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Mr. James A. McConnell, Administrator
Commodity Stabilization Service
Department of Agriculture

Dear Mr. McConnell:

For your information and use we are transmitting
our audit findings in the Kansas Agricultural Stabili=-
zation and Conservation state office and two ASC county
offices in Kansas (McPherson and Washington).

Our examination in Kansas covered selected activi-
ties and was completed in September 1954. The activi-
ties reviewed in each office were as _ollows:

State County offices
office McPherson Eas§§n§§on
General survey x X %
Grain price-support pro=-
grams x ¥ x
Agricultural adjustment
program X x
3torage activities X x x
Sales and dispositions x x x
We did not make an audit of administrative expenses
in any of the ASC state and county offices visited in
our 1954 audit, but instead we are reviewing the work
performed by the CSS Audit Division.

We would appreciate being informed of the action
taken by the Commodity Stabilization Service with ree
spect to any of the findings in this report.

Sincerely yours,
C /fﬁ A s/
. v/ 7 ",/
/{“d/)/' o e

Robert L. Long~™~ ~
Director of Aﬁaite \T>

Enclosure
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SUMMARY
KANSAS ASC _STATE OFFICE

N ]

GINERAL SURVEY Fage
upervision over state and county offices was not ade=-
quate. 6

GRAIN PRICE-SUPPORT PROGRAMS
A monthly summary report of commodiiy loans and purchase
agreements nrepared by the state and county offices
was inaccurate. 7

State office control over reinspections of farm-stored
coliateral was deficient. 7T

Follow-up action with respect to irregularities dis=-
covered during reinspections was incomplete. 9

AGR ' (ULTURAL ADJUSTMENT PROGRAM
Control over marketing quota firms sent to county ofe
fices, and supervision by farmer fieldman over county
office use of marketing quota forms was inadequate. 8

Numerical sequence of Form MQ82's, Receipt of Penalty,
was not checked in the state office. 9

STORACGE ACTIVITIES
uarterly letter report of total number of bushels of
bin capacity rented was inaccurate. 9

Dates shown on Form CL-1l4's, Storage Site Inspection
Report, were inconsistent. 9




31935%5 ACTIVITIES (continued) _
ounty reports on commodity receipts and withdrawals at
bin sites could not be located for several counties.

State committee delayed in taking action in arranging
for additional storage facilities requested by
McPherson County; consequently, wheat could not be
taken over within the 60-day period following the ma=-
turity date of loans.

McPHERSON ASC_COUNTY OFFICE

GENERAL SURVEY
County office menager did not perform his duties satis=-
factorily.

Files were not maintained in an orderly fashion,

Office space was inadequate for efficient arrangement
and operations.

CRAIN PRICE-SUPPORT PROGRAMS
everal farm-storage work sheets and warehouse storage
work sheets had not been properly approved.

Delays in recording chattel mortgages were noted.

Quantities of collateral placed under loan were not com=-
pared with quantities shown by AAP files.

Delays existed between dates loans were disbursed and
receipt of service fees from lending agencies.

Contrary to instructions, a farm-storage loan was ap=-
proved for a producer with whom the county has had dif-
ficulty in the past.

Lack of control over delivery notices and forfeited loan
collateral not deliv:red within the 60-day period fol-
lowing the loan maturity date were noted.

Unreasonable time lags were observed between dates of
delivery and ioan settlements.

Warehouse loan documents were not transmitted promptly
to the commodity office after maturity of loans.

AGRICELTURAL ADJUSTMENT PROGRAM
eports o acreages were not prepared in accordance

with instructions.
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AGRICULTURAL ADJUSTMENT PROGRAM (continued)

Control over unissued marketing cards was inadequate.

No investigation was made when marketing cards were re=-
ported lost and duplicate cards issued. Notice was
not given to buyers in this and adjacent counties can-
celing the original cards which had been lost.

STORAGE ACTIVITIES
in site inspector failed to prepare several monthly

storage site inspection reports, and to take probe sam-
ples of grain in bins for the purpose of determining
the condition.

County committee did not review inspection reports or
personnel time records with respect to time spent in
inspection work.

Surplus unusable btin floors were deteriorating.

Scale operctor was not bonded and scale tickets were im-
properly prepared.

Delays existed in submitting reports on commodity re=
ceipts and withdrawals at bin sites.

Storage site activity reports were not prepared in ac-
cordance with instructions, and the county committee
did not review the reports as required.

Required forms for the erecticn of bin sites and inven-
tory of grains were not submitted by the county office.

Documente evidencing negotiations of leases were not in
the county office files.

Service charges were not collected at the time farm-
storage facility loan applications were filed.

Cost of farm-storage facilities did not exclude the cost
of permarent foundations.

Entries on the county office control record were not in
agreement with amounts shown in loan files.

A farm-storage facility loan application was approved in
blank by the county committee chairman.

Farm-storage facility loan files do not show approval by
state committee of two loans exceeding $2,500.

Warehouse iaspector did not examine grain, but accepted
the statement of the warehouseman.
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WASHINGTON ASC COUNTY OFFICE

GENERAL SURVEY
oks of PMA Form 592's, Receipt, which provide a col-

lection register, were not properly controlled.

Office manager felt that visits by farmer fieldman were
too infrequent.

GRAIN PRICE-SUPPORT PROGRAMS

Farm-storage and warehouse storage work sheets were not
properly prepared.

Chattel mortgages were not promptly recorded and one was
not properly prepared.

No record is maintained in the county office showing
that lien searches were made.

Service charges received by the county office were trans-
mitted late to the state office.

Lending agencies delayed reporting service charges col=-
lected to the county office.

County committee did not follow prescribed procedures
when a reinspection disclosed that part of the collat=-
erzl was used for seed by the producer.

Loan settlements were not promptly prepared or trans-
mitted imrediately to the commodity office as required.

An erroncously computed loan settlement was not cor-
rected after the state office had informed the county
office of the error.

Unsettled warehouse loan documents and receipts were not
forwarded immediately to the commodity office.

Delays in depositing receipts were noted.

Delays in completing county reports on commodity receipts
pending completion of loan settlements were noted.

Paid notes were not removed from the custody file.

County office record of loans were not posted currently
or correctly.

