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rre Secretery of Agricultures \
asr ¥re fecretary:

oPorence 15 mede to lettar dated Dotober 21, 1943, from the

sytment of Agriculture, nitice of Fuiget and Finance, forwerding

Asim of the Pedersl Compreas & Varehouse CompRny, LonweY,

kansss, 1n the sum of #10.50 of whieh (1) $5425 represents awounts

cted by the Departeent of dgriculture, surplus Yarketing

prictration (formerly the Taderal Torplus Commodities Corporation),

moking paymert for the storage of cottan, under Federsl fursplus

modities Corporation Coiton Progrem g~ls, with respeclt to which

sisiment billed the curpius Yarketing Aceministration 2t the rate

0s15 per bale per zonth but was paid 2t the rate of #0,12% per

le per month &8 previded in & conbract between the cleimant and

Commodity Uredit Corporation from whom the cotton wes obtalined
- the Surplus Merketing Admlnistration while still in storsge, 2nd

) #5425 mpmsenta en smownt alleped to be due for wixipping by
nurmter:

*nere 1s enclosed herewith & vopy of decision of today to

the claimante
fespectiully,

o e,

Agplstant Cnmptrolier flenerel
of the United “tetes,
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um 1 ses

ederal lompress & Warehouse Company,
e/0 Yrank Ce Bmd(s, ilell‘B,

There has been considered your claim in the sum of 10,50 of
wich (1) 25,25 represents ampunts ceducted by the {epartaent of
griculture, Surplus Marketlng Adminletration {(forssrly the receral
Surplus Commodities Corporetion), in making payment for the storage
of cotton, under Federal Jurplus Comnoditlies Corporation Gotten Pro-
gran (12, with respect to whigh you billed the Surplus Markeilng
Administretion at the rate of “2,15 per bale per month but were pald
at the rate of 0,124 per bale per month as proviced in & contract
between you and the Commedity Credit Corporation from which the
cotton was obiained by the Surplus darketing Administration while
st11l in storage, and (2) 5,25 reoresents an amount alleged to be

due for "Shipping by tag numbers."

 7hg record shows that in the latter part of 1940 you oresented
a claim in the sum of 51,465.70 involving the same eontract. Sinee
the items invelwed in that clain--cisallowmd on January &, 1941, by
the Clains ~ivision of the Ceneral Accounting Office—-are similar
to those re=presented by the amount now claimed and, inssmuch &e you
previously have not made any other form of requost for a review of
the Jarger claim, it is assumad that you desire this office to
consicder the sllegailons presented in support of the larper claim
along with the statements accomparying the present claim. |

' 7hare was received with your claim in the sum of ¥1,465.70 a |
copy of a letter dated Septamber 27, 1940, from the Hatlonal Cotten ;
crupress and Cotton arehouse Lssogiation, in pertinent part, 43 ‘

i “Thiscontrm'usmdowowootmmthadmnm}and
 for a congidersbls length of time and which was expected to re-

. main on hand for & eongiderable length of time without any active
services. lurthermore, thére was not involved any of the expsnsive
handiings an’ re-handlings required when cotion is shipped a&nd
formarded to specifie destinations in small lots.

"here is ahsolutely uo comparison in the storsge of the two
types of cotton. Loan cobton whieh is handled for the Commodity




es high and remains in storsge & sufficient length of time to
mit & marehouss to obtsin & suitable revenue on the iluw rates
_granted the Corporation, Further, the attractive rates which the
houses have given the Usrporatlon are predisated upon volums
nd 1o induce volume.

Mot one of the governing factors in econnsction with the
tractive rates granted the Comsodity Uredit Lorporation obtains
n connection with the F. 5. C. (¢ Their purchasss muat be stored
n the head with suttable aisles so as to enabla the warehouseman
ship the cotton at any time and apparently all ¥, 5. 0. Co ghip=-
nte are rush shipments. Further, the Iy 8¢ Je Co i8 not ina
yion to give any warshoussman any tusiness,-either & large or a

volums, and certainly they could not elaim preferential rates
he vasis of length of storage.

. "Hy reason of the conditlons under which Lhe contract with the
soemodity Credit Cowporation was acceptied, the warshousemen iralsted
obtained an amendment to the contract which provided that its
e would not be aoplicable to subsequant owners of the cotton
xoapt for & perisd of 15 days after release thereof by the Commodity
edit Corporation. A copy of one of the contracts signed generally
the warshousemen is sttached hersio and marked txidblt 'A's  Your
sarticular attention is called to item 2 of this eontract which pro-

des thais

: ®1The provisions of this contract shall acerue to the beneiit
s the holders of the warghouse receipt represeniing cotton released
rom the loan or sold by the corporation for a period sxtending from
he effective date hereof to 15 days from the date of release of

warehouss receipt by the eorporationy provided, the Corperation
rks such warehouse receipt to show the date of such release.’

