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AUDIT OF COMMODITY CREDIT 
CORPORATION, FISCAL YEAR 1972 
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/ B-114824 

DIGEST -----_ 

WHY THE AUDIT WAS MADE less than the $4.06 billion loss for 
1971. (Price-support and related 

The Government Corporation Control operations normally result in a loss.) 
Act requires the General Accounting Such losses are reimbursable through 

1 Office (U~~m&a.nti~~~inan- appropriations. The $600 million 
llw.K&-;P&&t 

20 
reduction was due primarily to a 
$450 million decrease in set-aside 

OPINION ON FINANCIAL STATBVENTS 

In view of the character and scope 
of CCC's operations--particularly 
commodity inventories and loan 
collateral--it was not practicable 
for GAO to perform all the steps of 
examination and verification needed 
to reach an independent, overall * 
opinion concerning the accuracy and 
fairness of the financial state- 
ments. (See p. 20.) Therefore 
GAO cannot express an opinion that 
CCC'S f 
fairly its fina 
June 30, 1972, and the results of 
its operations for the year then 
ended. GAO believes, however, that 

--CCC!s accounting methods provided 
a generally satisfactory record 
of its financial transactions and 

payments under the feed grain program. 
(See p. 8.) 

At June 30‘, 1972, unreimbursed losses 
totaled $7.52 billion--$4.06 billion 
for fiscal year 1971 and $3.46 billion 
for 1972. An appropriation act ap- 
proved in August 1972 provided for 
reimbursing the fiscal year 1971 
loss. (See p. 8.) 

In fiscal year 1972 CCC expended 
$6.9 billion for price-support and 
related activities. Most of this 
was for price-support loans ($2.7 bil- 
lion) and direct payments ($2.9 bil- 
lion) to producers. (See p. 9.) 

Also CCC incurred costs of $1.4 bil- 
lion for special activities author- 
ized by various statutes and financed 
through special appropriations. 
(See p. 13.) 

--CCC's financial reporting system 
generally was adequate to supply 
management with information for 
conducting its affairs. (See 
p. 22.) 

FINANCIAL OPERATIONS 

CCC reported a $3.46 billion loss 
for fiscal year 1972--$600 million 

Accounts and notes receivable at 
June 30, 1972, totaled almost $4 bil- 
lion, an increase of $480 million 
during the year. These receivables 
represent over half of CCC's total 
assets. 'Th"'ey p"ertain mainly to CCC's 
financing of commercial exports of 
agricultural commodities under Pub- 
lic Law 480 and under its export 
credit sales program. (See p. 16.) 

Tear Sheet 
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MATTERS GAO REPORTED TO THE 
CONGRESS OR BROUGHT TO CCC's 
ATTENTION 

In a report to the Congress 
(B-142011, Apr. 12, 1972), 
GAO pointed out that a statutory 
payment limitation of $55,DOfJ a 
person under the 1971 cotton, 
wheat, and feed grain programs 
had caused no significant reduc- 
tion in CCC expenditures. Pro- 
ducers were not prohibited by law 
or related regulations from chang- 
ing their farming operations and 
organizations to reduce the finan- 
cial impact of the limitation; 
consequently, producers made 
such changes to spread program 
payments among more persons. 
(See p. 5.) 

Also the administration of the 
limitation needed improvement to 
insure that payments were valid, 
accurate, and in compliance with 
applicable laws and regulations; 
the Department took corrective 
actions. (See p. 6.) 

CCC specified in its procurement 
announcements that, in purchasing 
certain processed commodities, 
it would not consider discounts 

for prompt payment as a factor in 
evaluating offers. CCC could 
benefit by taking advantage of 
cash discounts for prompt payment 
of competitive-bid purchases. 
Another Department agency5 whose 
purchases were paid for by the 
same administrative office, was 
benefiting from cash discounts. 
In response to a GAO suggestion 
that the discount policy be re- 
evaluated, CCC said the matter 
rs7u;der review. (See 

. . 

RECOMMENDATIONS OR SUGGESTIONS 

This report contains no recomtnenda- 
tions or suggestions. 

MATTERS FOR CONSIDERATION 
BY THE CONGRESS 

This report is submitted to the Con- 
gress, as required by law, to pre- 
sent the results of the annual audit 
of CCC's financial statements and 
such other information as necessary 
to keep the Congress informed on the 
operations and financial condition 
of ccc. 
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CHAPTER1 

INTRODUCTION 

The Commodity Credit Corporation (CCC), a wholly owned 
Government corporation, was created as a corporation under a 
Delaware charter in 1933 to stabilize, support, and protect 
farm income and prices; to assist in maintaining balanced 
and adequate supplies of agricultural commodities; and to 
facilitate their orderly distribution. CCC was reincorpo- 
rated in 1948, as a Federal corporation within the Depart- 
ment of Agriculture, by the Commodity Credit Corporation 
Charter Act (15 U.S.C. 714). 

CCC's principal operations are price-support programs 
for agricultural commodities, including storing, handling, 
and disposing of commodities acquired under the programs; 
cropland set-aside programs; and export activities under the 
Agricultural Trade Development and Assistance Act of 1954, 
as amended (7 U.S.C. 1691)--commonly known as Public Law 
480--which are financed by appropriations authorized under 
statutes providing for the activities. 

3 



CHAPTER 2 

ORGANIZATION AND MANAGEMENT 

CCC is managed by a Board of Directors, subject to the 
general supervision and direction of the Secretary of Agri- 
culture, who is an ex officio Director and the Chairman of 
the Board. The Board consists of six additional members 
appointed by the President of the United States with the 
Senate's advice and consent. 

A bipartisan advisory board of five members, appointed 
by the President, surveys general CCC policies and advises 
the Secretary. CCC officers are designated according to 
their positions in the Department. 

CCC has no operating personnel of its own. Its activi- 
ties are carried out mainly by the personnel, and through 
the facilities, of the Department's Agricultural Stabiliza- 
tion and Conservation Service and the Agricultural Stabili- 
zation and Conservation State and county committees. Other 
Department agencies and offices and commercial agents also 
carry out certain phases of CCC's activities. 

The Agricultural Stabilization and Conservation Service 
administers CCC's activities through its central office in 
Washington, D.C*, and its three commodity offices in Kansas 
City, Missouri; Minneapolis, Minnesota; and New Orleans, 
Louisiana. The commodity offices acquire, store, transport, 
and dispose of agricultural commodities. 

The Agricultural Stabilization and Conservation State 
and county committees carry out certain of CCC's price- 
support and related activities within the States and coun- 
ties. There are 50 State offices, a Caribbean area office, 
and about 2,800 county offices serving about 3,000 counties. 
The State committees supervise the county committee activi- 
ties in their respective States. 



CHAPTER 3 

CERTAIN MATTERS GAO REPORTED TO THE CONGRESS 

OR BROUGHT TO CCC'S ATTENTION 

PAYMENT LIMITATION INEFFECTIVE 

In a report to the Congress,1 we pointed out that the 
payment limitation of $55,000 a person under the 1971 cotton, 
wheat, and feed grain programs had caused no significant re- 
duction in CCC expenditures. 