Monthly cumulative report of commodity loans and pur=-
chase agreements was inaccurately prepared.
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STORAGE ACTIVITIES
onthly inspection reports were incomplete.

Sample taken at a bin site indicated that the condition
of the grain was not properly reported on the inspec-
tion report.

Records of scale ticket books received from the state
office and those on hand in the county office were
not maintained.

Sampling of grain delivered to bin sites was not done in
sccordance with instructions.

Stcrage site activity reports were not always prepared
in accordance with instructions, and the county commit-
tee did not review the reports as required.

Bin seals were not controlled.

No records of negotiations in connection with bin-site
leases were available.

No evidence was found in the farme-storage facility loan
files concerning searches made for prior liens, and
documents indicating that the excess cost of the struce~
ture over the loan amount had been paid.

Farm-storage facility loans were made in excess of the
prescribed maximum,

Farm-storuge facility loans were not covered by insure
ance as required.

There wvas, no evidence in flles that three borrowers were
notified of delinquent installments on farm-storage fa-
cility loans, and that proper follow-up had been made.

A farm-storage facility under loan was used for the stor-
age of ineligible grain.

County office record of farm-storage facility loans was
inaccurate and incomplete.

Mortgages covering loans on farm-storage facilities had
not been renewed in accordance with state committee
instructions.

SALES AND DISPOSITIONS
Sales were not promptly recorded on the county report of
commodity withdrawals.

Delays in depositing sales proceeds were noted.
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DETAILS OF FINDINGS

KANSAS ASC_STATE OFFICE

GENERAL SURVEY

Inadequate supervision

Our review disclosed that the ASC state office was visited on
a few occasions duringz the fiscal year 1954 by representatives of
the central office. The chairman of the state committee stated
that he was not satisfied with the number or duration of such vis-
its. He felt that the area director or a member of his staff
should visit the office a minimum of once every 6 weeks and stay
long enouzh to discuss the current pressing problems.

Based on our review of fieldmen's reports, our observation of
county office operations, and our discussions with the chairman of
the state committee, we believe that the supervision furnished the
county offices by the state office was inadequate. There was an
insufficient number of farmer fieldmen (7 for 105 counties) or
other personnel qualified to train new county office managers,
ccunty committeemen, and office personnel, and to reorganize and
correct deficiencies in problem counties. Counties in the state
which were considered to be in immediate need of direct supervi-
sion included:

Counties in which all committeemen

were newlv elected 13
Counties with new office managers
(less than 1 year) 20
Problem counties (other than those
included above 14
L7

During our discussion of the problems of state office super-
vision over the county offices, the chairman of the state commit=-
tee stated that he believed that county office manager trainers
(representatives of the state committee) who could be sent to des-
ignated county offices for periods of time sufficient to train the
county office personnel would be of far greater value to the state
program operations as a whole than the employment of additional
fieldmen. The state committeec estimated that it would require
1,126 man-days or 4 full-time employees to perform this service.
The chairman has requested authority and funds to hire personnel
for this purpose, but such approval had not been received at the
time of our audit. He believes that adequate supervision and
training of county office personnel would substantially reduce the
agerage annual costs of operating the 47 counties referred to
above.



GRAIN PRICE-SUPPORT PROGRAMS

Inaccurate summary reports of commodity
Toans and purchase agreements

Form CL=-4B, Monthly State Commodity Loan and Purchase Agree-
ment Summary, as of June 30, 1954, was not accurate in the follow-
irg respects:

1. The county offices did not always submit promptly Form
CL-4A's, Monthly Cumulative Report of Commodity Loan and
Purchas2s Asreement Activity from Inception of Program to
Date. As a result, the state office summarized the data
reported on thz latest available CL-4A in preparation of

CL-IPBI

2. County ofrices in many instances made obvious errors on
the CL-4A's. As a result, the state office summarized the
data reported on the nreviously submitted CL-4A. (Approxi-
mately 4O parcent of CL-4A's are rejzacted by the state of-
fice because of errors and are returned tc “he counties
for correction.)

3. The state office erroncously transcribed data to the sum-
mary work sheet from a June 15, 1954, CL-4A instead of the
June 30, 1954, report.

Detailed instructions covering the preparation of CL-4A are con-
tained in the CL&P Handbook, Parts VI, V, and Part VI, Bulletin 2.
The state office has issued additional instructions in the form of
letters emphasizing the importance of properly preparinz and
promptly submittinz CL-4A's. We discussed the above findinzs with
the state committeemen who were aware of the situation and be-
lieved that the deficiencies at the county level were mainly the
result of inexperience and inefficiency. They stated that they
had been tryinz to correct the situation and believed some prog-
ress had been made, and would continue to stress the importance of
properly preparinz and promptly submitting the forms.

Inadequate control over reinspections

The state office has established an adequate reinspection pro-
gram for farm-stored collateral. However, state office control
over reinspections was not adequate. The control register used
by the state office to assire that all reinspections were made
within 30 days prior to maturity was not posted currently. We dis-
cussed this matter with a price-support specialist who stated that
the register was not posted currently due to a turnover in state
office clerks. He assured us that the register would be proyperly
prepared in the future.

-




Incomplete fcllow=-up action on irregularities
disclosed by reinspections

——————

The state office follow-up action with respect to all rein-
spection exceptions reported to it was not complete in that:

1. We were unable to locate any evidence of follow-up action
on a conversion case reported to the state office on Form
CL-25, Report on Questionable Farm-Stored Commodities. We
discussed this with a price-support specialist who imme-
diately took follow-up action and it was determined that
the loan was satisfactorily settled. He stated that the
above was the result of an oversight, and, to prevent any
recurrence, CL-25's will be attached to follow-up corre-
spondence for his review.

2. A copy of Form CL-11, Farm-Stored Commodities Reinspection
Report, was not retained in state office files in all
cases as required by the CL&P Handbook, Part III, II E, 1.
We discussed this with a price-supoort specialist who was
not aware that CL-11's were required to be retained in all
cases. He assured us that a copy would be retained in the
future.

