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producers may be classified as small
entities.

In 1994, the reported U.S. production,
mostly covered under the agreement,
was approximately 4.25 billion pounds
of peanuts, a 25 percent increase from
the short 1993 crop. The preliminary
1994 peanut crop value is $1.23 billion,
up 19 percent from the 1993 crop value.

The objective of the agreement, in
place since 1965, is to ensure that only
wholesome peanuts enter edible market
channels. About 70 percent of U.S.
shellers (handlers), handling
approximately 95 percent of the crop,
have voluntarily signed the agreement.
Under the agreement, farmers’ stock
peanuts with visible Aspergillus flavus
mold (the principal source of aflatoxin)
are required to be diverted to non-edible
uses. Each lot of milled peanuts must be
sampled and the samples chemically
analyzed for aflatoxin contamination.
Signatory handlers who comply with
these requirements may be eligible for
indemnification of losses for individual
lots of their peanuts which test positive
to aflatoxin. Indemnification and
administrative costs are paid by
assessments levied on handlers
signatory to the agreement.

The Committee, which is composed of
producers and handlers of peanuts,
meets to review the rules and
regulations effective on a continuous
basis for peanuts regulated under the
agreement. Committee meetings are
open to the public, and interested
persons may express their views at these
meetings. The Department reviews
Committee recommendations and
information, as well as information from
other sources, and determines whether
modification, suspension, or
termination of the rules and regulations
would tend to effectuate the declared
policy of the Act.

The Committee met on March 22 and
23, 1995, and unanimously
recommended several changes to
incoming, outgoing, and
indemnification regulations for 1995
and subsequent crop peanuts.

The Committee recommended
amending § 998.100 Incoming quality
regulation by revising paragraph (c) to
provide that commercially acquired lots
be designated as Segregation 2 peanuts
(rather than Segregation 1) by the
Federal or Federal-State Inspection
Service (Inspection Service) when
exceeding .50 percent freeze damage
and/or 14.49 percent loose shelled
kernels (LSK’s) when the Inspection
Service is notified that a contract
between the producer and the handler
specifies these more restrictive
tolerances.

Currently, § 998.100 (b) defines
Segregation 1 peanuts as farmers’ stock
peanuts with not more than 2 percent
damaged kernels nor more than 1.00
percent concealed damage caused by
rancidity, mold, or decay and which are
free from visible Aspergillus flavus.
Section 998.100 (c) defines Segregation
2 peanuts as farmers’ stock peanuts with
more than 2 percent damaged kernels or
more than 1.00 percent concealed
damage caused by rancidity, mold, or
decay and which are free from visible
Aspergillus flavus.

The recommendation was not adopted
by the Department. The current
standards are rules of general
applicability which apply to all peanuts
without regard to any contractual
agreements between individuals. Buyers
and sellers are free to agree to a variety
of contractual terms. However, such
agreements should not have the effect of
determining whether peanuts are
Segregation 1 or 2 as those terms are
defined in the regulations.

Previously, § 998.100(i) Shelled
peanuts read ‘‘Handlers may acquire
from other handlers, for remilling and
subsequent disposition to human
consumption outlets, shelled peanuts
(which originated from ‘‘Segregation 1
peanuts’’) that fail to meet the
requirements specified for human
consumption in paragraph (a) of the
Outgoing Quality Regulation
(§ 998.200). Any lot of such peanuts
must be accompanied by a valid
inspection certificate for the grade
factors and must be positive lot
identified. * * * Peanuts acquired
pursuant to this paragraph shall be held
and milled separate and apart from
other receipts or acquisitions of the
receiving handler, and further
disposition shall be regulated by
paragraph (h)(1) of the Outgoing Quality
Regulation (§ 998.200)’’.

This rule continues in effect the
revision made in paragraph (i) of
§ 998.100 to allow movement of shelled
peanuts, which originated from
Segregation 1 peanuts, without
inspection and positive lot
identification (PLI), from one handler to
another and does not require the
receiving handler to hold and mill such
peanuts separate from other receipts and
acquisitions. The high degree of control
that had been in place for such
transactions is no longer needed
because the peanut industry has
changed from small locally owned
plants to large corporations with strict
quality control procedures. The
Committee believes that relaxing the
requirements will enable handlers to
reduce processing and storage costs and
increase movement of peanuts without

jeopardizing the agreement’s quality
control and lot identification objectives.

Section 998.200 Outgoing quality
regulation was amended by revising
paragraphs (f) and (h)(1) to allow
handlers to transfer peanuts to any
handler or to domestic commercial
storage without PLI and certification of
meeting quality requirements when it
leaves the first facility. Previously,
§ 998.200(f) Inter-plant transfer read
‘‘Any handler may transfer peanuts from
one plant owned by him to another of
his plants or to commercial storage,
without having such peanuts positive
lot identified and certified as meeting
quality requirements, but such transfer
shall be only to points within the same
production area and ownership shall
have been retained by the handler.
Upon any transferred peanuts being
disposed of for human consumption,
they shall meet all the requirements
applicable to such peanuts’’.

Prior to the issuance of the interim
final rule, § 998.200(h) Peanuts failing
quality requirements read ‘‘(1) Handlers
may sell to or contract with other
handlers, for further handling, 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 this
section. Lots of peanuts disposed of in
this manner must be accompanied by a
valid grade inspection certificate, and
must be positive lot identified.
Transactions made in this manner shall
be reported to the Committee by both
the seller and the buyer on a form
provided by the Committee. Any such
peanuts acquired by handlers pursuant
to paragraph (i) of the Incoming Quality
Regulation (§ 998.100) shall be held and
milled separate and apart from other
receipts or acquisitions of the receiving
handler and further disposition shall be
regulated by the requirements specified
heretofore or pursuant to paragraph
(h)(3) hereinafter’’.

This high degree of control is no
longer needed. As stated earlier, the
peanut industry has changed
dramatically from many small locally
owned and operated plants to large or
multinational corporations with strict
quality control procedures located
throughout the different production
areas in the United States. Relaxing the
regulation allows freer movement of
peanuts, more efficient use of facilities,
and reduced numbers of inspections,
resulting in lower costs and a more
competitive industry, without
compromising the program’s quality
control objective.

Under paragraph (h) of § 998.200,
peanuts failing quality requirements for