From 1966 to 1970 CCC annually paid between $2.5 billion 
and $3.3 billion directly to growers under the upland cot- 
ton, wheat, and feed grain programs. The Congress, con- 
cerned about the cost of these farm programs and about the 
number of large individual payments, enacted legislation in 
1970 limiting to $55,000 the total of direct Federal pay- 
ments a person could receive annually under each program. 

Congressional committees considering the legislation 
had reported that a $55,000 ceiling would have reduced 1969 
payments by about $58 million. We estimated that such a 
limitation would have reduced 1970 payments by about $68 mil- 
lion. These calculations excluded consideration of potential 
program changes or changes that growers might have made in 
their farming operations or organizations to reduce the lim- 
itation's financial impact. 

Because the authorizing legislation and related regula- 
tions for the limitation did not prohibit producers from do- 
ing so, many changed their farming operations and organiza- 
tions to reduce the financial impact of the limitation. The 
primary result of such changes was the spreading of program 
payments among more persons--individuals or entities. Some 

lItPayment Limitation Under 1971 Cotton, Wheat, and Feed 
Grain Programs Had Limited Effect On Reducing Expenditures" 
(B-142011, Apr. 12, 1972). 
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changes permitted persons to hold interests concurrently in 
several entities receiving program payments. Thus the per- 
sons, in effect, received more than $55,000. Other changes 
allowed some producers to receive additional payments in- 
directly. 

We reviewed the operations of 98 producers in six States 
who had received more than $55,000 under any of the three 
1970 commodity programs to examine the effect of the limi- 
tation in 1971. These producers had collected nearly 
$25 million in program payments in 1970 and individual pay- 
ments to them ranged from about $64,000 to $3.5 million. 

In 1971 these 98 producers would have been eligible to 
receive about $22.5 million without the payment limitation. 
Had these producers each been considered as a single person, 
they would have received about $5.4 million--a saving of 
$17.1 million. Largely because of actions the producers 
took to reduce the impact of the limitation, savings in pay- 
ments amounted to only about $356,000. A Department study 
showed nationwide savings to the Government of only $2.2 mil- 
lion. 

We recommended that, to improve administration of the 
limitation and to insure that payments subject to the limi- 
tation were valid, accurate, 
cable laws and regulations, 

and in compliance with appli- 
the Department (1) develop a 

system for obtaining information on farming interests of 
program participants so that the payment limitation could- 
be applied fully and fairly, (2) provide for periodic re- 
views at a higher organizational level of the propriety and 
consistency of county and State committee determinations, 
and (3) improve the system for controlling payments to per- 
sons having more than one producer identification number. 

The Department substantially agreed with our recommen- 
dations and took corrective actions. We said these actions, 
if effectively implemented, would significantly strengthen 
administration of the payment limitation. 



FINANICAL BENEFITS AVAILABLE 
THROUGH CASH DISCOUNTS 

In a letter dated April 27, 1972, to the Executive Vice 
President, CCC, we stated that CCC could benefit by taking 
advantage of cash discounts for prompt payment of 
competitive-bid purchases. CCC purchases various processed 
agricultural commodities under competitive bids. In fiscal 
year 1972, purchases of wheat products alone amounted to 
$106 million. 

CCC specified in its procurement announcements that,in 
purchasing wheat flour and certain other processed commodi- 
ties through the Minneapolis Commodity Office, it would not 
consider discounts for prompt payment as a factor in eval- 
uating bids. Another Department agency, whose purchases 
were paid for by the same administrative office, was bene- S 
fiting from cash discounts. 

CCC had decided in 1967 that it was not practical to* 
consider discounts for prompt payment. 

&$&t 
Administrative proce- L" 

dures and related factors, on which this policy was adopted, 
changed and the reasons for the decision appeared to be out- 
dated. For example, one reason was that contracting officers, ' 
when evaluating offers, were not in a position to know the 
conditions that would prevail at the paying office when the 
vendor submitted his invoice &nd, therefore, could not de- 
termine if CCC would be able to avail itself of an offered 
discount. We suggested that CCC reevaluate its discount 
policy. 

CCC told us in November 1972 that a task force was re- 
viewing contract terms and that the matter of cash discounts 
was under review. 



CHARTER 4 

SELECTED HIGHLIGHTS OF FISCAL YEAR 1972 OPERATIONS .- -- 

$3.5 BILLION REALIZED LOSS REPORTED BY CCC -- 

CCC's price-support and related operations normally 
result in a loss. For fiscal year 1972 CCC reported a 
realized loss of $3.46 billion (recorded loss before adjust- 
ing allowances for losses on loanso commodity inventories, 
and receivables), which was $600 million less than the 
$4.06 billion loss for 1971. This decrease was due pri- 
marily to a $450 million decrease in set-aside payments 
under the feed grain program. 

Most of the loss resulted from payments totaling 
$2.4 billion to producers for setting aside cropland from 
production of feed grains, cottons and wheat. Inventory 
operations resulted in a $454 million loss0 including $268 
million for commodities donated. Interest expense amounted 
to $375 million. Export subsidies totaling $117 million-- 
to bridge the difference between U.S. prices and lower 
world prices-- were paid on wheat (and wheat products), to- 
bacco, and rice. CCC's comparative statement of income and 
expense for fiscal years 1972 and 1971 is on page 24. 

The following analysis shows the realized loss for fis- 
cal year 1972 and for the lo-year period 1963-72 according 
to commodity (and products) or category of expense. 

1972 1963-72 

(000,000 omitted) 

Com!llodities : 
Feed grains 
Cotton 
wheat 
Dairy products 
Peanuts 
Rice 
Tobacco 
Other 

Total 

Expenses: 
Interest expense net of interest income 
Operating and other expenses 

Realized loss 

$1,194 $13,524 
816 7,510 
675 4,739 
215 2,469 
113 470 

37 356 
27 219 
32 371 

3,109 29,650 

254 3,411 
94 699 

$3 457 ACE $33,!58 



The graph on page 10 shows the upward trend of annual 
realized losses during the 1963-72 period in total and by 
major components, 

In fiscal year 1972 the Congress appropriated $4.21 
billion to reimburse CCC for losses, compared with a re- 
imbursement of $3.36 billion in fiscal year 1971. A sum- 
mary of changes in the amount of unreimbursed losses during 
fiscal year 1972 follows. 

Amount 
(billions) 

Unreimbursed losses, June 30, 1971 
Less reimbursements in fiscal year 

1972 

$8.27 

4.21 

Loss, fiscal year 1971 4.06 
Plus loss, fiscal year 1972 3.46 

Unreimbursed losses, June 30, 1972 
(See sch. 3, p. 25.) $7.52 --- 

The agriculture appropriation act for fiscal year 1973, 
approved August 22, 1972, provided for reimbursing $4.06 
billion (86 Stat. 600), CCC's fiscal year 1971 loss. i 

Also CCC incurred costs of $1.4 billion for special 
activities authorized by various statutes and financed 
through special appropriations. Comments on these activities 
begin on page 13: 

$6.9 BILLION EXPENDED FOR PRICE-SUPPORT 
AND RELATED ACTIVITIES 

In fiscal year 1972, CC: expended $5.6 billion in non- 
recourse price-support loans and direct payments to 

1 
The loans are nonrecourse because CCC accepts the commodity 
collateral in full settlement of a loan. 

9 
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producers. Also CCC spent almost $1 billion on inventory 
transactions and about $300 million on other activities, 
including $79 million for storing grain serving as collateral 
for its price-support loans extended beyond original matu- 
rity dates. A summary of expenditures during fiscal year 
1972 follows. 