3. We noted several cases where the state office approved a
county office's recommendations calling loans and no fur-
ther correspondence could be located to determine the dis-
position of the loans. If no further correspondence was
received from the county, the state office assumed the
loan was settled satisfactorily. We discussed this with
the state committee vho stated that follow-up action would
be taken to assure that counties were taking prompt and
proper action.

AGRICULTURAL ADJUSTMENT PROGRAM

Inadequate control over marketine quota_forms

County offices are required to return a receipt to the state
office showinpg the number of marketing quota forms received.
Since the state office perscnnel did not count the forms mailed to
the counties, they considered the receiving reports from the coun-
ties as accurate and adjusted their records accordingly without
question. County offices are not required to submit periodic re-
ports concernines the use of forms to the state office. Farmer
fieldmen are required to review the procedures with respsct to con-
trol over prenumbered forms with the county committee during their
monthly visit. We reviewed the reports for each fieldman and
found that only reneral discussions were had with the county com-
mittee. The state committee directed the official charzel with
the resmonsibility of maintaining subject controls to thoroughly




investigate all differences and to make certain that all future
shipment,s were accurately recorded. The committee further stated
that the county office control records would be examined by the
fieldmen in the near future and that any necessary corrective ac-
tion would be taken.

Numerical sequence of MQ82's not checked

Receipts of penalty payments (Form MQ82, Receipt for Penalty)
recorded on Form MQ103, Wheat, Schedule of Remittances--Wheat Mar-
keting Quotas, were not checked to determine whether all receipts
were reported in numerical sequence as required by instructions.
We noted 10 receipt numbers unaccount~d for on schedules of remit-
tances in Atchison, Butler, Cloud, Ha .lton, Jackson, Kiowa, and
Lincoln Counties. Without a check on the numerical sequence there
is a lack of current control. Adequate procedures are used by the
state auditors to account for the receipts, but this does not pro-
vide current control of cash transactions. The supervisory admin-
istrative officer took the necessary action to have the schedules
of remittances checked for numerical sequence of receipts and a
follow-up made of all discrepancies noted.

STORAGE ACTIVITIES

Inaccurate quarterly report of bins rented

Our review of the letter report for the quarter ended June 30,
1954, show®nz the total number of bushels of bin capacity rented
submitted by the state committee to the Director, Grain Division,
disclosed that the control ledger in support of this report was in
error, and, consequently, the report was inaccurate.

Lack of uniformitvy of dates indicated
on storage site inspection reports

A review of the CL-14's, Storage Site Inspection Report, dis-
closed that the date shown on the form was not consistent in that
some counties entered the date the form was prepared and other
counties entered the date that the inspection was made.

Missing county reports on commodity
receipts and withdrawals

We compared quantities shown on the July 1954 CL-1l4's with
the quantities shown on the Form CL-23A's, County Report on (Com-
modity) Receipts or Withdrawals, for 20 countiss. We could not
locate at the state office, as of September 20, 1954, CL-23A's for
three counties (Allen, Crawford, and Douglas) which showed quanti=-
ties in storage on their July 1954 CL-14's.




Delay in arranging for storage facilities

The belater action by the Kansas ASC state office in arrang-
ing for additional storage facilities in McPherson County resulted
in delays in accerting deliiery of commoditiss. On or before
March 1, 1954, the county committee notified the state office of
the necessity of additional storage space for the anticipated take-
over of loan collateral following the April 30, 1954, loan matu-
rity date. It was not until April 19, 1954, that tke county was
informed of the state office action on their request. The bins at
Canton, Kansas, were not completed before the end of the 60-day
period following the maturity date, the period when CCC may effect
delivery without incurring storage charges.

10




McPHERSON ASC COUNTY OFFICE

GENERAL SURVEY

Inefficient county office manager

The county office manager did not perform his duties satis-
factorily. The Kansas ASC state office auditors, in their audit
report No. 49-057-54-51, dated March 30, 1954, enumerated 41 audit
exceptions. As of June 22, 1954, the county office manager had
not answered the exceptions, notwithstanding the state office
follow-up every 2 weeks. The office manager resigned June 23,
1954, 2 days after ou. audit was begun.

Files not maintained in an orderly fashion

Our examination revealed the majority of file cabinets had
no labels on the file drawe»s to identify the contents. The files
were not arrenged for efficient operation. As an illustration,
1954 vheat acreage allotment files were maintained in file cabinets
located in three different rooms. In one room, 1954 wheat acreage
allotment files were in two pasteboard boxes and one file cabinet
drawer, and the other three drawers of the file cabinet contained
1949 ACP files. Another illustration: Drawers 1, 2, and 4 in a
file cabinet contained current aerial photographs while drawer No.
3 was labeled "1952 Farm Stored Loans," but contained 1953 deliv-
ery notices for loans delivered but not settled. The chairman of
the county committee informed us that as soon as they could locate
a new office manager the files would be rearranged and properly
identified.

Inadequate office space

In our opinion, the office space of 600 square feet was in-
adequete for efficient arrancement and operations. Eight regular
employees and eight temporary employees plus desks and file cases
could not operate in 600 square feet. As a result, space was
borrowed from the Civil Service Commission and Farmers Home Ad-
ministration. This borrowed space had to be released every other
Wednesday. Because of this shortage of space, a physical layout
of the office for efficient operations could not be made. The
chairman of the county committee stated that they would make
every effort to get more suitable space.

GRAIN PRIC®-SUPPORT PROGRAMS

Improperly prepared farm-storage work sheets

In our examination of 16 farm-stored loans we found 3 loens
where the Form CL-3A, Farm-Storage Work Sheet had not been
properly prepared. These three CL-3A's did not show the approving




official or the date approved. Of 14 warchouse-stored loans
examined, 9 instances were found where the Form CL-3B, Warehouse
Storage Work Sheet, was not approved by a county official.

Delays in recordinz chattel mortgages

Delays of 3 to 42 days from the dates loans were approved
to the dates of recording the chattel mortgages were noted.

No check made of elieibility of collateral

The eligzibility of the quantity of collateral placed under
1953 crop loans was not checked to AAP files in the county office
prior to approvingz loans. This deficiency was being corrected
on 1954 lozans. We observed that loan applications were being
checked to vhe AAP files to determine if the quantity to be placed
under loan was reasonable in relation to the acreage allotted.

