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Cf/,} The Honoral,le Janes G, Abouroersk
)Z Umited Ltates Senato

“ Dear Senator Ahourcak:

In accordance with your March 8, 1974, request and subsequent
agrecments with your office, we have reviewed certain Commodity r
[ Credit Corporation (CCC) grain sales--sales of corn stored inccc #I¢
bins in JTowa and Nebraska and wheat stored in commercial warehouses--
made during the 15-month period ended April 1974. We also compared
recent CCC grain sales prices with market prices.

CZC, a wholly owned Government corporation, was created to (1)
stabilize, support, and protect farm income and prices, (2) help
maintain balanced and adequate supplies of agricultural commodities,
and (3) facilitate the orderly distribution of these supplies. CCC
has no operating personncl of its own. Its activities are carried
oul mainly by the personnel and through the facilities of the Agri-

z%;cultura] Stahilization and Conservation Service (ASCS), Department § /¢
of Agriculture, and the ASCS State and county offices.

We made our review at the ASCS headquarters office in Washington,
D.C.; the Iowa State ASCS office and two ASCS county offices in that
State; and the ASCS Prairie Village commodity office (PVCO), Kansas.
We reviewed sales instructions, terms, and documents and obtained
such information as quantities of grain sold, buyers, sales prices,
and amounts of storage charged buyers who did not remove purchased
Jrain within a prescribed time. We interviewed ASCS officials, a
railroad agent, and a warchouseman.

On May 23, 1974, we briefed your office on our review and were
requested to provide a written summary of information presented,
excluding detailed sales statistics.

SALES OF CCC CORN_STORED TH_CCC BINS

On January 1., 1973, €CC had 26.1 million bushels of corn in its
bins; 13.3 million bushels were in jowa and 8.3 million bushels in
Nebraska.
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On Jdonuavy A 10/ PYED joped o press redecae sutlining a
sales prodvan which voold il COC covn as accesaible as possible
to huyers, takivg ante socooni o Beh derend Tor corn and a shortage
of rail trarspovialion.

Under the sale Levms, boyers of CCC bin-<ite corn had to pay at
Teast market price and voro (o make & 2% percent advance payment and
resove the corn dves the sites within 20 business deve after sale;
after this peried, the buyers were to be chargod storage fees of 1
cent a bushel a wonih on the corn not removed from the sites.

Because of probloms in obtaining rail transportation, the sale
terms were modified. On March 13, 1973, the ASCS headquarters advised
ASCS State and county offices that, for about 2 wecks, the county
offices were to cffer corn for sale on an "as is, where is" competi-
tive-bhid basis. That is, the quality or gradel would not be guaran-
teed and the buyers would be responsible for moving the corn from the
sites within a reasonable time after transportation became available.

Only » relatively small quantity of the bin-site corn--about
50,000 bushels-~was sold between March 13 and 22, 1973. On March 22
the sale terms were revised to (1) allow ASCS State offices the option
of discounting for a quality poorer than No. 2 grade and (2) allow
buyers free storage and require no payment until transportation became
available to move the grain. Only competitive bids at market p'ices
were to be accepted. Bids were to be opened on March 26, 1973.

After March 26, unsold corn was no longer available for sale by
county offices, but PVCO offered to sell the corn on a "to-arrive"
competitive-bid basis. "To-arrive" contracts called for rail delivery
at a specific destination but at an unspecified future date. PVCO
used the “to-arrive" contracts because it could not obtain railcars
to sell on the cash market which novimally calls for "on-track" delivery
(Toaded on a railcar) within 30 days.

Sales by ASCS_county offices

in_lowa and Nebraska

During the 15-month period, the only bhin-site sales of any
magnitude in Jowa ond Hebraska were made by ASCS counly ofiices on

]Gcnorn11y, determinations of the grade (vanging from 1--the best
grade--through 5) indicating quality are made on the basis of
representative samples drawn at the time corn is loaded on the
buyer's conveyance at the bhin site.
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L)

a cepatilive-bid Lol v Mach 26, 1973, in vespouse Lo the Harch 22
ufferc Ghe connty olfice . vopartod ko Lhe State of fices  the bide
Peceiveds The State cfii 0 cornaped the bidy with o "hacled-of1"
price--Lhe price of corn o Cacasa, esa handling and Lranspartetion
costs from the Bin cibe o thicocaccand told the county ofiices which
bids to accopl. e vovicw chowed thet COC corn was sold at pPrices

that caualtled or e eeded She bodlod-of f prices.