Inventory 
Direct storage Storage 

Total Price- payments and Transpor- expanses Export 
expendi- support to Pur- handling tation on loan sub- 

tures loans producers chases expenses -- expenses collateral sidics 

(000,000 omitted) 

Commodities: 
Feed grains 
Wheat 
Cotton 
Dairy products 
Soybeans 
Rice 
Peanuts 
Wool 
Wheat products 

(mainly flour) 
Vegetable oil 
Tobacco 
Blended foods 
Flaxseed 
Other 

Storage facility and 
equipment loans 

Total 

$2,485 
1,645 

938 
397 
376 
220 
179 
113 

108 

i; 
40 
24 

28 

6,730 

120 

$&gg 

$1,246 
544 
114 

376 
166 
150 

$1,053 
885 
824 

s 54 
44 

385 

s 57 
50 

4 

$23 $52 s - 
32 27 63 

8 

113a 

25 
28 

3 
1 

1 25 

lob 
90 

2 

60 27 

16 
2 

40 
2 

15 

SJgb 

a 
Subject to special reimbursement. (See p. 15.) 

b 
Includes $23 million of loan collateral taken over in excess of value of loans defaulted. 

cs74 million for collateral stored on farms and $5 million for collateral stored in romercinl 
warehouses. 
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$427 MILLION INCREASE IN COMMODITY LOANS 

At June 30, 1972, CCC's investment in commodity loans 
totaled $2.3 billion, a $427 million increase over the in- 
vestment at June 30, 1971. The major loan increases were 
$519 million for feed grains and $190 million for wheat. 
Tobacco loans decreased $213 million. Commodity loan ac- 
tivity during fiscal year 1972 is summarized as follows: 

Rice, 
Feed soy- peanuts, 

Total grains Tobacco Wheat beans Cotton and other --- 

(000,000 omitted) 

Loan balance, 
June 30, 1971 

1972 fiscal 
year activity: 

Loans made 
Repayments 
Loans canceled 

by CCC ac- 
quisition of 
collateral 

Loans charged 
off 

Other transac- 
tions 

Net change 427 

Loan balance, 
June 30, 1972 

$1,850 $ 595 $885 - __ $246 $ 80 $32 $2 

2,681 1,246 60 544 376 114 341 
-2.014 -628 -273 -316 -431 -120 -246 

-157 -98 -38 - -2 

-82 

-1 

$2,277 

The $82 million of loans charged off pertained almost 

-1 

519 

$1,114 

-19 

-82 

wholly to peanuts. Loans on peanuts are made through pro- 
ducer associations and the collateral is pooled. Proceeds 
from sales of such collateral are applied to repayment of 
loans, and the unpaid balance is written off as a loss. 

CCC's investment in grain loans at June 30, 1972, to- 
taled $1.6 billion. Of this amount, $609 million represented 
loans that CCC had extended beyond their original maturity 
dates. *The collateral for the grain loans aggregated about 
1.6 billion bushels of grains of which 1.3 billion bushels, 
or 83 percent, were stored on farms; the remainder were 
stored in commercial warehouses. Producers were earning 
storage income from CCC on 566 million bushels of 

12 



farm-stored grain serving as collateral for loans that had 
been extended beyond their original maturity dates. 

$118 MILLION REDUCTION 
IN COMMODITY INVENTORIES 

At June 30, 1972, CCC's investment in commodity in- 
ventories amounted to $1.1 billion, a $118 million decrease 
from the investment a year earlier. The major decreases 
were $43 million in cotton-- practically eliminating the 
cotton inventory-- and $41 million in dairy products. 

During fiscal year 1972 loan collateral taken into in- 
ventory through default amounted to $180 million. In 1971 
the takeover amounted to $647 million. CCC's inventory ac- 
tivities during the year ended June 30, 1972, are summarized 
in the following table. 

Wheat 
Feed grains 
Dairy products 
Flaxseed 
Oils (mainly 

linseed and 
tunp) 

Cotton 
Rice 
Wheat products, 

mainly flour 
Vegetable oil 

products 
Blended food 

products 
Peanuts 
Other 

Total 
I 

Additions Deductions 
Inventory Loan col- Adjust- Inventory 
June 30, lateral Inventory ments June 30, 

1971 Purchases acquired __ sold Donations (increase) 1972 __ 

(000,000 omitted) ----__ 

$ 488 $ 37 $ 44 S 83 S- s (2) $ 488 
347 3:: 114 106 2 377 
172 251 177 

A 
131 

72 1 12 14 26b 45 

22 1 16. - (17)b 24 
48 1 44 

5 
5 

47 24 8 60 10 16 

106 70 34 2 

1 90 68 22 1 

1 40 41 
1 28 29 
9 30 iz- 14 23 1 1 - - - - 

$1,208 $766 $=a $796 Sg c-& $1,090 

aIncludes $23 million of collateral in excess of value of loans ($157 million) defaulted. 
b Mainly involves processing flaxseed into linseed oil. 

$1.4 BILLION IN REIMBURSABLE COSTS 
FOR SPECIAL ACTIVITIES 

Under certain laws CCC performs special activities and 
receives appropriated funds either as partial reimbursement 
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for costs incurred or as advances. Because the special ac- 
tivities are financed separately from CCCqs price-support 
and related programs, these costs are not included in CCC's 
net loss of $3.5 billion as shown in schedule 2. The spe- 
cial activities cost $1.4 billion for fiscal year 1972-- 
about $100 million above the fiscal year 1971 costs. The 
principal special activity, exporting agricultural commodi- 
ties under Public Law 480, cost $1.3 billion. A summary 
showing the costs incurred and the funds received by CCC for 
these activities during fiscal year 1972 follows. 

Fiscal year 1972 Unreimbursed costs 
activity (appropriated funds 

Unreimbursed Appropriations in advance of ex- 
costs at costs and other penditure (-1) at 

Activity and authority June 30, 1971 incurred funds received June 30, 1972 

(000,000 omitted) 

Public Law 480: 
Title I 
Title II 

National Wool Act of 
19% (7 u.s.c. 1781) 

Total 

$109 
154 - 

263 

75 

$338 

$ 770 $1,168 
524 454 

1,294 1,622 

117 75 - 

$1,411 $1,697 

- $289 
224 - 

-65 

117 - 

$52 

Title I of Public Law 480 provides for CCC to finance 
the sale of agricultural commodities for dollars on credit 
terms or for foreign currencies. Title II provides for 
Government donations of agricultural commodities for dis- 
tribution in foreign countries. A summary of costs incurred 
under Public Law 480 by type of transaction during fiscal 
year 1972 follows. 

Title I Title II Total 
-(000,000 omitted)- 

Commercial export sales of agri- 
cultural couwmdities (sup- 
pliers' invoices) 

Payments to suppliers for export 
differentials 

Disposition of CCC inventories 
(included as sales in CCC’s 
statement of income and e%- 
panse) 

Ocean transportation 
Other 

Total 

$648 $- $ 648 

49 49 

;3 403 118 403 191 
L - 3 3 

$2 $524 $1.294 
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About 41 percent of the Public Law 480 costs pertained 
to wheat exports. The following summary 
commodity or by other category. 