Dzlavs in receiont of servica charres from lendins azencies

/e noted a time lag ranzing from 2 to 25 days between the
dzte the loans were disbursed and the date service fees were re-
ceived from the lending azencies.

Farm-stored loan apnroved for a producer with a history
ol unreliability

The county committec approved a farm-stored loan contrary to
instructions for a rroducer with vhom the county has had difficulty
in the past. Instructions prescribe that in those instances where
the county committee has experienced difficulties with a producer
or has reason to believe that the producer is unreliable, a farm-
storage loan should not be approved but the producer should be
informed that he may obtain a warehouse-storage loan or sign a
purchase agreement.

Inadequate control over delivery notices_and delay in
directing delivery of forfeited collateral

Control over Form CL-15's, Commodity Delivery Notice, is
inadequate. The total number of CL-15's issued and the quantity
of grain was indicated on a card by location. However, the number
of CL-15's returned were not checked to this card. The county
office has no record to determine delivery notices outstanding and
those which have been completed. Some forfeited loan collateral
was not delivered within the 60-day period following the lozn
maturity date when CCC may effect delivery without becoming liable
for payment of storage charges to borrowers. Between July 1 and
July 8, 1954 (subsequent to the period in which CCC may effect
delivery without incurring storage charges), 13 Form CL-15's
totaling 8,949 bushels were issued for delivery to the Hilton bin
site.




Delays in completing loan settlement documents

The time lag between the date delivery was completed as
shovn on the CL-15's and the date the Form CL-7's, Loan Settle-
ment, were completed on four loans examined ranged from 54 to
56 days. As of Tuly 9, 1954, 30 settlements had been completed
and approximately 800 were yet to be completed. The chairman
of the county committee attributed this condition to shortage
of personnel and the large volume of work in the office. He
stated that as soon as the Wheat Marketing Cards and Acreage Al-
lotment Listing Sheets had been completed additional employees
would be used to reduce the loan program backlog.

Delays in transmittineg loan documents to commodity cffice

Warehouse loan documents were not transmitted promptly to
the Kansas City commodity office after maturity. The average lag
was 10.3 days on the transactions selected for audit. The lag
ranged as high as 19 days.

AGRICULTURAL ADJUSTMENT PROGRAM

Improper preparation of report of 1954 acreages

Our review of 50 Form CSS-578's, Report of 1954 reages,
disclosed the following deviations from Instruction 1006
(Wheat=54)=1:

1. Only the work sheet copy was signed.

2. Space provided to show the producer's interest in other
farms had not been completed.

3. On 46 of the 50 CSS-578's reviewed, all entries were
posted by one individual. Instructions provide that
specific information on the form shall be entered by the
reporter and by clerks in the county office.

L. Corrections were not initialed by the person making them.
According to the chairman of the county committee, these errors
could be attributed to inadequa«te and inexperienced office staff.
He stated he would discuss these deficiencies with the present
staff to eliminate their recurrence.

Inadequate control over marketing cards

The control of unissued marketing cards was not adequate.
The blank, unsigned cards were not kept in a locked file but were
allowed to remain unattended on tables within easy access to un-
authorized persons. The chairman of the county committee was
unaware of the existing condition and stated he had failed to
notice this laxity on the part of the employees.
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Improper procedares for replacinz lost marketing cards

We noted three instances where duplicate marketinz cards were
issued and notices had not been sent to buyers in this and adja-
cent counties canceling the original cards. No investigation was
made when 2 marketinz card was reported lost and a duplicate
issued. The county chairman stated he was unaware that any dupli-
cates had been issued and promised to have an office clerk prepare
a listing of all cards on which duplicates had been issued, so
that the county committee cculd consider the circumstarices in each
case and issue cancellation notices on the original cards to the
buyers in this and adjacent counties. He stated also that he
would instruct the clerks to notify him of all future cases where
duplicate cards are issued so that proper action can be taken by
the county committee.

STORAGE ACTIVITIES

Failure to properly inspect storage sites

Our review of Form CL-1l4's, Storage Site Inspection Report,
for the period July 1, 1953, through May 31, 1954, revealed that
only 6 monthly reports had been prepared. The chairman of the
county committee stated that a bin site supervisor who was
assigned the task of making inspections was hired in October 1953,
therefore inspections were not made during the first 3 months of
the fiscal year; also, because of the volume of work caused by
takeover, the May 1954 inspection was not made. Although 4 hours
were cnarged to inspections for the month of November 1953, as
shown by the PMA Form 496, Claim for Personal Services and Travel,
no report for this month was available.

Probe samples of grain in bins were taken in March 1954 or
only once during the 6 monthly inspections. The bin site s per-
visor stated he had not taken samples from bins during his monthly
inspections. He stated that when he makes his monthly inspections
he checks for insects, heat, and odor. He takes probe samples
only when he is in doubt.

Failure to compare CL-14's with PMA Form 496's

A comparison of CL-1l4°s with PMA Form 496's, Claims for
Personal Services and Travel, revealed the following:

Month CL-1 PMA~4G6
November 1953 None submitted 4 hours
December 1953 Reports dated

12/1 and 12/31 0 hours
April 1954 Report dated
L/28/54 0 hours

14




The Chairma  of the county committee stated that the committee
had not bee: reviewing the CL-14's or the PMA-496's and that it
had relied o7 the county office manager. He stated further that
the committe= would review both reports monthly in the future.

Deterioration of surplus bin floors

In our visit to the McPherson County bin site No. 1, we
noted a stack of old floors for bins. The bin site supervisor
stated these floors were received with the bins transferred to
McPherson County during 1953. The floor bottoms are not usable
for the storage of wheat and are, therefore, useless to this
county. At the present time these surplus bin floors are deterio-
rating. We recommended that the county office contact the state
office for advice as to disposition.

Scale operator not bonded and scale tickets improperly prepared

The scale operator was not bonded and the scale tickets did
not contain a dascription of the truck or degree of fill. The bin
site supervisor issued instructions to the scale operators to
insert a description of the truck and note the degree of fill on
all future scale tickets prepared. Subsequent to our vicit to the
bin site, he displayed an executed copy of CCC Form 271, £‘atement
to Determine Eligibility for Coverage Under the CCC Commercial
Blanket Bond, showing the scale operator had been placed under CCC
blanket bond. He stated that he was not aware of these require-
ments.

