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information Concerning Reports Of
A Possible Whea! Shortage evee

Department of Agriculture

BY THE COMPTROLLER GENERAL
OF THE UNiTED STATES
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The Honorehle James G, Abourezk
U United Steles Senae

~_  Dear Senotor Abuurezk:

In accordance with your March 8, 1974, reguest and subsequent
agrecients with vour office we have reviewed certain Conaodity .
I Credit Corporation {CCC} grain sales--sales of corn stored in CCC -~
bins in louwa and Hebraska and wheat stored in commercial warchouses--
made during the 15-month period ended April 1974, We also compared
recent CCC grain sales prices with market prices.

CCC, a wholly owned Hovernment 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) fucilitate the orderly distribution of these suppliies. CLC
has no operating personnel of itn own. Its activities are carried

~ out mainly by the personnel ard through the facilities of the Agri-
< cultural Stabiliza.ion ard Conservation Service (ASCS), Department ™ gl
of Agric.lture, &n  the ASCS State and county offices.

We made our review at the ASCS headquarters office in Hashington,
D.C.; the lowa State ASCS officue and two ASCS county offices in that
State; an¢ the ASCS Prawrie Village commodity office {PVCC), Kansas.

We reviewed sales instructions, terms, and documents and obtained

such information as quantities of grein seld, buyers, sales prices,

and amounts of storage charged buyers who did not remove purchased
grain within a prescribed time. We interviewed ASCS officials, a
railroad agent, and & warehouseman. -

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

SALLS GF CCC CORM STOXED It CCC BINS
On January 1, 1973, CCC had 26.1 million bushels of corn in its

bins; 13.3 million bushels were in lowa and 4.3 =illion bushels in
hebraska.

RED -8 b -
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(o Jragoey A0 {97 Pyl et g petease outlinieg 2
salee peesren giich e dd o 0 L o s an acinssinie as o ngusitle
to bu,cr,, fohin; dnte Goccnet O baen 20 nind dor corn and 5 sbortods
of rail Lransporiaition,

Unter (o cale to o, byerg ot (00 Bin-<ite corn had to pay ot
Teast roare=y pidee andd Vopa e v g o coe oo el pCvanCe payeent anu
reiove e coprn Toon U sates anthin F0 beniness doys afier sales
after this poricd, ihe buyers vere 0 be chareed storage tees of 1
cent a bushel a month on Lhe curn not rewoved from the sites.

Because of problems in obtaining rail transpertation, the sale
terms were modified. On March 13, 1973, the ASCS headguarters advis:
ASCS State and county offices that; for about 2 weeks, the county
offices were to offer corn for sale on an “as is, where is" competi-
tive-bid basis. That is, the quality or grade! would not be guaras-
teed and the buycrs would be responsible for moving the corn from tn
sites within a reasonsble time after transportation became available

Only a relatively small quantity cf the bin-site corn--about
50,000 bushels--was sold between March 13 and 22, 1973, On Narch 27
the sale teris were reovised to {1) allow ASCS State offices the opti:
of discounting for a quality poorer than No. 2 grade and {2) allow
buyers free siorage and reguire no payment until transportstion becas
available to nmove the grain. Only cempetitive bids at market price:
were to be accepted. Dids were to be opened on March 26, 1973.

After March 26, unsold corn was no longer available for saie by
county offices, but PVCO offercd to sell the corn on a “to-arrive”
competitive-bid basis. "To-arrive” contracts calied for rail delive
at a specific destination but at an unspecified tfuture date. PV(D
used the “to-arrive” contracts because it could not obtain railcars
to sell on the cash market which norrally calls for "on-track® deiiv-
(loaded on a railcar} within 30 days.

Sales ' ASCS ceunty offices

in lowa and hebracka

During the 15-ronth roricd, the only bin-<ite <ales of any
vagnitude in lew, and Lebrashe were caoe by Asld o county oftices on

]Gencrally. doter dnetions of L o] prarong from 1--tne Lest
grade--threegh 0} indiceting cunlity wre vade on the basis of
representalive samnles drown ot the Lire corn 1s toaded un the
buycr's conveyance at ihe bin site.
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a conpotitive-hid thgis on Berdh P00 19750 dn response Lo the March
otfer. The county offices repovtet 1) the Stete offices  the bids
received,  The Stoie offices e ced e bidy with a "batked off”
price--the pvice of corn L Uhica voe dens handling and Lron-portatios
costs frwr trridn cile to fpdce --on! told Lhe county office which
Bids to ercont, ODur oreviow <ho o il LC0 corn vus sold ol prices
thet squatio v o oreeeLd Lhe Dunca i prices.