Wheat $ 510 
Rice 234 
Vegetable oil products 131 
Feed grains 106 
Dairy products 103 
Cotton 89 
Blended food products 44 
Tobacco 24 
Other commodities 2 

Ocean transportation for commodities 
donated through nonprofit voluntary 
agencies 

Other 

shows the costs by 

Amount 
(000,000 omitted) 

1,243 

48 
3 

Total $1,294 

Under the National Wool Act of 1954, price-support pay- 
ments to producers amounted to $113 million and related ex- 
penses were $4 million. This act authorizes appropriations 
to reimburse CCC. 



$480 MILLION INCREASE IN 
ACCOUNTS AND NOTES RECEIVABLE 

Accounts and notes receivable at June 30, 1972, totaled 
almost $4 billion, compared with $3.5 billion a year earlier. 
These receivables represent over half of CCC's total assets. 
Of the receivables at June 30, 1972, $3.3 billion pertained 
to CCC's financing of commercial exports of agricultural 
commodities under Public Law 480 and under its export credit 
sales program. A summary showing activity under the two* 
programs during fiscal year 1972 follows. 

1972 fiscal year 
Balance activity. Balance 

June 30, Financing Collec- Net June 30', 
1971 by CCC tions increase 1972 

(millions) 

Public 
Law 480 $2,269.1 $576.6 $115.8 $460.8 ' $2,729:‘9 

Export 
credit 
sales 489.0 392.7 299.8 92.9 581.9 

Total $2,758.1 $969.3 $415.6 $553.7 $3,311.8 
L 

Under Public Law 480 CCC,finances agricultural exports 
through long-term credit agreements with foreign governments 
and foreign trade entities. Repayments are to be made peri- 
odically in dollars over periods not to exceed 40 years. 

The accounting treatment for Public Law 480 receivables 
is explained in note E to the financial statements. (See 
p. 29.) As stated in the note, past-due installments on 
principal and interest at June 30, 1972, totaled $6.6 mil- 
lion. The most significant delinquencies were (1) $1.2 mil- 
lion due from the Dominican Republic, whose debt was 
$49.1 million, (2) $3.8 mill ion due from Chile, whose debt 
was $46.2 million, and (3) $447,000 due from Bolivia, whose 
debt was $21.4 million. In July and August 1972, CCC col- 
lected $898,000 on delinquent accounts, but none of this 
pertained to these three debts. 



During the year, the Arab Republic of Egypt was $5 mil- 
lion in arrears on principal and interest. This amount, 
however, was consolidated by agreement into a separate debt 
for installment repayments with interest to 1978. The bal- 
ance of the original credit-- $11.4 million--was to be repaid 
in installments to 1986 in accordance with existing con- 
tracts. 

A summary showing the net activity in the Public Law 480 
accounts during fiscal year 1972 and the balances due from 
the debtors at June 30,-1971 and 1972, follows. 

Foreign governments: 
Indonesia 
India 
Korea 
Yugoslavia 
Israel 
Pakistan 
Brazil 
Morocco 
Turkey 
Ceylon 
Tunisia 
Philippines 
Dominican Republic 
Chile 
Colombia 
Zaire 
Ghana 
China (Taiwan) 
Bolivia 
Uruwv 
Guinea 
Egypt 
Afghanistan 
Greece 
Lebanon 
Ecuador 
Other 

Foreign trade entities 

Total 

Balance Net increase Balance 
June 30, 1971 or decrease (-1 June 30, 1972 

$ 445.7 
398.8 
161.0 
206.0 
150.9 
135.0 
120.3 

51.1 
64.7 
43.2 
47.3 
32.2 
38.7 
45.7 
30.2 
29.8 
22.f 
26.0 
17.6 
19.6 
15.2 
16.3 
11.6 
15.1 

5.4 
6.8 

76.8 

$ 97.8 
25.1 

115.0 
5.8 

45.4 
49.1 
-5.0 
22.4 
-1.8 
18.2 
12.4 
17.8 
10.4 

.5 
3.6 

6.0 
-1.9 

-1':: 
4.8 

.4 
5.0 

-1.1 
5.8 
3.9 
7.7 

2,233.l 450.1 
36.0 10.7 

$2,269.1 $460.8 

$ 543.5 
423.9 
276.0 
211.8 
196.3 
184.1 
115.3 

73.5 
62.9 
61.4 
59.7 
50.0 
49.1 
46.2 
33.8 
29.8 

- T8.1 
24.1 
21.4 
18.6 
20.0 
16.7 
16.6 
14.0 
11.2 
10.7 
84.5 

2,683.2 
46.7 

$2,729.9 
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Under its export credit sales program, CCC finances 
purchases of agricultural commodities by foreign importers 
on a deferred-payment basis for periods up to 36 months. 
Repayments are to be made under an irrevocable letter of 
credit issued in favor of CCC by a bank acceptable to CCC. 
The following table shows the amounts financed by CCC in 
fiscal year 1972 by commodity. 

Amount 
(millions) 

Commodities: 
Wheat 
Cotton 
Vegetable oils 
Corn 
Tobacco 
Barley 
Rice 
Other 

$114.6 
79.0 
47.9 
42.0 
41.9 
16.4 
13.5 
15.6 

370.9 

Capitalization of 
past-due inter- 
est on debt of 
Arab Republic 
of Egypt 21.8 

Total $392.7 

The $21.8 million shown in the preceding table repre- 
sents unpaid interest on a $63 million past-due balance 
owed CCC by the Arab Republic of Egypt as of January 1, 
1972. The consolidated amount of $84.8 million was sched- 
uled for installment repayments with interest to October 
1976. By June 30, 1972, the balance was reduced to $84 mil- 
lion by a $11.7 million repayment offset by $10.9 million in 
new financing of exports. By September 30, 1972, CCC had 
collected $24.5 million, including $1.2 million of interest, 
on the consolidated debt. 



The following table shows the $581.9 million balance of 
receivables under the CCC export credit sales program at 
June 30, 1972, according to country of the importer. 

Amount 
(millions) 

Korea 
Egypt 
Philippines 
Yugoslavia 
Poland 
Romania 
Morocco 
Peru 
Iran 
Greece 
Tunisia 
Thailand 
Other 

$ 84.8 
84.0 
64.9 
58.3 
46.7 
42.4 
33.9 
31.1 
30.1 
27.7 
11.3 
10.1 
56.6 

Total $581.9 
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CHAPTER 5 

SCOPE 

Our audit consisted of two major phases: (1) an exam- 
ination of CCC"s financial statements as of June 30, 1972, 
modified as required by circumstances (see below), and (2) a 
review of how CCC carried out selected commodity programs 
and activities, including the controls for safeguarding 
CCC's assets and protecting the Government's interests. 

Our examination was performed at the headquarters office 
in Washington; the commodity offices in Kansas City and New 
Orleans; and the data processing center in Kansas City. We 
reviewed and appraised audit work of the Office of the In- 
spector General, Department of Agriculture. Where appro- 
priate, we relied on this work and modified the scope of 
our audit, 

EXAMINATION OF CCC FINANCIAL STATEMENTS 

Our examination of CCC's financial statements was di- 
rected primarily toward arriving at a conclusion as to their 
reliability and usefulness for disclosing financial informa- 
tion concerning CCC's affairs. The examination, except as 
noted below, was made in accordance with generally accepted 
auditing standards and included such tests of the accounting 
records andsuch other auditing procedures as we considered 
practicable and reasonable in view of the effectiveness of 
CCC's internal control and the audit work of the Office of 
the Inspector General. 