Delays in submittins report on commodity receipts and withdrawals

Our examination, made June 24, 1954, revcaled that the most
recent Form CL-23A, County Report on (Commodity) Receipts or With-
drawals, was submitted May 15, 1954. CL-23A's had not been sub-
mitted for the preceding 45 days, whereas 82,338 bushels of wheat
were placed in the bins between May 15 and June 23, 1954. The
chairman of the county committee stated that the only reason for
the delay was the excessive workload and not enough trained
employees to handle the work.

Delays in preparation of storage site activity reports and
failure of county committee to review reports

CCC Form 5, Storage Site Activity Report, was not prepared on
the day that the work was performed. The information from which
the CCC-5 was prepared was worked out on work sheets by days by
the bin site supervisor. When he had time he completed the CCC-5
and submitted it to the office. The bin site supervisor stated
that when grain was moving into a bin site the employees worked
from dawn until dark. He felt it would be impractical to require




the daily preparation of the CCC-5%s under those conditions. He
stated the CCC-5's were about 2 weeks delinquent as ol June 23,
1954. The chairman of the county committee a~-reed with the bin
site supervisor. However, the chairman was not familiar with the
CCC-5 requirements or form, and he stated the committee had not
been reviewing the CCC-5's, leaving this review to the county
office manager.

Failure to submit forms for erection of bin sites
and grain inventories

The county office failed to submit the required forms to the
state and commodity offices for bins accepted and erected. Forms
covering physical inventory of commodities at bin sites, due
April 30, 1954, had not been submitted as of June 22, 1954. The
chairman of the county committee stated that he was aware of
these deficiencies and that the committee was making every effort
to remedy them.

Lack of evidence in support of negotiations for bin-site leases

Our examination failed to reveal that any documents or
memoranda evidencing negotiations of leases for bin sites were
retained in the county office files. The chairman of the county
committee stated the county committee decided on the general
location for the four bin sites. They then surveyed the locations
fus drainage, convenierce to transportation, etc., and then con-
tacted the owners to rent the land. He stated further that no
written record was made of their survey.

Failure to collect service charges at time of application
for farm-storace facility loans

Until about May 15, 1954, service charges were not collected
at the time farm-storage facility loan applications were filed.
However, since that time the service fee has been collected at the
time of filing loan applicstions. Effort is being made to collect
service charges for loans made before May 15, 1954. It was not
until this date that the county committee became aware of the
requirement that service charges were to be collected at the time
of filing loan applications.

Improper costs included in determining amount
of farm-storage facility loans

We noted two cases where the cost of farm-storage facilities
under loan did not exclude the cost of permanent foundations for
movable structures. As a result, loans were made approximately
$1,068 in excess of the proper amounts. The chairman of the
county committee was surprised that these costs had been included
and stated that he had approved the commitments relying on the
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review of the former chief clerk. He stated he would take the
necessary steps to collect the excess amcunts loaned.

County office record of loans not in za2egreement

with amounts snown in loan files

Seven cases were noted where the entries on the county office
control record, CCC Form 301, County Office Record .t Loans,
were not in agreement with amounts shown in the loan files. These
errors were pcinted out to the assistant county office manager
who stated that the records would be corrected.

Farm-storage facility loan zoplication approved

in blank by ccmmittee chairman

We noted one CCC Form 293, Application for Loan on Farm-
Storage Facilities, approved in blank by the county committee
chairman., He stated this was the only time he had approved a
commitment in blank. He stated also that he would not approve
blank commitments in the future.

Failure to obtain state committee approval for
farm-storace facility loeans in excess of $2,500

The farm-storage facility loan files do not show state ASC
committee aprroval for two loans with principal amounts exceeding
$2,500 on which commitments were issued subsequent to the revised
CSS Instruction 666 (Grain-2, Aux. 2, dated February 24, 1954).
The chairman of the county committee stated this was an oversight
on the part of the county office manager.

Inadequate subsequent warehouse inspections

We noted that the examiner making the reinspections of eleva=-
tors reported on CCC Form 310, Subsequent Warehouse Examination
Report, that he inspected eight elevators in one day. We noted
also that thc examiner inspected the Continental Grain Company
elevator, Galva, Kansas, on March 22, 1954, and submitted report
CCC=310 on the same date which stated under item 15 "nc apparent
danger of deterioration. Conditions and warehouse in good con-
dition." Nine days later, on March 31, 1954, the county office
received a letter from the CSS commodity office at Kansas City,
Missouri, requesting all loans collateralized by warehouse receipts
issued by this elevator bLe called immediately because the grain
was in an "out-of-condition" status. The examiner stated he had
not examined the grain but had accepted the statement of the ware-
houseman.
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WASHINGTON ASC COUNTY OFFICE

GENERAL SURVEY

Inadequate control over collection register

Our audit disclosed that books of PMA Form 592's, Receipt,
which provide a collection register, were not filed in a system-
atic manner. Used books were found uncontrolled on top of file
cabinets. The matter was discussed with the office manager who
stated that appropriate action would be taken in the near future.

Infrequent visits by farmer fieldman

We were told by the committee chairman and office manager
that the farmer fieldman visits the county office on an average
of 1 day every 5 or 6 weeks. The county office officials feel
that the fieldman should visit the office a minimum of once every
3 weeks. They stated that the fieldman is capable and very help-
ful to them when he is at the office but his visits are too infre-
quent.

GRAIN PRICE-SUPPORT PROGRAMS

Improperly prepared farm-storage and
warehouse-storage work sheets

Our examination of 16 Form C1-3A's, Farm-Storage Work Sheet,
disclosed that 4 wer: not properiy prepared, as follows:

1. The date of approval was omitted in section I on four
forms.

2., A county office representative fziled to sign section I
certifying the eligibility of the pioducer on two of the
forms.

According to the county office manager, these errors resulted from
an oversight on the part of county office employees.

A county office representative failed to sign section I on
two Form CL-3B's, Warehouse-Storage Work Sheet. According to the
county office manaper, these errors resulted from an oversigh’. on
the part of county office employees.