The Morot 20 comnty wfticos' cales inclivied 7.9 million hushods
of cbout Yo . ivion Lrkeds of cern of Jowa bin sites. The Comuinento
Grain Cot pany prccn, ced about 3.9 wiltion hushels; 78 locel warentusss
and feed deglers purchaced Lhe remainder.  The corn was sold in 69
counties ar in everace of $1.35 3 bushel on a No. 2 grade. Mech of f
corn was of ¢ poorer guality, however, and the price of the corn
delivered thrcugh carly April 1974, averayed about $1.16 a bushel.

In Kebraska 877,000 bushels of about 8 million bushels of corn
at bin sites were «old on March 26. The Peavey Grain Company purchac
about 298,000 Lusheis: 17 local warechousemen and feed dealers purchas
the remainder. The corn was sold in 16 counties on an “as-is" hasis--
without discountc--at an average of $1.32 a bushel.

PVCO sales
On March 29, 1973, after the ASCS county office sales, tho PYCC

sold bin-site corn, No. 2 grade, on "to-errive” 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, JTowa
Continental Grain 1,500,000 1.47 1/4 Topeka, Kansas
Continental Grain 2,000 1.87 114 St. Joseph, Missour:
Continental Grain 500,000 1.35 1/4 Hinneapolis, Minnesg™
Pillsbury 750,000 1.40 1/4 Omaha, Hebraska
Pilisbury 250,090 1.39 Hastings, lichraska
Coot, Industries 13,030 1.39 1/4 Stoux City, lowa
Caragili 360,000 1.40 Hastings, Henrysks
Cergill N2 1.39 Pastings, Hilrasha

10,699,000

.
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PYLO o Lt Lo st e 0 e o the tranmportation
SHOY Evrtry wod ol b 10 L a0 L tr oo antal Tate sul ey
or corty tabdby Ve s b L e virn totards wartel prices Lo
determine fh ancrmin bl a0 Did e,

Detivery wiatur ol 7o iyt

CLC recores <o Lhot Lhe conn dnwenlory in CCC bins in
Tows and febres' o had toen roduced troe obont 2104 million bushels
on March 31, 1672, to about 13.9 million on April 1, 1974, Most of
this corn had bton sold hut nwch of it had not yet been delivered.
Most of Lhis /.5 million reduction included deliveries of 4.7 mitlic
bushers sold by Lhe lowa ASCS county offices and BY3,000 bushels sol
by the “ebraska ASCS county offices. The 2.8 miliiun bushels of
undelivered lowa corn, of which atout 2.3 millien bLushels belonged
to the Continental Grain Company, was located at bin sites in 26
counties. The 64,000 bushels of undelivered Nebraska corn was
located at bin sites in two counties.

He did not get details on deliveries of the corn PYCO Sold
because of the conciderable effort that wourd hive been iavolved,
Most of it, however, had not been delivered by April 1, 1974.

Sale terws and storage chrrars

Buyers of the bin-siie corn sold by ASCS county offices were
not churyed storace unlil after the ASCS county exccutive dirvector
or the county coruittee had determned that vail transpoartation was
availeble. The 2%-porcent sdvance was nol required until 5 days
after transportation wes available. (Sve p. 2.} Ho interest was
charged. ASECS required final settloment on cach lot as it was taken
over by the buyer.