The Hareh 76 county oifices' sales dincluded 7.5 million bushels
of cbast 13 million buzhicl, of corn oL Towa bin sites. The Continental
Grain Cowpany purchased about 3.9 million bushels; 78 local warehousenen
and vced dealers purchased the vemainder. The corn was sold in 69
countics at an average of $1.35 a bushel on a No. 2 grade. Much of the
corn was of a poorer quality, however, and the price of the corn
delivered through early April 1974, averaged about $1.16 a bushel.

In Nebraska 877,000 bushels of about 8 million bushels of corn
at bin sites were sold on March 26. The Peavey Grain Company purchased
about 298,000 bushels; 17 local warehousemen and feed dealers purchased
the remainder. The corn was sold in 16 counties on an "as-is" basis--
without discounts--at an average of $1.32 a bushel.

On March 29, 1973, after the ASCS county office sales, the PVCO
sold bin-site corn, No. 2 grade, on “to-arrive" contracts as follows.

Price per

Buyer Bushels _bushel Delivery point
Lincoln Grain 2,000,000 $1.42 Lincoln, Nebraska
Continental Grain 4,500,000 1.44 1/2 Des Moines, Iowa
Continental Grain 1,500,000 1.47 1/4 Topeka, Kansas
Continental Grain 650,000 1.47 1/4 St. Joseph, Missouri
Continental Grain 500,000 1.35 1/4 Minneapolis, Minnesota
Pillsbury 750,000 1.40 1/4 Oinaha, Nebraska
Pillsbury 250,000 1.39 Hastings, Nebraska
Cook Industrics 100,000 1.39 1/4 Sioux City, Iowa
Cargill 300,000 1.40 Hastlings, Nebraska
Cargill h1), 000 1.39 Hastings, Nebraska

10,600, 00y
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PVED ofiicinds bedievaed ot becance of the transportation
shorteoc, Cebiverien voula von D aronpbished it vl Taie - prer
or carly teily thereiore, ey wod corn fulures marbed prices Lo
detovmine the aceentata bty o0 bid pricos.,

@jiwwyy@ﬂuyn1<wﬂ[pMﬁ

COLorecorde whowad that the corn inventory in GCC bins in
Towa and Neiy oska ad been veduced rram about. 21.4 willion bushels
on March 31, 1973, to about 12.2 willion on April 1, 1974. Most of
this corn had been sold but much of it had not yet been delivered.
Most of this 7.5 wmillion reduction included deliveries of 4.7 million
bushels sold by the Iowa ASCS county offices and 813,000 hushels sold
by the Ncbraska ASCS county offices. The 2.8 million bushels of
undelivered Towa corn, of which about 2.3 million bushels belonged
te the Continental Grain Company, was located at bin sites in 26
countics. The 64,000 bushels of undelivered Nebraska corn was
located at bin sites in two counties.

We did not get details on deliveries of the corn PVCO sold

because of the considerable effort that would have bcen involved.
Most of it, however, had not been delivered by April 1, 1974,

Sale terms and storage charges

Buyers of the bin-site corn sold by ASCS county offices were
not charged storage until after the ASCS county executive director
or the county committee had determined that rail transportation was
available., The ¢5-percent advance was not required until 5 days
after transportation was available. (See p. 2.) No interest was
charged. ASCS required final settlement on each lot as it was taken
over by the buyer.

County offices in both lowa and Nebraska considered only rail
transportition in determining when to begin charging the storaye fee.
Trucking was not considered unless the buyer started taking delivery
with trucks.

