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2 percent foreign material. Prior to
movement of such peanuts to a
blancher, handlers shall report to the
Committee, on a form furnished by the
Committee, and receive authorization
from the Committee for movement and
blanching of each such lot. Lots of
peanuts which are moved under these
provisions must be accompanied by a
valid grade inspection certificate and
the title shall be retained by the handler
until the peanuts are blanched and
certified by an inspector of the Federal
or Federal-State Inspection Service as
meeting the requirements for disposal
into human consumption outlets. To be
eligible for disposal into human
consumption outlets, such peanuts after
blanching, must meet specifications for
unshelled peanuts, damaged kernels,
minor defects, moisture, and foreign
material as listed in paragraph (a) of this
section and be accompanied by an
aflatoxin certificate determined to be
negative by the Committee * * *’’

Paragraph (h)(4) of § 998.200 reads
‘‘Handlers may contract with Committee
approved remillers for remilling shelled
peanuts (which originated from
Segregation 1 peanuts) that fail to meet
the requirements for disposition to
human consumption outlets heretofore
specified in paragraph (a) of the
Outgoing Quality Regulation: Provided,
That such lot of peanuts contain not in
excess of 8 percent damage and minor
defects combined or 10 percent fall
through or 2 percent foreign material.
Prior to movement of such peanuts
under these provisions to a Committee
approved remiller, handlers shall report
to the Committee, on a form furnished
by the Committee, and receive
authorization from the Committee for
movement and remilling of each such
lot. Lots of peanuts moved under these
provisions must be accompanied by a
valid grade inspection certificate and
must be positive lot identified and the
title of such peanuts shall be retained by
the handler until the peanuts have been
remilled and certified by the Federal or
Federal-State Inspection Service as
meeting the requirements for
disposition to human consumption
outlets specified in paragraph (a), and
be accompanied by an aflatoxin
certificate determined to be negative by
the Committee. Remilling under these
provisions may include composite
remilling of more than one such lot of
peanuts owned by the same handler.
However, such peanuts owned by one
handler shall be held and remilled
separate and apart from all other
peanuts* * *’’

Paragraph (h)(2) of § 998.200 is being
relaxed to allow individual handlers to
move failing peanuts containing not in

excess of 10 percent total unshelled
peanuts and damaged kernels or 10
percent foreign material to Committee
approved blanchers, rather than
reworking (blanching) at their own
facilities. Also, paragraph (h)(4) of
§ 998.200 is being similarly relaxed to
allow individual handlers to move
failing peanuts to Committee approved
remillers for remilling shelled peanuts
containing not in excess of 10 percent
total unshelled peanuts and damaged
kernels or 10 percent fall through or 10
percent foreign material.

However, before such peanuts go to
human consumption outlets, the
peanuts have to be certified as meeting
human consumption outlet
requirements (must meet minimum
requirements specified in ‘‘OTHER
EDIBLE QUALITY’’ (NON-
INDEMNIFIABLE) GRADES—WHOLE
KERNELS AND SPLITS table of
§ 998.200 (a) and must also be certified
‘‘negative’’ (not more than 15 parts per
billion) as to aflatoxin).

The rule recognizes the current
generally more efficient, higher
technology processing capabilities of
blanchers’ and remillers’ facilities and
practices compared with the typical
handler’s facility and is intended to
provide handlers more reconditioning
flexibility. This rule will tend to reduce
limitations on handlers by allowing
them to use blanchers’ and remillers’
generally more efficient grading and
milling facilities to rework such
peanuts, improve handlers’ competitive
position, especially with regards to
imported peanuts, by better utilizing
peanut supplies and existing facilities
and increase peanut movement to
higher value markets.

This action also revises paragraph (j)
of § 998.200 to exempt certain peanuts,
including those of a lower quality than
Segregation 1 for domestic crushing,
from being assessed to lower the
handlers’ costs for these lower value
peanuts, as authorized by §§ 998.48
Assessments and 998.31 Incoming
regulation of the agreement.

The Committee also recommended
that this exemption apply to Segregation
1 peanuts for crushing. However, the
recommendation was not adopted by
the Department because the agreement
provides no authority for such an
exemption and it would require an
amendment to the agreement through
formal rulemaking procedures to add
such authority. Segregation 1 peanuts
are sometimes commingled with
Segregation 2 or 3 peanuts. In such
cases, the Segregation 1 peanuts take on
the identity of the lower quality
Segregation 2 or 3 peanuts, because it
dilutes the quality of higher quality

Segregation 1 peanuts. In those cases,
the quantity of former Segregation 1
peanuts which were commingled will
be exempt from program assessments.

Further, this action amends § 998.300
Terms and conditions of
indemnification by establishing reduced
indemnification values specified in
paragraphs (h), (i), and (x); and revising
paragraph (z) by specifying a reduced
ceiling and/or number of claims to
‘‘trigger’’ payments. The
indemnification value of rejects and
entire lots is reduced to 35 cents per
pound from the current 45 cents. This
action will reduce the problem
encountered by the Committee and the
Department on 1993 crop
indemnification claims when the
indemnification payment ceiling and
number of claims was significantly
exceeded and the Department was asked
for and approved the authority for the
Committee to spend up to $500,000
from the indemnification reserve fund
to pay the excess claims. This action is
expected to reduce by $2 million the
cost to the Committee for
indemnification payments, and reduce
the possibility of handlers making
indemnification, rather than the edible
market, the primary market for peanuts
when regular market prices are low.
When the market is weak some handlers
may send their peanuts directly to
indemnification rather than incur the
cost of reworking the peanuts to
improve the quality of the lots enough
to sell them in the edible market.

The unchanged portions of the
incoming, outgoing, and
indemnification regulations currently in
effect for 1994 crop peanuts are left in
effect, as is, for 1995 and subsequent
crop years.

In accordance with the Paperwork
Reduction Act of 1988 (44 U.S.C.
Chapter 35), information collection
requirements that are contained in this
rule have been previously approved by
the Office of Management and Budget
(OMB) and have been assigned OMB
No. 0581–0067.

Based on the above, the Administrator
of the AMS has determined that this
interim final rule will not have a
significant economic impact on a
substantial number of small entities.

Written comments, timely received, in
response to this action, will be
considered before finalization of this
rule.

After consideration of all relevant
matter presented, the information and
recommendations submitted by the
Committee, and other information, it is
found that the changes set forth below
will tend to effectuate the declared
policy of the Act.