Delays in recording chattel mortgages

Our examination of 16 Form Cl-AA's, Commoidity Chattel Mort-
gage, disclosed that 11 were not promptly recorded or properly pre-
pared, as follows:
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1. Ten chattel mortgages. were recorded 2 to 39 days after the
approval of the loan.

2. One chattel mortgaze was not dated.

The CL&P Handbook, Part II, Section III F-2, requires that the
chattel mortgage, oroperly signed and acknowledged, be submitted
to the county recording official for recording on the same day the
loan is approved by the county committee. The county office man-
ager stated that the heavy workload vrevented the prompt recording
of the mortgazes.

Failure to maintain record of lien searches

There is no record maints 2d in the county office showing
that lien searches were made 'his matter was discussed with the
county office manager who s* :d that in the future a record of
lien searches would be mair .ned.

Delays in transmitting service
charpes to state office

Service charges collected on 6 loans and 1 purchase agreement
were transmitted to the state office 3 to 30 days after the serv=-
ice charges were received in the county office. The CLXP Handbosk,
Part, 1I, Section VII, E-1, requires that the service charges be
mailed immediately to the state committee. The county office man-
acer stated that the heavy workload prevented them from promptly
transmittine such service charges.

Delavs in reportines service
charzes to county office

Lendins arencies reported service charges collected to the
county office 13 to 30 days after the loan was disbursed. Accord-
ing to the loan clerk, no action has been taken to assure that
lending acsencies promptly report loan transactions.,

Inadequate follow-up of unauthorized
use_of loan collateral

The county committee did not follow the prescribed procedures
when a reinspection disclosed that part of the collateral under
loan was used as seed by the producer. On November 19, 1953, a re=-
inspection revealed a shortage of loan collateral. The county com=
mittee on November 20, 1953, in a letter to the borrower requestead
payment for that portion of the collateral used as seed. The lend-
ing agency was also notified of the shortage on November 20. Af-
ter several attempts by the chairman of the county committee to
effect a complete settlement had failed, a special inspection was
made. On February 11, 1954, 3 months after detection of the short-
age, Form CL-11, Farm-Stored Commodities Reinspection Keport, was

18




prepared recommending that th2 loan be called. A Form CL-8, Re-
port on Debtor, was not prepared. The instructions for handling
cases where there has been unauthorized removal nf collateral pre-
scribe that a CL-11 chould be prepared stating the county office's
recommendations and forwarded to the state office. If the state
office concurs with the county's recommendation for calling the
loan, arrangement should be made with the lending agency to ac-
quire possession of the note. If the loan is called, and settle-
ment is not made within 10 davs, then a CL-8 should be prepared.
If the county committee feels that th2 producer had converted the
erain with the intent to defraud the Government, tren a CL-8 stat-
ine all the facts should be prepared immediately anua forwarded to
the state office.

Delays in completinc loan settlement cocuments

Our examination disclosed numerous instances where Form
CL-7's, Loan Settlement, were not promptly prepared or transmitted
to thke CSS commodity office immediately under cover of rorm CL-62,
Loan Document Transmittal, as required by the CL%P Handbook, Part
IV, Section III G-3. At the time of our audit, July 14, 1954, de=-
liveries of 1953 crop wheat had been completed as of June 30, 1954,
and CL-7's were in the process of being prepared and completed.

The county office manager stated that the loan settlements were
being completed as quickly as possible.

Failure to correcct an errcneous loan s=ttlement

An amount due a producer was erroneously computed on the CL=-7.
The error was called to the attention of the county office by the
commoditv office in letters dated April 22, 1954, and June 21,
1954. The letter of June 21, 1954, contained a statement of ac-
count showing exactly how the settlement should have been computed.
However, corrections had not been made as of July 14, 1954. We
brought this error to the attention of the county office manager
who informed vs that corrections would be made.

Delays in forwardine unsettled warehouse
loan documents to commodity office

Our examination disclosed numerous instances where unsettled
warchouse loan documents and receipts were not forwarded immedi-
ately upon maturity of loans to the CSS commodity office in accord=-
ance with the CL&P Handbook, Part IV, Section II C-3. Most of the
warehouse loans were forfeited and the loan documents were re-
ceived in the county office at approximately the same time,

April 30, 1954. The documents were transmitted to the CSS commod-
ity office approximately 1 month after maturity. According to the
county office manager, the loan documents and receipts were
checked at the county office which resulted in the delay.
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Delays in depositing receipts

We noted 3 instances where remittances received in the county
office were held for 12 days before they were deposited. The Kan~
sas County Administrative Manual, Title IV A, page 65, states that
in no case shall remittances received in the county office be held
longer than 7 days. The county office manager stated that the
heavy workload prevented them from depositing receipts promptly.

Delays in completing reports on
commodity receipts pending com-
pletion of loan settlements

We noted that the county office had deferred the completion
of the Form CL-23A's, County Report on (Commodity) Receipts or
Withdrawals, as to the quantity and quality of collateral deliv-
ered pending the completion of loan settlement documents. The
CL&P Handbook prescribes that the receipts of forfeited loan col-
lateral shall be reported on Form CL-23A upon determination of
grades and completion of delivery documents, and that such reports
shall not be delayed for completion of settlement documents.

Custody file not kept current

Three paid notes were not removed from the custody file.

Inaccurate county office record of loans

Form CL-4's, County Office Record of Loans, were not posted
currently or correctly, as follows:

l. The date of disbursement was not posted for corn loan
NO . !{.9"101“‘668A .

2. One corn loan was posted twice under loan Nos. 49-101-688A
and 49-101-668A.

3. The date the note was purchased by CCC was not posted in
several instances.

L. The full date was not shown in all cases, i.e., the year
was omitted,

5. The date and amount of loan collateral delivered was not
posted for eight loans examined.

6. The date indicated on Form CL-5, Lending Agency Service
Charge Transmittal, instead of the date the draft or check
was received in the county office was posted to column 5
gszrequired by the CL&P Handbook, Part VI, Section III,
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7. The disbursement date of corn loan No. 49-101-453A was
posted incorrectly.