Officialys of two Jown coenty offices told us that they had
contacted local warchouses ahoul once a weok 1o discuss the aveilability
of rail Lransportalion. They said it was common knowledgre that rail
transportation was in short supplv. AL one county an afficial told
us that inuch of the available rajl Lransporia lion was uned Lo ship
favni-5tored corn on which CCC Toans matured in July 1973, e told us
that this corn had to be shipped hefore the new crop wos harvested.
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On becember 11, 1973, ASCS headguarters, believing that the
Lrancpovtation peoblew hod tesooned, dnLiencied its Slate and county
oftrern Lo notiiy o1l Buvers who had not (ot delivery Lthat they
wordd be cherged slovae s codts o corn rag s indng ol Lthe bin ciios
afler o dayes Some Uy county oflices i bnlh Stotoes haa bien
CRD D by age cans b foa e voe ooy i dinstroction. A of
ahoct Soral Lo 1T s ed chavand bavers in lowa about. $14H,7300 and
Ly oee Do Bebas e ol S0 000 oy starnage,

Under VLD "o orrive" sales, CCC absorbed the storage costs
because the buyers did not acquire Litle Lo the corn until it reached
its destinatien. Al the time of sale, PVCO required buyers to fur-
nish irrevocable 180-dey lelters of eredit for 80 percent of the
sales awount.  PBuyers were then required to pay the 80 percent within
10 days after receiving the corn, with final scttlement within 30
days. Mo time of delivery was specified; ASCS agreed to deliver as
soon as possible.

Sales prices not renegotiated

ASCS did not attempt to renegotiate any of the corn sales prices
because, consistent with tirade practice, it had entered into sales
contracts that were firm and Linding. ASCS sold the CCC corn at
market prices.

SALES OF CCC WHEAT STORED
IN_COMAERCTAL. WARLTIOUSE S

fbout 25 million bushels of wheat stored in commercial warehouses
and sold by PVCO on "to-arrive" contracts in Lhe early part of 1973
remained undelivered as of April 1974.  PVCO stopped paying storage
costs on this grain shortly after it had issucd shipping instructions.
Warehousemen could qualify for extended sioradgo payments only by sub-
mitting evidence thai transportation s tnavailoble.  PYCO reviewed
the evidence to determine vihiother Uhe vearehous cmon qualitied for
payments beyond the <lop ciovege dole on Lo Teading order.  Oup
revicw of sevaral oxlenled: o oorasge pirminls dadivaled that fhey
wore proper.

Farly in 1974 PVCO voquicaiod Rapicittugee ' Office of Investigation
to investigate 35 warchouses in Gmses and Rebrasta Lo determine why
the warchovses had not wipned Goe et S hionieg dnetras Liong,
mostoob which PVEO had ool e " o vean carbior.  Four invosti-
gations compleled At the time of oue Tieldurk stiowed that, in cach
of the four cases, all cvailable ¢ . vere used Lo move privately
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ouned ardin G prelopenen b UU5 o i Fooevaminley o o Lhere
nvestiec Lol d Dt e vy o g hodd g high-interesl raie
Poan outatemdry e v he b o o Heing aveilable covs to
ship hit o graan to obtoo copitel o figridate the Toen.  PYCO dotop-
mined thal the o vogcmuron oo wers el oentit loed 1o siovoqe pavimonis
arler shipping dnctresd Do were jooued dmd cars vere avoiiable.

COMPARFSON OF RECET SAl 1 PRICES,
O CUC GRATI VLT Bt T PiTCES

At December 31, 1973, CCC had 4.9 wmillion bushels of wheat and
85.5 willion bushele of feed grains it had not sold. Irom January 1
to April 11, 1974, PVCO s0ld about 4.1 million bushels of wheat and
about 1.5 million bushels of other grains.

Most of Lhe wheat was sold in January 1974 under “"to-arrive"
contracts on the basis of July 1974 futures market prices.  PVCC
used this basis in the belief that the wheat could not be shigped
before July because of the unavailebility of railcars. For grain
sold in the warchovse where it was stored, sales prices were at least
equal to current market prices.

CCC's inventory of unsold grain on May 31, 1974, was 73 million
bushels, practically all feed grains.

As directed by your office, we have not obtaired formal comments
on this report from the Department of Agriculture. We do not plan
to distribute this veport further unless you agree or publicly
announce its contents.

Sinc

cly yours, .
-

Elfon,

Acting Copptrolley General
of the Uniled States