*By the terms of this provision, the sile of cotton by the
odity Credit Corporution to the Fs 5. C. Ce would entitle the
er to the terms of the coniradt for & paried of 15 days afier
lease of the warchouse receipts to the ¥, S, ©, Co Jhereafter,
he charces would be predieatad upon the warehousesan’s general
riff of charges for the handling of cotton.®

. In soprert of your present claim, there was submitted sm your
uhlzf_l a statement daited Uctober 16, 1943, signed by your attorney,
3 follows:

"This wvoucher raises a qusstion uhat is substantially ibe sase
bas besn presented in commection with numerous other vouchers
sented to the Uovernment for nayment. It involves & determination
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of the correct charges that should be paid to Federsl Compreass and
reh-use Company for storing and mandling of cotton for the Federal
urplus Comodities Corporation,

";ederal Comoress ané Warehcuse Company iz & Delawmre Corporation,
pavinz 1ts Generel Offices in #smphim, Tennessee and operating at
Conway, Airkansis, among other places, a cotion comprass and cotton
warshouse business. The company is llicsnsed and bonded under the
mited States Warshouse Act and being so licensed and bonded 1s sub-

ot te the rules and regulations of the United States #arehouse
ict administration setting forth and prescribing what shall be shown
in whe receipts issued io depositers of cotton. Ameng cther things,
. 1a required to show on the face of its warehouse receipt the
ount of its charges for smiorage. The receipis issued by the company
ire negotiable and iitle passes by delivery of these recelpts. The
harges of the company for the wvaricus services perfomed are oublished
tariffs which are kept on file at, among other places, the offices
sach of its establishments und which are furnished to all nersons
rested in the atoring and warehousing of cotton. IThe tofal
anount of thie voacher is $10,50 of which £5.25 represents & claim
T storage and 5.25 represeats & service rendered in connection
th the shioping of cotton which is called 'shipning by tag muwber
or marking orbranding:* It is concaded by all concarned that
8 sum of $10.50 is due and owing the company if Federal Surplus
wmoditles Corooraiion is to bs charged the regular tariff rates of

*The receipts covaring the particulsr tmles of cotion read in
part as follows: 'the undersigned warchouseman claims a lien on said
tton for charges and liabilities as follows: "Receiving, tageing,
ghing, sampling, including insurance and first month's storage

$. Storage and insumnce sach additioral monih or fmetional part

4 and other chargés &z per publighed tariff.® The asplicable tariff
the company provides in part as follows:

eceiving flat or compressed cotton from railrosds, trucks or wagons,
8gging, insurance againat demage or loss by fire (weighing and
sampling oo arrival, if desired) including first months storage
Per bale 15¢
orage and Insurance each additional month or
iructi-nal pert thereof 154
Shipping by tag mumbers and/or marking sand branding 54 1

- "Shen the company sent in its statemeni for the services rendersd
1led Fedaral Surplue Commodities Corporation for storage at
er bale per month and for shivping by tag mumbers, 5§ per bale.
1S sum Federal Surplus Commoditles Corporation refused to pay, but
d nay the remainder of the invoice and paid the storage ab the rats
123¢ per bale per month., The nurpase of tidis voucher ls to collset




. ®am it is acmitted that the services were received and that
anount billed are the corrent tariff charges there would seem

. be no question but what the amount of the voucher should be

d. It is our undersianding, however, that a coniract between

& conpany and Commodity Uredit Corporation is relied upon o

tify the refusal to pay these charges. We will therefore dis~

- this eontrach.

wPrior to the time the transaction covered by this voucher cccured,
_company had sntered into a special eontract with Commodi ty
vodi t Corporation which provided in part as follows:

¥hervas the warehouse company (iederal Compress and éiarehouse Company)
- in storage, at seid warehouss plant, certain cotton owned by the
srporation (Commodity Credit Corporetion) or pledged to secure

JORNIBssvsnsnnere
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1. For the period the cotion Is in SLoTagR.c......ths charge
_gtorage and insurance on all cotton ownad by the Corporation
pledged a8 security for loanBessees3ball Do 12%! ner bale per

th or fraction thereof.........No charge shall be made for storage
randling of samples, ranging cotbon or plcking out by tag nuaber,
elivery or loading on trucks or into cars for shipment.' it

on the basis of the above guoted language however, that payment

the amount set forth in this voucher iz refused. There exists no
clal contrect of any sort between the warehouse company and Federal
rolug Commodities ‘Corpormtions As the whole matier will stand or
“apon the decisien reachked on the siorage reies, we will, to save
feation and repetition, dlscuss only the storage question.

