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RE: Public Comments on th&dvanced Notice of Proposed Rulemaki{§NPR) for
the United States Standards for Soybeans

The National Grain and Feed Association (NGPAR9yth American Export Grain
Association NAEGA) andthe Grain Elevator and Processing Soci&#APS
appreciate the opportunity to subrttits jointresponse tthe Grain Inspection, Packers
and St ockyar dsANPRJregarding she Unded States Sm/bean Standards,
postedin theMay 1, 2007edition of theFederal Register

The NGFA, established in 1896, is the Un&sed nonprofit trade association that
consists of approximately 900 grain, feed, processing and-graied firms comprising
more than 6,000 facilities that handle more than 70 percent of U.S. grains and oilseeds.
With about 358member companies with feed manufacturing operations at conanerci
feed mills and integrated livestoc&nd poultryfeeding operations, the NGFA is the
nationds | argest trade association represent
with the NGFA are 35 state and regional grain and feed associations. The NMGFa®
strategic allianes with Pet Food Institute, GEAPS\dNAEGA.

GEAPS is a nefor-profit professional association dedicated to advancing
leadership, innovation and excellence in grain handling and processing industry
operations. There are currgniome 2,500 GEAPS members in 17 countries. The
majority of members is employed in North America and is responsible for the operation
of more than 10,000 grain handling facilities worldwide. The GEAPS organization
comprises 31 local chapters in North Angaiii 28 in the United States and three in
Canada.

NAEGA, established in 1912, is a rlotr-profit trade association comprised of 35
private and publicly owned companies and farowned cooperatives involved in and
providing services to the bulk grain aoilkeed exporting industry. NAEGA member
companies ship practically all of the bulk grains and oilseeds exported each year from the

| United States.



Overall, we believe that thexisting soybean standards have served the market
very well in the past andontinue to do soWe do not find significant or compelling
commercial concern or market signals to warrant chamge. existing standards provide
a very good base set of grade descriptions that allow the marketplace to maintain great
efficiency in marleting and delivering U.S. soybeans to domestic and global customers.
That efficiency also translates into providing the soybean producer the highest possible
market price fotheir product. Theexistingstandards provide a very sound base of
information,which customers may modify if their specific needs are somewhat different
than provided for in the standards, and the market can respond to those individual needs
through contract specification changes for different grade factors egradie factors.

This allows the market to be both efficient and responsive to individual customers,
without forcing all other customers to pay premiums for specifications that they do not
need.

While research indicates that FM levels in soybeans have declined sligtrdy in t
last 10 years, we submit the decrease is not really significant enough to warrant changing
the definition in the standards. We dondt p
a significant market issue with most customers, and as stated earlisdividual
customer can contract for a lower FM level than provided for in the standards, without
forcing the entire market to pay the premium necessary to produce lower FM levels. In
addition, it should be recognized that a tightening of the stasaardld force the
commercial marketplace to establish stricter commercial grading practices to meet such
standardsand competitive marketing margins likely would reflect the additional risk the
buyer faces in meeting the tighter definitions. We thinkpifeelucer would end up being
economically penalized by the changes that would be expected to occur.

Existing standards serve the U.S. very well in supporting the delivery and
marketing of U.S. soybeans at the lowest possible c@stntemporary trade peace is
very effective in defining and communicating value. Those same trade practicabdnave
proven ability to rgpond to changing market conditions. Importantlynsistency in
official standards is a key element in providing for successful traddegarahanging
standards that seem to be workwgll and that a widely known andinderstoody the
customer base for U.Soybeansin our view, would only cause additional confusion
among customers and the entire marketing chain, and add more cbstsystem.
Existing standards serve the U.S. very well in supporting the delivery and marketing of
U.S. soybeans at the lowest possible cost.

In conclusion, as the current U.S. standards provide a sound base of information
for efficient marketing, anthose standards are well known to dependable customers
around the world, unless something in the marketplace has changed substantially or there
is an obvious, compelling need for changing the standards, any proposal for change
should be rejected.

Resposes taheindividual questionposted in the ANPRre presented below.