In view of the unique character and vast scope of CCC's 
operations --particularly commodity inventories and loan 
collateral --it was not practicable for us to perform all the 
examination and verification steps which would be necessary 
to reach an independent, overall opinion concerning the ac- 
curacy and fairness of the financial statements in presenting 
the financial position of CCC at June 30, 1972, and the re- 
sults of its operations for the year then ended. 

The principal step omitted was an independent verifica- 
tion of CCC-owned commodities and of commodities stored as 
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collateral for loans. Such work would have been not only 
costly but also extremely difficult because of such factors 
as the great number and diversity of storage facilities and 
locations; the general impracticability of determining by 
independent confirmation, inspection, or other means the 
quantity and condition of grain stored in,public warehouses 
on a commingled basis or stored on farms; and the large 
quantities of commodit%es in transit. 

Periodically the Agricultural Marketing Service, Depart- 
ment of Agriculture, physically examines CCC commodity in- 
ventories and collateral stored in commercial warehouses 
to verify the quantity and quality of these commodities. 
During fiscal year 1972, Service examinations covered 10,000 
warehouses storing grain;cotton, and other agricultural 
commodities. This number included 1,900 warehouses examined 
by States under cooperative agreements. On the average the 
warehouses There examined twice during the year. 

We did not verify the reasonableness of CCC's substan- 
tial allowances for losses on disposition of price-support 
inventories and loans. The allowances are based on estimates 
which are not susceptible to audit verification. For example, 
the amounts that CCC realizes on disposit,ion of its commodity 
inventories depend on a,number of complicated and inter- 
related factors, such as changes in domestic and worldwide 
supply and d&and, various legislative Festrictions on dis- 
posal of commodities, time and manner of‘ disposal,* and ef- 
fect of commodity dispositions on domestic and world prices. 
For these reasons the actual losses can differ materially 
from the amounts estimated by CCC even though the procedures 
followed in computing the allowances indicate that the esti- 
mates are reasonable in the light of the information avail- 
able when they are prepared. 
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CHAPTER6 

OPINION ON CCC FINANCIAL STATEMENTS 

The financial statements--Comparative Statement of Fi- 
nancial Condition (sch. 11, Comparative Statement of Income 
and Expense (sch. 21, Analysis of Deficit (sch. 31, and 
Statement of Source and Application of Funds*(sch. 4)--and 
the notes to financial statements are the same as those 
published in the Commodity Credit Corporation's Report of 
Financial Condition and Operations as of June 30, 1972. 

CCC's loss from operations does not include CCC spe- 
cial activities costs, which CCC pays from appropriated 
funds received in advance of expenditures or as reimburse- 
ments for financing extended. Comments on these costs, 
which CCC accounts for separately, begin on page 13. 

For the reasons explained under "Examination of CCC 
Financial Statements" (see p. 201, we cannot express an 
opinion that CCC's financial statements (schs. 1, 2, 3, and 
4) present fairly its financial position at June 30, 1972, 
and the results of its operations for the year then ended. 
We believe, however, that CCC's accounting methods provide 
a generally satisfactory record of its financial transac- 
tions and that its financial reporting system is, in gen- 
eral, adequate to supply CCC's management with information 
for conducting its affairs. 
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SCHEDULE 1 

COMMODITY CREDIT CORPORATION 

COMPARATIVE STATEMENT OF FINANCIAL CONDITION 

JUNE 30, 1972 AND 1971 

ASSETS 

CASH 

LOAN PROGRAMS: 
Commodity bet) (note B) 
Storage facility and equipsbent 

June 30, 1972 

$ 147,605,846 

2,272,647,708 
196,819,301 

June 30, 1971 

$ 150,902,222 

1,842,217,930 
139,322,397 

MAN'IU SECRETARYOF AGRICULTURE FOR RURAL ENVIRON- 
MENTAL ASSISTANCE PROGRAM 

COMMODITY INVENTORIES (net) (notes A and B) 

ACCOUNTS AND NOTES RECEIVABLE bet) (note C) 

ACCRUED INTEREST RECEIVABLE 

FIXED ASSETS (net) 

OTHERASSBTS (net) 

TOTAL ASSETS 

LIABILITIES 

947,779,158 

3,964,837,518 

36,962,775 

7,853,587 

27.878.183 

$ 7.602.384.076 

27,200,OOO 

1,088,561,722 

3,484,507,612 

52,220,922 

11,542,713 

23,363.113 

$ 6.819.838.631 

ACCOUNTS PAYABLE 

ACCRUED INTEREST ON U.S. TREASURY BORPOWINGS 

ACCRUED LIABILITIES 

TRUST AND DEPOSIT LIABILITIES 

DEFERRED CREDIT FOR P.L. 480 RECEIVABLES-- 

$ 218,459,077 $ 227,575,515 

256,103,884 364,529,184 

84,782,418 102,926,938 

368,139,222 170,769,393 

2,269,154,961 

17,659,844 

3.152.615.835 

CREDIT SALES FOR LKXLARS (note E) 2,729,934,390 

OTHER LIABILITIES 17.459.416 

TOTAL LIABILITIES 3.674.878.407 

INVESTMENT OF U.S. GOVERNMENT 

BORROWiNGS FROM U.S. TREASURY (note F) 11,501,009,577 

CAPITAL STOCK 100.000.000 

11,601,009,577 

Less deficit (schedule 3) 7.673.503.908 

TOTALINVES'I!ME%TOFU.S.GOVERNMENT 3.927.505.669 

TOTAL LIABILITIES AND INVESTMENT OF U.S. GOVERNMENT $ 7.602.384.076 

The hotes following schedule 4'are an integral part of this statement. 

The General Accounting Office opinion on this statement is included in chapter 6. 

11,977,236,802 

100.000.000 

12,077,236,802 

8.410.014.006 

3.667.222.796 

$ 6.819.838.631 
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SCHEDULE 2 

C 0 M II .I' I) I T ' CREDIT CORPORATION 

CGMPARATIVD STATEMENT OF INCOME AND EXPENSE 

FISCAL YEARS 1972 AND 1971 

~ALIZED GAINS AND LOSSES--PRGGiurll~ 
Commodity inventor) operations (note N): 

Sales of commodities 
cost "f sales 

$ 798,881,998 
796.591.854 

$1,801,341,425 
1.681.361.586 

Net paid-1 on sales -2,290,144 -119,979,839 

Cost of commodities donated 267.9?4,044 
Storage and handling expense 

240,817,177 
121,298,621 

Transportation expense 
133,754,760 

67.222.833 61.741.883 

Net loss on commodity inventory operations 454.205.354 316.333.981 

Set-aside payments: 
Cotton 
Feed grains 
Wlzat 

823,948,814 917,498,476 
1,053,309,271 1,503,617,279 

491.959.483 488.174.687 

Total set-aside payments 2.369.217.568 2.909.290.442 

Other program coats and recoveries: 
Reseal loan storage expense 
Export payments 
National Wool Act payments 
Loan and other charge-offs 
Research expensed-gain) 
Other program costs 
Special recoveries authorized: 