8. The dates the warehouse loans were liquidated by forfei-
ture were pcsted from Form CL-63, Lending Agency's Letter
of Transmittal of Loans, instead of Form CL-62, Loan Docu-
ment Transmittal, as required by the CL&P Handbook, Part
VI, Section III, G.

9. Liquidation dates were not posted to the CL-4 in all in-
stances.

We called the errors to the attention of the loan clerk who stated
that the appropriate corrections would be made.

Inaccurate cumulative report of commodit
Joans anl purchase agreements

Our examination of Form CL-4A, Monthly Cumulative Report of
Commodity Loan and Purchase Agreement Activity From Inception of
Program to Date, for wheat as of June 15, 1954, disclosed that the

report failed to correctly summarize loan and purchase agreement
data. The following data were reported incorrectly:

1. The number of loan applications.

2. The quantity covered under purchase agreement.

3. The number and quantity of 1952 extended reseal loans.
L. The number and quantity of 1953 resealed loans.

5 The number of 1953 farm-stored loans not liquidated or re-
sealed,

6. The quantity of farm-stored loans disbursed.

7. The quantity and amount of farm-stored loans liquidated by
forfeiture, delivery, or loss.

8. The quantity and amount of farm-stored loans outstaniing.

9. The number, quantity, and amount of warehouse-stored loans
disbursed.

10. The quantity of warehouse-stored loans liquidated by for-
feiture, delivery, or loss.

We called the above errors to the attention of the loan clerk who

stated that the records would be corrected and completely re-
checked prior to the preparation of the next monthly CL-4A,
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STORAGE ACTIVITIES

incomplete storage site inspection reports

In our opinion, the Form CL-1l4's, Storage Site Inspection Re-
port, which were prepared and submitted by the former bin site su-
pervisor for each month from July 1953 through May 1954 were
reasonably accurate for the items reported. However, the condi-
tion of equipment was not shown on any of the reports and the con-
dition of the grain was not shown on numerous reports indicating
that inspections in these respects were not made. The supervisor
who prepared these reports was discharged for inefficiency. The
reports submitted by the new supervisor for the month of June 1954
were completely prepared and, in our opinion, reasonably accurate.

Inaccurate storagze site inspection report

The sample of wheat taken by us from bin No. 122944 at the
Palmer bin site July 6, 1954, was found by the grain inspector to
contain "light weevil." This condition was not shown on the June
CL-14. This matter was discussed with the chairman of the county
committee and the bin site supervisor who stated that the weevil
condition either developed after their inspection which was made
June 17, 1954, or was overlooked by the inspector. They stated
that the wheat would be fumigated within a week.

Lack of control over scale ticket books

Control over books of scale tickets was not maintained in ac-
cordance with the county administrative manual, which requires
that a record be maintained of all such books received, issued,
and returned to the county office. The office maintained a record
of the scale ticket books issued and the books returned, but no
record was kept of the books received from the state office or
those on hand in the county office. This matter was discussed
with the office manager who stated that such control would be es-
tablished as soon as possible.

Improper sampling of errain

CS&M Handbook, Part I, Section III E, requires that probe sam-
ples be taken from at least five different places in the grain
mass of each load of grain delivered to the bin sites for storage
in order to get representative samples of the grain for testing.
According to the bin site supervisor, the site attendants obtain
samples of grain by:

1. Catching grain ir a cup or bucket as it pours from the
truck by inserting the cup into the grain stream four or
five times.

2. Occasionally dipping into one place in the grain mass.
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This matter was discussed with the chairman of the county commit-
tee who stated that he would instruct the bin site attendants to
take probe samples of all grain delivered in the future in accord-
ance with instructions. He stated that he was not aware of the
fact that samples were being taken by the dipping method but had
not objected to the other method used, since it saved a consider-
able amount of time and the samples thus obtained were fairly rep-
resentative.

Incomplete storage site activity reports
and failure of county committee

to review reports

Activity reports, CCC Form 5's, Storage Site Activity Report,
were not always prepared in accordance with instructions. The fol-
lowing irrecularities were noted:

l. State, county, site number and location, time of arrival,
and time of leaving the bin site were not always shown.

2. The quantity received was not always shown.

3. The extent of fill of the bins listed before and after the
receipts was not always shown.

L. There was little evidence that the reports were reviewed
at the county office.

These deficiencies were discussed with the chairman and the county
office manarer who stated that the reports were "reviewed as time
permitted." They stated also that the former bin site supervisor
was discharged because of inefficiency, primarily for the inade-
quacy of his reports, as of May 30, 1954. The activity reports
submitted by the new supe:visor for the month of June 1954 were
properly prepared and submitted to the county office daily.

Lack of control over bin seals

We notedl that Government seals for sealing storage structures
at bin sites were not controlled. The chairman of the county com=-
mittee and office manager stated that in the future seals would be
issued to the bin site supervisor only, who would in turn issue
them to desirnated personnel.

Lack of evidence in support of nego-
tiations for bin-site leases

There were no records of negotiations in connection with bin-
site leases on file in the county office. The chairman steted
that the terms of the leases were negotiated and the leases were
considered sufficient records of negotiation at that time. He
stated that the three leases that will expire in the near future
will be reviewed in accordance with instructions contained in CS&M
Handbook.




0 den i rm=st
loan files regarding searches for
prior liens and payment of costs
in excess of loans

Our examination of farm-storage facility loans disclosed the
following deficiencies:

1. No evidence of searches made for prior liens.

2. Of the nine loans examined only one receipted invoice was
on file showing that the difference between the cost of
the structure and the amount of the loan had been paid.

In the other eight cases examined there were no receipted
bills or other satisfactory evidence of the cost of the.
facility or payment of the cost in excess of the amount of
the loan.

We discussed these items with the county office manager who stated
that a search was made for prior liens in each case prior to ap-
proval of the loan., However, a record of such search was not re-
corded because the committee did not consider such a record
necessary since the facilities were bought new in all cases. She
stated that such records would be made in the ruture. With regard
to receipted invoices for the cost and payment of the difference
in the cost and the loan amount, both the committee chairman and
the county office manager stated that such invoices had been ob-
tained but were misplaced or lost., However, a review of the loan
folders for loans made in 1953 disclosed that receipted invoices
were on file,

Farm-storage facility loans in excess
of prescribed maximum

The followins farm-storace facility loans were made at
amounts computed on the basis of 85 percent of the cost of the fa-
cilities rather than 45 cents per bushel capacity. Since the lat-
ter basis would have resulted in a smaller loan, that basis should
have bee¢n used had CSS instructions been complied with.