County offices in both lTowa ond Hebrasha considered only rail
trensportation in detemnining when to begin charging the storage i -
Trucking was not considored unless the buyer sterted taking delivery
with trucks,

Ofticiale af o fory coonly affrorc old o, that they had
contacied local vordd o s aboal once woneor to diccuss the avarlebhe”
of ra1l tra. U tion, They waia of o con o brewledge that ravs
transpartaticn o o o0 chorl susoly. A ooee caunty an official tol!
us thet sopch o of b i labae aedd or o e aiiot was uhed Lo shap
farv-Soored cortn o owaron LU0 s 0 ctnred an dualy 1973, te told s
thet thie corn hnd Le Lo shipied otetore e neg crop was harvested.,
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O Decor ber 11, 1673, 150G 4o 2d arters, Lelieving that the
transprortatiom peoble s he 0 Yoo o0y desirected its Sicte gnd rounty
offices to 1utily ¥l Busvre win bad st taken delivery th:t they
would Lee cbLovvd cterane oLt G coun roweindng at the bin <3t o
after U0 ary o0 S0 LLLS COLLy oS In bﬁth Stotow had hoon
Charyan ~deses cost. Doloes seecivin, dhis instruction. Ao
aboud Vo e v ST el Jhoreed boners in lewa about
buyers in loan e Wbnot 22,005

v il
T "t Wy
ooyt wsiie

Under 1¥LUTS "o-arrive” sales, 0C ssobhd the storage costs
becouse the buycrs did not acauire tille tu the corn until it reacheg
its destination. At the tim2 of sale, PYCO required buyers to fur-
nish irvevocoble 160-day letters of credit for 80 percent of the
sales amount. Buyers were then required to pay the 80 percent within
10 days after receiving the corn, with final settlement within 30
days. Ho time of delivery was specified; ASCS agreed to deliver as
soon as possible.

ASCS did not attempt to renecotiete any of the corn sales prices..
because, consistent with trade praclice, it had entcred into sales
contracts that were firm and binding. ASCS sold the CCC corn at
market pri-es.

SALES OF CCC Wr“T_STORED
IN FULILPLIII 1.~ 'EHOUSES

N

About 25 million bushels of wheat stored in coumercial \Dwehouses
and sold by PVCO on “to-arrive” contracts in the ecarly part of Q73
remained undelivered as of April 1974, PYCO stopped paying storac
costs on this grain shortly after it had issued shipping 1n§tructlo
Warehouscmen could qualify for extemded slorage payrents only by sua-
mitting evidence that transportation was unavailable. PVCO reviewed
the evidence Lo deternine whether the warehousemen quatified for
payments heyond the stop-storage date on the loading ordor.  Qur
review of several extended-storage payeonts indicated that they
were proper.

Early in 1974 PVCO roquested Aoricultura's 0ffice of Investioatyor
Lo investigale 35 warehouses in Kansas and febraske to ceternine why
Lthe warchouses hed not shipnod CCC grain under shipping instructions.
rosl of which PVCO Bad issued nome tnan a year carlier. lour investi-
gaiions completed at the time of our fieldwork shewed thai, in cach
of the ifour cases. all availabic cars were used to wove privately
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ovned apain 1n Meicn. o o oo e Yo ecdone, one of e
jtvestivagiens o 0 Showrpetey oo e g Righeintop s eete
Toan cutslondine » to o0 o ovadn and - wsing aveilable ¢ o
ship nis orain ie or i oLt f o Tiosgesys the Toan, PYCD Lo
mped thot the Tees oor Tornsen vere nol niitled to storace pos. on

after ship ying oot o vore issucd and czrs were availablc.

COAPAILSOR OF RECHIG <t [rrS
QF LCC GRAIN WL BARG: & HPIC[S

At December 31, 1973, €CC had 4.9 willion bushels of wheat and
85.5 million bushels of feed grains it had not snld. From Ccanuary i
to April 11, 1974, PVCO sold about 4,1 million bushels of wheat and
about 1.5 mi‘lion bushels of other grains.

-Most of the wheat was sold in January 1974 under "to-arrive"
contracts on the basis of July 1274 futures market prices. PV(CO
used this basis in the belief that the wheat cculd not be shipped
before July because uf the unavailability of railcars. For grain
sold in Lhe warchouse where it was stored, sales prices werc at lteast
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 obtained formal commentc
on this report from the Depariment of Agricultlure. We do not plan
to distribute this report further unless you cgree or publicly
announce its contents.

Sincerely yours,

/g?N/

foting Conptrn]1er Gcner
of the lnited Stetes