Foreign Material

1. Is the definition of FM, as provided in the soybean standatifissufficient for
current marketing practices?



The definition of FM remains sufficient f@urrent marketing practices. The
existing research indicates that while the mageof FM has changed somewhat,
FM levels delivered to customers in domestic and export marke¢anba
declined that much. To the extent that any customer wants to buryFddve

soybeans than exist in the standards, that can be a separate contract specification.

Virtually all customers indicate they do not want to pay more for the lower FM.

If the standards were changed to have #2 yellow soybeans at a lower FM level, it
would force all customers of such soybeans to pay a premium which, for the most
part they do not want to pay.

How does our method for separating FM from soybeans compare to the
commercial cleaning process? Please provide as much detail as possible as to
how FM is determined in the market or for the segmetiteomarket that you
represent.

It is our understanding that very little cleanisglone at domestic processing
facilities.

In order to provide a better representation of actual market vails®ybeans,
should we consider developing and adopting a{falljomated process to better
reflect commercial cleaning capabilities? Please elaborate on the type of
equipment (and sieves, if applicable) necessary for using such a procedure for
separating M from soybeans.

No.

Do small broken pieces of soybeans have processing value? Siepldcedure
be amended so that brokens are not considered as FM?

Small broken pieces of soybeans do hewee degree gfrocessing valueBut

whole beans havetdagher and more predictable processing value, so producers
and handlers should employ appropriate handling methodsjlaplenhandlings
dotend tocreate more broken beans as they move through the stream. Farmers
can also create additional brokenshagvesting soybeans with improperly

adjusted combinesResearch indicates that the percentage of broken beans
FMhas remained fairly constant across
necessary to spend the timguiredto segregate broken bednsm other

screenings in the grading process, as competitive marketing margins already
account for the valuef broken beans the FM. As noted previously, processing
plants generally do not clean the soybeans before processing.

Do processors haveraethod for removing soybeans from the plfdt, should
the procedure be amended so that pods, with or without soybeans in them, will be
considered as FM?

There is no good way to remove soybeans from the pod in the processing
operations for soybeansVhile the research shows that the percentage of pods in
FM is growing someit remains below 10% of total FM, and thus not a significant

t

he



factor. Itis our understanding that the graders take the soybeans out of the hull in
the grading process, so the famneceives the benefit of any soybeans that
somehow come free of the hull in the processing operation. We do not see these
considerations as a cause to change this part of the standard.

6. In light of changes in the production practices of soybeansdioabout by
various technological developments, farm programs,ahdr factors, should the
grading limits for FM be amended? What shothld new grade limits be? Please
provide a rationale for any changes, and if possible, project the quantifiabke cost
and benefits for the U.S. soybean market if the grade limits were amended.

We do not think, based upon the evidence offered in previous responses, that
changes in FM definition or standards are justifi$de would expect, if

anything, that there woulde increased costs and increased risks to the marketing
industry that would likely be reflected in reduced cash bids. There would be no
substantiabffsetting benefit, if any.

Damage

7. Do wafered kernels (wafers) containing minimal amountsnoéat” have
processing value? If not, or if the value is appreciabiuced, should the
procedure be amended so that wafers, to include soybeans with minimal amounts
of meat, are considered damaged for inspection and grading purposes?

Wafered edofisbybekhs may have some mini ma
for processing to extract the valudoweverwe dondét see this as a
change the standards. In years or in regions where there is higher levels of this

kind of damage, the market cadjust for it by wider basis levels that reflect the

lower value of the commoditiy those locations where the damage is occurring at

levels that reduce the fundamental value of the raw soybeans

Other Factors

8. Are there other factors for whiolkie should offer analyses/determinations that
would provide better or more complete information to facilitate the marketing
and/or processing of soybeans?

No. The industry currently provides what the buyers end users want on an
Afanseededo basis.

9. Since oil and protein content are considered to be the true determinants of value
for soybean processing, should analysis of oil and protein content be mandatory,
nongradedetermining factors that would be determined and reported on all
official certificates for grade?

No. Oil and protein are commercial issues that vary, depending on varieties,
regions and growing conditiong.he industry knows that certain quality factors
can be geographispecific and that other factors, like acts of God (e.g., Augus
weather) can be the prime determinants of the final soybean quality, and these



factors are fully evaluated in the competitive market pricing for cash soybeans.
The existing quality and grade factors that GIPSA and the industry have in place
are adequatfr buyers and sellers to determine the value of soybeans.