L5¢ a bushel Excess

Loan Amount Rated rated amount

Producer number of loan capacity capacity of loan
$318.75 650 $292.50  $26.25
325.12 650 292.50 32.62

According to the county office manager, computations were not made
02 ﬁhe basis of 4f cents a bushel rated capacity due to an over-
sight.




Facilities under loan not covered by insurance

Our examination of farm-storage facility loans disbursed dur-
ing 1951 and 1952 disclosed that facilities under loans were not
covered by insurance. Insurance on these facilities (less than
$1,000) was not required at that time. However, CS&M Handbook,
Part V, Bullet.n 1, Supplement 2 (Kansas), dated November 6, 1952,
requires insurance on all facilities, regardless of amount, for
the life of the loan. As a result of the state office auditor's
recommendations, Report of Audit for the period June 30, 1952, to
June 4, 1954, the «county office manager stated that insurance will
be required on all facilities under loan, including old loans, as
soon as possible. A review of loans made in 1953 indicated that
all facilities were insured as required.

Failure to notify borrowers of installments
due and inadequate follow-up of delinquent
installments

The following three farm-storage facility loan installment
payments were delinquent.

Borrower Loan number Amount
$76.50

58,59

66.30

The above installments were due January 31, 1954. None of the bor-
rowers were notified 30 davs in advance of the due date of the in-
stallments as required by 666(Grain)-2, VI G. The only collection
action of record prior to our visits to the county office was a
letter to the borrower (loan No. ), dated April 3, 1954,
demanding payment of the installment. We accompanied the chairman
of the county committee to *“e¢ borrower's farm. The chairman dis-
cussed the delinquency with the borrower who promised to pay the
installment by July 25, 1954. T ere was no evidence in the files
to indicate that payment of the dcelinquencies of the other two bor-
rowers had been requested by the county office. The chairman
stated that such action had not been taken because of oversight on
his part and the workload in the county office. He stated further
that he would contact the two borrowers by July 21, 1954, and, if
satisfactory arrangements for payment of the installments could

got be had, he would recommend that the state committee call the
oanse.

Unauthorized use of facility under loan

During our visit to the farm of the borrower (loan No.
) on July 12, 1954, we noted that commercial feeds and
oats for feeding livestock were stored in the facility under loan.
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The borrower stated that he did not know that the facility was to
be used onliy for storage of farm-grown grairi as required by 666
(Grain)=-2, Bulletin 2, D; consequently, no r¢ juest for approval of
excepted use was made of the county committee as required.

Inaccurate county office record of loans

A review of the entrles in the county office control record
CCC Form 301, County Office Record of Loans, disclosed the follow-
ing discrepancies with regard to farm-storage facility loans.

1. The dates service charges were collected were not shown.

2. The a?ount of loan commitment was erroneously shown (all
cases).

3. The amount disbursed was not shown for any loan.

L. The anniversary dates of the loan were not shown in any
casee.

5« The amount of outstanding principal was shown in the rec-
ord of payments column instead of the amount paid.

6. The dates payments were made were not shown.
7. Dates to which interest was paid were not shown.

8. In no case did the record show that a deficiency was trans-
ferred to the debt register.

The reasons given by the county office manager for the deficien-
cies listed above were:

l. Misinterpretation of procedures.

2., Failure on the part of the clerk to read and apply proce=-
dures.

3. Failure on the part of the office manager to review the
records.

The county office manager stated that the entire record will be
completely revised to meet with procedural requirements as soon as
possibie.

Failure to renew mortgaces

According to Kansas CS and M letter number 1, dated July 31,
1951, the Kansas state law requires mortgages to be renewed within
the period of 30 days immediately prior to the second anniversary
(recording date) of the loan. Mortgages covering two loans on
farm-storage facilities hed not been renewed. Another mortgage




was not ronewed within the time required. According to the chair-
man of the county committee, the mortgages were not renewed be-
cause of an oversight., He stated that the mortgages would be
renewed immediately.

SALES AND DISPOSITIONS
Sales not promptly reported on county

report of commodity withdrawals

Part' VII, A, 4 of 667(Grain)-1, CS&M Handbook, states:
"The original Form CL-23A shall be submitted immediately tc the
PMA commodity office and the first carbon copy forwarded to the
state PMA committee." 3ix sales were not promptly recorded on
Form CL-23A, County Report on (Commodity) Receipts and Withdrawals.

CL-23A number CL-23A date Date of sale Delay

T 376 L R 1-19-54 3 days
2, 377 2= 7=54 1- 5=54 33
3. 339 10-14-53 8-12-53 63
L. 344 2- 7-54 1- 5=54 33 o
5 339 2~ 7=54 1-27=54 11
6. 362 11- 6-53 8- 6-53 90

The county office manager stated that the delays on items 1 to 4
resulted from the heavy workload. On items 5 and 6 the scale oper-
ators failed to collect the correct amount of sales proceeds due

to errors in computations. Submission of CL-23A's was delayed un-
til the correct amounts were received.

Delays in depositing sales proceeds

The Kansas County Administrativs Manual, Title V, A, page 65,
states: "Disposition of all collections should be made on the¢ day
they are received and in no case held longer than 7 days in the
county office." Significant delays in depositing sales proceeds
with the Federal Reserve Bank 1.sing Form CCC-2¢7, Schedule of de-
vosit, were noted during our e.ramination, as follows:

CCC=257 number CCC=-257 date Date of receipt Delay

1, 77 2= 7=54 l- 5=54 33 days
2 Ly 10-15-53 8-12-53 64, "
3. 75 = T7=54 1-27-54 1 "
L, 28 11- 6-53 10-25-53 12 "

On items 1 and 2 the county office manager stated that the delays
resulted from the heavy workload and on items 3 and 4 the manager
stated that, since the scale operators failed to collect the cor-
rect amount of sales proceeds due to errors in computations, the
deposits were delayed until the correct amounts were received.
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