National Wool Act 
Research expenses 

78.721,613 110,126,017 
116,934,219 176,092,474 
112,766,757 71.913,507 

82,427,240 54,108,346 
-55,934 39,646 

26,889,358 11,018,517 

-112,766,757 -71,913,506 
55,934 -39.646 

Net other program costs and recoveries 

Net realized loss-program 

304.972.430 

3.126.395.352 

351.345.35s 

3.576.969.770 

INCOME AND EXPENSE--GENERAL: 
Income: 

Interest on loans 71,421,454 79,417,598 
Other interest income 49,087,974 45,112,549 
Other income 52.938 784.742 

Total income 120.562.366 125.314.889 

Expense: 
Interest expense 
General overhead expense (net) (note 0) 
Other expense 

374,582,009 544,660,218 
74,157,206 60,860,294 

836.701 776.622 

Total expanse 

Net expense--general 

TOTAL REALIZED LOSS 

449.575.916 606.297.134 

329.013.550 480.982.245 

3.457.408.902 4.057.952.023 

ADJlJSRiENTS (-GAINS) OF ALLOWANCES FOR LOSSES--PROGRAM: 
Allowance for losses on loans 
Allowance for losses on commodity inventories 
Allowance for losses on accounts and notes receivable 

- -3,207,OOO -18,014,OOO 
22,999,ooo 42,697,OOO 

-380.000 889.000 

Net adjustment of allowances for losses-- 
piT0gE?Jtl 19.412.000 25.572.000 

NET LOSS'TRANSFERRED TO DEFICIT (schedule 3) $3.476.820.902 $4.083.524.023 

Fiscal FiSCSl 
year 1972 year 1971 

The notes foilowing schedule 4 are an integral part of this statement. 

The General Accounting Office opinion on this statement is included in chapter 6. 
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SCHEDULE 3 

COMMODITY CREDIT CORPORATION 

ANALYSIS OF DEFICIT 

FROM INCEPTION IN 1933 TO JUNE 30, 1972 

TOTAL REALIZED LOSS EXCLUSIVE OF COST OF 
WARTIME CONSUMER SUBSIDY PROGRAM 

COST OF WARTIME CONSUMER SUBSIDY PROGRAM 

ALLOWANCES FOR LOSSES--PROCRAM 

NET OPERATING LOSS 

LESS : 
Reimbursement for net realized loss 

(15 U.S.C. 713a) 
Appropriation for the postwar price 

support of agriculture (60 Stat. 8) 
Loss recwered under the Foreign Aid 

Act of 1947 (22 U.S.C. 1411) 
Recovery of emergency feed program 

losses (69 Stat. 62) 

Net deficit (schedule 1) 

% epresents adjustment of allowances for 
losses. 

b Comprised of the following: 
Unrestored realized losses by fiscal 

year: 
1971 
1972 

Allowances for losses, June 30, 1972 

Net deficit, June 30, 1972 

Cumulative to Fiscal year Cumulative to 
June 30, 1971 1972 June 30, 1972 

$46.368,503,998 

2.102.281.073 

48,470,785,071 

138.731,OOO 

48,609,516.071 

39,601,346,834 

500,000,000 

56,239,432 

41.915,799 

40.199,502.065 

$ 8,410,014,006 - 

$ 4,057,952,006 
3,457,408,902 

7,515,360,908 

158,143.OOO 

S 7,673,503.908 

53,457.400,902 

3,457,400,902 

19,412,oooa 

3.476,820,902 

4,213,331,000 

4,213,331.000 

$ -736,510,098 

$49,825,912,900 

2.102,281,073 

51,928,193,973 

158,143,OOO 

52,086,336.973 

43.014,677,834 

500,000,000 

56,239,432 

41,915,799 

44.412,833,065 

$ 7,673,503.90Sb 

The notes following schedule 4 are an integral part of this statement. 

The General Accounting Office opinion on this statement is included in chapter 6. 
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SCHEDULE 4 

COMMODITY CRZDLT CORPORATION 

STATEMENT OF SOURCE AND APPLICATION OF FUNDS 

FISCAL YEAR 1972 

FUNDS PROVIDED: 
Borrowings from U.S. Treasury 
Reimbursement for realized losses by appropria- 

$ 6,422,306,159 

tions 
Sales of commodities 
Inventory settlements for differences in grade, 

4,213,331,000 
798,881,998 

location, and quantity (net> 
Proceeds of domestic wheat marketing certificates 
Repayment of loans by producers 
Repayment of loans by Secretary of Agriculture 
Interest income 
Other 
Decrease in working capital items 

3,787,604 
392,571,678 

2,077,874,203 
62,200,OOO 

120,509,428 
3,157,965 

56,352,120 

Total funds provided $14,150,972,155 --- 

FUNDS APPLIED: 
Repayment of borrowings from U.S. Treasury 
Cost of cormnodities purchased 
Acquisitions of loan collateral in excess of 

$ 6,898,533,385 
766,457,516 

value of loans defaulted 
Storage, transportation, and processing expenses 
Loans to producers 
Reseal loan storage expense 
Loan to Secretary of Agriculture 
Export payments 
Payments under the cotton, feed grain, and wheat 

23,034,790 
188,995,497 

2,801,113,596 
78,721,613 
35,000,000 

116,934,219 

programs 2,761,789,246 
Interest expense 374,582,009 
State and county office expenses 33,103,000 
Custodian and agency expenses 366,284 
Administrative expenses 39,960,636 
Purchases of nonexpendable equipment 515,682 
Other 31,864,682 

Total funds applied $14,150,972,155 __- 

The notes following schedule 4 are an integral part of this statement. 

The General Accounting Office opinion on this financial statement is 
included in chapter 6. 
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COMMODITY CREDIT CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 1972 

A. Commodity inventories 

Inventories are valued at acquisition cost plus the cost 
of any packaging or processing performed after acquisi- 
tion. The amount of cost allocated to dispositions of 
commodities, acquired under price-support programs and 
generally stored without lot or crop year segregation, 
is computed on the basis of national average unit cost 
of the oldest crop year of the commodities for which any 
quantity remains in the inventory accounts. Cost al- 
located to other dispositions from price-support inven- 
tories is computed on the basis of actual lot cost or 
average unit cost for the crop year inventory from which 
the specific lots were removed. 
age cost, without regard to crop 
costing dispositions from supply 
program inventories. 

Actual lot cost or aver- 
year, is the basis for 
and commodity export 

3. Allowances for losses on loans and inventories 

Allowances for losses on commodity loans and commodity 
inventories are the estimated loss on ultimate commodity 
dispositions. To the extent practicable, these estimates 
are based on estimated recoveries from foreseeable dis- 
positions of the commodities. Estimated recoveries for 
commodities which are in excess of foreseeable disposi- 
tions are generally based on the lowest of cost, market 
price, or the Corporation's price for export sales. Al- 
lowances are not established for commodities in the supply 
and commodity export program inventories because they are 
usually acquired pursuant to commitments providing for 
disposition on a basis calculated to recover full costs 
to the Corporation. 