10.  Are there certain aspects about the oil and protein content that would provide
more meaningful information? For example, shouldofer not only protein
content, but also the amino acidofile of theprotein?

No. End users will not pay a premium for higher protein factors in meal above
the trade specification. The binning and mixing of feed ingredients typically does
not allow for optimization of many quality factors, and the endsusdt typically

buy from multiple sources, thus, negating the value of further qtidétytifying
factors. The vast majority of soybean oil is traded as a commodity and specific
additional soybean value is already compensated in the speciality pragoetns
processors have in place.

11.  Considering the rapid growth in biodiesel production, woulditfiermation
exchange between sellers and buyers of soybeans be facilitated if standardized
tests existed for attributes, such as faityds?

a. Please list the specific attributes.

We are not aware of any specific attributes that would or could be made
commercially viable for a biodiesel plant to take advantage of on a
consistent basis. Since the vast majority of the soybean oil is used for
human onsumption, GIPSA should wait for the biodiesel industry to
further develop, reach critical mass and consistency.

b. Should we have a role in standardizing tests for the attrillisted?
Should we assist only in the standardization of the tests dexglop
reference methods or improve existing reference metlodsould we
make tests for these attributes available throughout the official system?

No. Industry and end users can work together to optimize the economics
and practical use of allable attributes.

GIPSA has been working with life science companies in the pursuit of a
standardized, rapid test for the determination of linolenic acid content in
soybeans. Acres currently devoted to production of low linolenic acid
soybean varietieare lower than previously anticipated. In 2006, these
acres totaled approximately 750,000 out of the 72 million total planted
soybean acres, or less than 1 percent. However, seed distributors predict
that acres devoted to production of low linolenidasmybean varieties

2007 may triple.

12.  Should GIPSA continue to pursue a standardized, rapid tegiddetermination
of linolenic acid content and, if so, why?



No. Most processors havespecialtysoybean program of some type and scale,
including Low Linolenic Acid Soybeans. Thus, these programs are run on an IP
basis through contracts with producers. The seed companies, processors, and NIR
instrument manufacturers have current calibrations and equations that can rapidly
give the needed infaration to determine linolenic content. Further

standardization activities are not needed at this time.

Visual Reference Images

13.  Are these the right types of damage, and are visual reference images/interpretive
lines that are currently used to @emine the various types of damages reflective
of the level of quality desired the marketplace? Inspectors also rely on visual
reference images to determine whether a sample meets the general appearance
criteria for the special grade designation Uiple Mottled or Stained."

We dondét perceive there to be any serious
they now stand. It has been several years since we have had any serious problems
with damage, other than heat damage caused by improper handlistpage.
14. In consideration of the fact that the overall appearance optbduct is an
important consideration for some customers, should we create other general
appearance images? What appearance factors ageeaftest interest?
No.

Basis of Betermination

15. What basis of determination is used in the marketplace foraheus factors?
Why does the marketplace use that basis?

16.  Would there be any positive or detrimental consequences if we were to determine
all factors on the basisf a sample when free from foreign matter?

We perceive no value in changing the existing basis for determination. Unless
some real value can be obtained, we oppose change for change sake.

Food Grade Soybeans

17. Should we establish a separatarglard, for example, U.S. Standards for Food
Grade Soybeans or a separate grade level, classpecial grade within the
existing soybeans standards for feghde soybeansRlease provide as much
detail as possible as to:

a. Explain why.
b. What would a new standard look like what would the grade limits be
for a new grade level?

Food grade soybeans are a specialty market today and represent a very low
percentage of the market. Such soybeans are generally grown under contract on
anacreagb asi s. Thus, we dondt perceive that



would serve a marketingurpose becaussuch specialty soybean buyers are
going to have separate grade factor specifications and possibly other
requirements.

The NGFA NAEGA and GE®RS appreciat&é | PSAO6s consideration ¢
responsesand would be pleased &oldressny further questions the agency may have.

Sincerely,

Kendell Keith
President, National Grain and Feed Association

Gary Martin
President and CEO
North AmericanExport Grain Association

David Krejci
Executive Vice President
Grain Elevator and Processing Society



