AP) of
geneticaly modified seedsin conventiond lots. Article 1 of the Legidative Decree of April 24,
2001, formally implementing the EU Directive 98/95, makes seed planting subject to the authority
of the Minigry of Agriculture, fixing the generd principle that al gppropriate measures need to be
taken to prevent GM seeds from entering in contact with conventiona seeds. For technicd
purposes, the tolerance level is actualy 0.049 percent, or the minimum detectable level.

DELIBERATE RELEASE OF GM

EU Directive 18/2001 was implemented in Italy through the Legidative Decree 334/2003.
Among other measures, the Decree moved the responsibility for this matter from the Minitry of
Hedth to the Minigtry of Environment. However, the same decree made severd minidtries
respongble for authorizing new biotech events. These are Hedlth, Labor, Agriculture, Economic
Development, Education, aswdll asthe CIV (Interministeria Evauation Committee), which was
specificaly created under the lead of the Ministry of Environment, and composed of
representatives from the various minidries. Although the function of the saverd minitries

remains advisory to Environment, the decree aso gives autonomous competence not only to
Hedth and Agriculture to use the safeguard clause. The above Minidtries, therefore, can, “with an
emergency act, temporarily limit or prohibit the release into the market, the use or sale of aGMO,
as such or contained in a product, if, after the date of authorization, based on new information
regarding the assessment of environmentd risks, or following anew evaduation of the exiging
information, based on new or supplementary scientific knowledge, they have reasonable grounds
to believe that such GM can represent arisk for human, anima hegath, or the environment.” The
same decree, furthermore, specifies that the Ministry of Environment should pay particular
atention to the compatibility of biotech release with typicad and high quality products. This
clause is consdered by the Itdian biotech industry to be inconsistent with the EU legidation that
does not identify any incompetibility between biotech crops and typica productions. Thisissueis
highly sengtivein Italy, where traditiona “high quaity” food items are touted as needing

protection from any “contamination” from biotech products.

No new developments have occurred in the last year on deliberate release of GMO's.
Competence remains with the Ministry of Environmen.
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APPROVAL OF NEW BIOTECH EVENTS

Dossiers on gpproving new events for use and importation under the EU Directive 1829/2003
remain under the competence of the Minigtry of Hedth, which generadly worksin srict
cooperation with the Minigtry of Agriculture. While Ity had dways voted againgt gpprova at EU
level meetings amgjor shift occurred in recent months, when the Italian delegation, thanks to the
cooperation between the Ministries of Hedth and Agriculture, voted either in favor of the new
biotech events or abstained. Apparently, the Italian authorities have become sensitive to the
criticiam thet their negetive votes in Brussals were inconsstent with maintaining human and
animd hedth, with Italy’ srole as host of the European Food Safety Authority (EFSA), with Itay’
respongbilities in the EU, with the EU’s commitment in the WTO/SPS agreement to use science,
not politics, as abasis for regulating trade, with Italy’ s dependence on internationa trade to
maintain its food processing industry, and with the interests of Itaian farmers.

Of course, palitical pressures from many anti-biotech groups (including Coldiretti, the leading
farmer organization) will try to change the new Itdian position on the vote on biotech events, but
aswing back to acompletdly negative attitude seems, at current time, unlikely.

FIELD TESTING

After years of prohibiting experimentd fied trids of new geneticaly modified crops, the Italian
Minister of Agriculture, Paolo De Castro, in May moved the Italian agriculturd research
community abig step closer to being able to restart research staled long ago when such fiddwork
was banned. The Minigter of Agricultureis, however, being opposed by the Minigter of the
Environment, Pecoraro Scanio, who is aso leader of the Green Party.

The procedure for regulating such GM crop field trids is covered by EU Directive 2001/18,
which was implemented in Itay by the Legidative Decree 224 on July 8, 2003, and later by a
further implementing Ministerial Decree on January 19, 2005. In accordance with these decrees,
the needed technical approvas for each involved GM crop must come from a specid inter-
minigterid committee congsting of ten members: two gppointed by the Ministry of Agriculture,
two by the Minigtry of Environment and six from the Regions of Italy.

The committee had twenty gpplications to ded with and decided to divide the research protocols
into two groups taking into consderation experimentd priorities. The research gpproved by
Minigter De Castro includes nine different crops: kiwi, citrus, sweet cherries, strawberries, corn,
eggplant, olives, tomatoes and grapes. The second group il awaiting committee action includes
sugar beet, chicory, rapeseed, whest, apples, ornamental plants, potatoes, rice, soybeans, plums
and tobacco.

The Minister of Agriculture has drafted a Ministeria Decree authorizing the nine approved
protocols, and has passed it to the Ministry of Environment for its advice, asis required by law.
Pecoraro Scanio, who has dways maintained a very strong anti- biotech politica postion, publicly
opposed the approva of GMO fidd tridsin Italy. Asaresult of this oppodtion, fidd trids are
“de facto” suspended, despite the protocols having been approved in an absolutely clear process,
agreed to even by the regions and the expert committee, which includes two appointees from the
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Ministry of Environment. A solution to this contest between the two ministers can be found only
a the politicd level, and does not seem easy.

TRACEABILITY AND LABELING

Traceghility and labeing regulations were fully implemented in Italy in April 2004. Since then,
however, virtuadly no foods have been sold at retail level labded as GM products, due mainly to
the worries of processors and distributors that they will be targeted by so-called consumer groups.
This does not necessarily mean that no GM food products are consumed in Italy. Many observers,
for example, bdieve that most of the soybean oil produced in Italy from imported GM soybeansis
used by the hotel and restaurant sector, which do not have to label their retailed foods. In the case
of animd feeds, the main GM feed ingredient is, of course, soybean med. After years of denid,
most media and even anti- biotech groups are redizing that most typical Italian DOP products,
including Parmigiano Reggiano, Grana Padano and Parma ham come from animasintensvey

fed with GM soybean medl.

In mid June the EU Council passed aregulation fixing a 0.9 tolerance leve for organic foods.
This action was badly received by many Itaian groups (farmer organizations, politica parties,
environmentaigts, etc). Asaresult the Itdian Minister of Agriculture drafted a decree establishing
atechnica zero tolerance for GM content in organic foods, which would actudly mean a0.1
percent level asthe minimum detectable level. The State and Regiond Conference ahs already
endorsed this draft legidation. The new decree will supposedly become effective only in January
2009, leaving dl the needed time, as the Minister explained, to refine the rules at the nationd
level and notify them to the EU.
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