At June 30, 1972, the estimated allowances for losses 
amounted to $4,711,000 on loans and $142,316,000 on in- 
ventories. At June 30, 1971, allowances for losses 
amounted to $7,918,000 on loans and $119,317,000 on in- 
ventories. 
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C. Allowances for losses on accounts and notes receivable 

Allowances for losses on accounts and notes receivable 
are based on the estimated recovery value of the respec- 
tive assets, At June 30, 1972, allowances on these as- 
sets totaled $6,116,000 and at June 30, 1971, amounted 
to $6,496,000. 

No allowance has been provided for possible losses on 
dollar credit sales under the Agricultural Trade Develop- 
ment and Assistance Act of 1954, P.L. 83-480, because the 
full amounts of the receivables will be recovered from 
appropriations. (See note E.) 

D. Allowance for losses on investments 

Under the Corporation's Export Credit Sales Program let- 
ters of credit were received which were issued by the New 
York Branch of Intra Bank, S.A.L., Beirut, Lebanon, 
amounting to about $21.8 million. This bank ceased opera- 
tions October 15, 1966. CCC and the three other major 
creditors of Intra Bank (the Governments of Lebanon, 
Kuwait, and Qatar) entered into an agreement for the 
settlement of claims of CCC and other creditors against 
Intra Bank. The agreement provided, among other things9 
that CCC would be an organizing stockholder in a new in- 
vestment corporation to be established under Lebanese law. 
The assets and liabilities of Intra Bank S.A.L. were 
transferred to two newly created entities which succeeded 
Intra Bank--1ntra Investment Company, S.A.L. and Bank 
Almashrek, S.A,L. The amount of the account receivable 
and the interest thereon was transferred to an investment 
account representing the Corporation's investment in 
Intra Investment Company, S.A.L. and Bank Almashrek, S.A.L. 

The agreement by its terms does not prevent CCC from pur- 
suing its rights under United States law with respect to 
assets of Intra Bank in the United States. The Corpora- 
tion has recovered a substantial amount on its claim from 
the liquidation of assets of Intra Bank in New York. As 
of June 30, 1972, $9.7 million had been recovered and 
credited to the investment account to reduce the cost of 
the Corporation's investment. Although there is insuf- 
ficient financial information available to make a specific 
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determination as to the present value of the investment, 
an estimate of $5 million has been established as an al- 
lowance for loss on the investment. This allowance is 
based on the relationship between the recoveries and an- 
ticipated future recoveries, and the stated value of 
stock in the Intra Investment Company and Bank Almashrek 
which have been allocated to CCC. 

E. Receivables for Public Law 83-480, credit sales 
for dollars 

The amounts due for financing, under long term credit ar- 
rangements, deliveries of agricultural commodities and 
products thereof under agreements entered into with foreign 
governments and private trade entities pursuant to P.L. 
83-480 are carried on the Corporation's books as receiv- 
ables. Accrued interest is added on June 30 each year. 
The principal amounts financed during the fiscal year less 
amounts of principal and interest installments collected 
is recovered from annual appropriations made by Congress 
for P.L. 480 programs. Therefore, the total amount of the 
long-term credit receivables is offset by a deferred credit 
account. As of June 30, 1972, past-due installments of 
principal and interest on receivables due from foreign 
governments amounted to about $6,573,000. Of this amount 
$898,000 was paid during July and August 1972. 

F. Borrowing authority 

CCC operations are financed largely by borrowings from the 
U.S. Treasury, under its statutory borrowing authorization 
of $14,5 billion, this amount being the limit on borrowings 
that may be outstanding at any one time. As of June 30, 
1972, CCC's actual borrowings from the Treasury amounted to 
$11,501,009,577. This left a statutory borrowing authority 
available of $2,998,990,423. 

G. Liability for payments under 1972 set-aside programs for 
feed grains, wheat, and upland cotton 

Pursuant to legislation applicable to 1972 crops, the Cor- 
poration will make set-aside payments to producers of feed 
grains, wheat, and upland cotton. Preliminary payments 
under these programs were not due until after July 1, 1972, 
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and the amounts cannot be determined until compliance 
with the terms of the program has been accomplished and 
verified. Additional amounts may be payable under these 
programs dependent on the relationship of national aver- 
age market prices for the first five months of the mar- 
keting year and the final rates of payment determined in 
accordance with the legislative authorization. At 
June 30, 1972, the Corporation was contingently liable 
to make such payments in the following estimated amounts: 

(in millions) 

Feed grains $1,884 
Wheat 1,023 
Upland cotton 810 

Of the amount shown for wheat it is estimated that 
$390 million will be recovered by the sale of domestic 
wheat marketing certificates to processors. These esti- 
mated amounts are not recorded as liabilities in the ac- 
counts. 

H. Liability for payments under the 1972 extra long staple 
cotton program 

The Corporation will make payments to producers pursuant 
to legislation applicable to the 1972 crop of extra long 
staple cotton. At June 30, 1972, the Corporation was con- 
tingently liable to make such payments in an estimated 
amount of $4.9 million. Such payments were not due until 
after July 1, 1972, and the amount cannot be determined 
until compliance with the terms of the program has been 
accomplished and verified. The estimated amount is not 
recorded as a liability in the accounts. 
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I. Commitments to acquire or dispose of commodities 

J. 

Contracts to acquire commodities are not reflected in the 
accounts, but the amounts of firm contracts are considered 
as contingent liabilities. The approximate contract val- 
ues of undelivered commodities under firm contracts to 
acquire such commodities as of June 30, 1972, were as 
follows: 

Commodity Value 

Barley $ 2,500,328 
Blended food products 6,687,839 
Butter 4,851,496 
Cheese 6,608,340 
Corn products 1,381,620 
Milk, dried 19,110,530 
Peanuts, shelled 236,889 
Rolled oats 1,379,923 
Soybean oil 9,747,797 
Vegetable oil products 3,041,656 
Wheat 13,814,876 
Wheat products 32,566,422 

Total $101,927,716 

Sales commitments and other disposition commitments are 
not shown in the accounts but are considered in estab- 
lishing allowances for losses. 

Export payments 

The Corporation was contingently liable at June 30, 1972, 
to make export payments (including, in the case of wheat 
flour, refund of the value of processor certificates) on 
sales registered or declared, or export offers accepted, 
for which documents evidencing exportation had not been 
submitted, in the following approximate amounts: 

Commodity Amount 
Rice $16,481,135 
Wheat X),553,829 
Wheat flour 2,351,257 
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These contingent liabilities are not shown in the finan- 
cial statements. 

K. Letters of commitment 

Letters of commitment issued to banking institutions au- 
thorizing the banks to reimburse exporters in dollars for 
sakes of commodities made under P.L. 83-480, are not shown 
in the financial statements. As of June 30, 1972, the 
amount of outstanding letters of commitment was 
$149,749,549. 

L. Claims 

Amounts due the Corporation arising from claims that are 
definitely known or can reasonably be established are 
recorded currently as accounts receivable. On claims es- 
tablished under programs for which the Corporation will 
be reimbursed on an actual cost basis and on certain 
claims established in the maximum amount chargeable, not- 
withstanding improbability of collection, credit is de- 
ferred until actual recovery is made. This deferred 
credit is shown under "Other Liabilities". An allowance 
for losses is provided on other claims where collectiqn 
is doubtful. Amounts of claims on which adequate proof 
has not been established are not recorded as accounts 
receivable but are recorded for control purposes. It is 
estimated that such claims amounted to $6,336,018 as of 
June 30, 1972. 

Claims against the Corporation for which the amounts are 
definitely known or can reasonably be established are 
recorded as accounts payable. Amounts of claims which 
are not considered valid by the Corporation are not shown 
as accounts payable but are recorded for control purposes. 
Claims in this category were estimated at $2,659,065 as 
of June 30, 1972. 

, 

PI. Potential value of freight transit rights 

The Corporation had substantial quantities of grain and 
relatively small quantities of other commodities stored 
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N. Commodity inventory operations 

in commercial warehouses at inland locations with freight 
bills covering the inbound shipments registered for transit 
purposes under arrangements which permit use of the regis- 
tered freight bills to reduce the freight costs on out- 
bound shipments. Because of uncertainty as to when out- 
bound shipments will be made and as to the ultimate des- 
tinations it is not practicable to place a dollar value 
on the potential freight reductions to be realized from 
the registered freight bills. No value is recorded in the 
accounts for such potential savings. 

The Corporation also had cotton stored in commercial ware- 
houses at inland locations which had been shipped in by 
rail under tariffs providing for transit rights. Part of 
the costs of inbound freight on such cotton may be sub- 
ject to refund after the cotton is shipped out. The Cor- 
poration usually obtains any recoveries of cotton transit 
value in connection with sales of the cotton. Potential 
recoveries on cotton in inventory at June 30, 1972, have 
been estimated at less than $100,000. This amount is not 
recorded in the accounts. 

Cost of sales and cost of commodities donated, as shown 
in the Comparative Statement of Income and Expense, rep- 
resent the acquisition cost of the commodities plus the 
cost of any packaging or processing performed after ac- 
quisition. Storage and htidling and transportation ex- 
penses pertaining to inventories are shown separately in 
this statement. 

0. General overhead expense 

The general overhead expense for fiscal year 1972 and for 
1971 excludes $17.3 million and $16.5 million, respectively, 
of expenses financed with funds appropriated to the Agri- 
cultural Stabilization and Conservation Service (ASCS) 

Substantially all of CCC's operating expenses are paid, 
as authorized by law, from an ASCS consolidated fund ac- 
count covering operating expenses for both CCC and ASCS 
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activities. This consolidated account is funded by an 
ASCS appropriation and by transfer of CCC corporate funds 
subject to limitations specified in the annual appropria- 
tion act. The amount of operating expenses is distributed 
to CCC and ASCS activities on the basis of budgetary work- 
load statistics. 

For expenses in fiscal year 1972, CCC transferred the max- 
imum amount authorized -- $77,256,000 -- to the consoli- 
dated account. The cost distribution showed that expenses 
applicable to CCC activities amounted to $94.6 million, or 
about $17.3 million in excess of the amount contributed to 
the expense fund by CCC. 

P. Pooled payment-in-kind certificates 

Pursuant to legislation which authorized issuance of 
payment-in-kind certificates, the Corporation assisted 
producers in marketing their certificates by making cash 
advances to them for the full value of the certificates. 
The certificates were pooled and marketed from the pools 
for immediate use by the purchasers to obtain delivery 
of commodities from the Corporation's inventories. Be- 
cause the certificate payments for which advances were 
made have been recorded as expense and the amounts ad- 
vanced are not repayable, the advance and the offsetting 
obligation to redeem pooled certificates are not shown 
in the Statement of Financial Condition. At June 30, 
1972, the amount of the obligation to redeem pooled cot- 
ton and feed grain certificates was $692,294,177 and 
$8,864,242,909 respectively. The same amounts had been 
advanced. 
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APPENDIX I 

PRINCIPAL OFFICIALS OF 

THE COMMODITY CREDIT CORPORATION 

DEPARTMENT OF AGRICULTURE 

DURING FISCAL YEAR 1972 

Tenure of office 
From To - 

BGARD OF DIRECTORS 

Clifford M. Hardin (Secretary of 
Agriculture) 

Earl L. Butz (Secretary of Agri- 
culture) 

J. Phil Campbell (Under Secretary 
of Agriculture) 

Clarence D. Palmby (Assistant Sec- 
retary of Agriculture) 

Carroll G.‘ Brunthaver (Assistant 
Secretary of Agriculture 

Richard E. Lyng (Assistant Se& 
retary of Agriculture) 

Thomas K. Cowden (Assistant Sec- 
retary of Agriculture) ? 

Kenneth E. Frick (Administra- 
tor, Agricultural Stabili- 
zation and Conservation Serv- 
ice) 

Don Paarlberg (Director, Agri- 
cultural Economics) 

Jan. 1969 

Dec. 1971 

Jan. 1969 

Jan. 1969 

June 1972 

Mar. 1969 

Sept.1969 

Apr. 1969 

Mar. 1969 

OFFICERS (note a) 

PRESIDENT: 
Clarence D. Palmby (Assistant 

Secretary of Agriculture) Jan. 1969 

Nov. 1971 

Present 

Present 

June 1972 

Present 

Present 

Present 

Present 

Present 
P 

June 1972 
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APPENDIX I 

Tenure of office 
From To - 

OFFICERS (note a> (continued) 

PRESIDENT (continued): 
Carroll G. Brunthaver (As- 

sistant Secretary of Agri- 
culture) June 1972 

EXECUTIVE VICE PRESIDENT: 
Kenneth E. Frick (Adminis- 

trator, Agricultural Sta- 
bilization and Conservation 
Service) Mar. 1969 

VICE PRESIDENTS: 
Raymond A. Ioanes (Adminis- 

trator, Foreign Agricul- 
tural Service) Apr. 1962 

Clayton Yeutter (Adminis- 
trator, Consumer and Mar- 
keting Service) Oct. '1970 

George R. Grange (Acting Ad- 
ministrator, Consumer and 
Marketing Service--renamed 
Agricultural Marketing Serv- 
,ice) 

Ervin L. Peterson (Adminis- 
trator, Agricultural Mar- 
keting Service) 

Edward J. Hekman (Adminis- 
trator, Food and Nutrition 
Service) 

= Carroll G. Brunthaver (Asso- 
ciate Administrator, Agri- 
cultural Stabilization and 
Conservation Service 

P 

Jan. 1972 

June 1972 

July 1970 

Feb. 1969 

Present 

Present 

Present 

Jan. 1972 

June 1972 

Present 

Present 

June 1972 

36 



APPENDIX I 

Tenure of office 
From To - 

OFFICERS (note a> (continued) 

VICE PRESIDENTS (continued): 
Clifford G. Pulvermacher &en- 

era1 Sales Manager, Export 
Marketing Service) Apr. 1969 June 1972 

aCCC officers are designated according to their positions in 
the Department. 

37 



Copies of this report are available from the 
U. S. General Accounting Office, Room 6417, 
441 G Street, N W., Washington, D .C., 20548. 

Copies are provided without charge to Mem- 
bers of Congress, congress iona I committee 
staff members, Government officials, members 
of the press, college libraries, faculty mem- 
bers and students. The price to the general 
public is $1.00 a copy. Orders should be ac- 
companied by cash or check. 