“*Commodi ty Credit Corporation is a corporation organised and
sting under the laws of the State of lelaware, the incorporators
which were Henry i. Wallace, Henry Norganthaw, Jr. and Oucar
imston. 4mong other things ihe Commodity Credit Corporation was
hartered to buy, sell and lend money on cotton. One of the specific
jacte and ourposes for which the corporation was created ms 'To
tar into, make, perfors ani carry out contracts of every kind and
scription for any lawful purpose without limii ss to amount, with

Y person, ‘firm, association, corpgration, mnicipality, eounty,

ite, body politle, verritery or government or colony or dependency
of.! 1t wag in comnection with the buying and selling and making
loand on cotton that it entersd into the contréct, part of which
quoted above., [n this comection we call attention 4o the fact
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ihat the last clause of the contract reads in part as follows:

i witness whereo! the parties hersunte have caused these nresenis

‘ba exscated in duplicate form, their names on balalf and under

r respsctive seals by the oroper gorporate officers hemunio duly
thorigedsseeass! and that e contracts were exgcuted by Commo ity
1% Corporation through its Agsigtant Treasurer and Agsistant
retarys In other words, the contract was made by the Commodity
it Corporation to fulfill the yurposes and objecta it was specifically
ted for and it executed the contract as & corporation and in the

regolar manner of any other COrporatios

svhe contention in cormection with this yoacher arises ocut of

o fact that Federal Surplus Lommocities Corporation (hereafrer

11ed F.5.0.C.) acquired the cotton involved from Commodity Credit
rporation. (hereafisr called 7.0.0.)e Intsmuch as the eontract

tioned above is relied upon, xe will have to inquire on what theory

oan be contended that FeS.C.Cs 13 entitled to the rates set forth

\‘._mt contyraet,

rCertainly there can be no contention that F.S.0.0 i & party
ihis contract for it 1s obvicus that the only two parties %o
e contract are specifically nauwed and they are Federal Compreas
Harehouse and Commodity Uredit Corporation, Therefore, before
enofits of thls contract can be claimed for FabeCels the wroponent
t yely on some other theorye 1t has been suggested we understand,
at as C.C.C. 18 an ageney oi the Uovernment that the contract is
fact a contract with the United States Joweprment, that aep F,5.0.C,
glsoc an agency of the Government the contract is in effect with
1se, This is contrary to the holdings of the Courts cited below.
aver, we believe that we can show that it 1s erronsous in other
smscts, 1n the first place, it completely disregards the fact that
. is and was & corporation crented under laws of the State of

re and was specifieally given the powars set forth above 1o
ract for iuself. Not only o make soch eontracts, but to perform
carry vhem outs If it can be said sthat this 18 not CCuCa's
react, bui one »f all governmental agencies, then longreas has
ved a nullity. Such an intention on the part of Congress eannoi
resumsd. That Uongress can ereate a governmental corparation to
rry out particular functions 18 ‘oo well supporied by descisions
our Courts o requive ciitation of anthority. 1t ie not within our
nee to inquire as to why Congress prefers to act through a new
orgtion rather than through existing governmsnial departaenis nor
 we authorized to guestion the wisdon of so doing. Once Congress
legally established and sutherized a corporation %o perform cer-
acts no one has dhe authoriiy to mullify thai action by refusing
recognise thai corpormation as guch or to say thet the actions of
- corporation ars not the actins of that corporatlion bub of soze

her branch of the Government.
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“Secondly, it overlooks the fact that under the applicable rules
law in this countyy an individuml or a corporation can selsct and
coss which agencies of the Government 1t will deal with and by
ng it or them exclude those 1t does not desire io deal with,
r instanee, in Dnited States wm. New York, C, 8 2, Co
29 Fed.(2) 827 it was coniended on & theory substantiklly as sst
ut above that the railroad would have to transport goods belonging
the Fmergency Fleet Corporation at ihe seme reduesd rates that
same railroad transportsd goods for other goverrmsntal agsncies.
 Cirenid Court of Appeals for the 6th Uirenlt in pasming on this
stlon said in part as follows:

"(888) 'Appellee cbligated itself in the equalization agreement

o accept for the tramsportation of property moved by the Quartermasters!
riment, United States irmy, United States Interior Tevartment,

or the United States Reclamatlon Service,wnd for wiich the Unibed

ten Uoverrment i3 lawfully entitled to reduced retes over land

't roads, the lowest net rates lawfully available as detived

. deductions account of land grast distances from a lawful rate

led with the Interstate Comnerce Comwission, applying from point

of origin to destination &t time of movement,*'

- *(889) 'Thus the mgreement relates solely to the nroperty of
ese snaclfied depariments, and in this aspeet is io be cons trued,
think ag exeluding all other governmental property.’ .

"'y is said for the government that, inssmuch as the Guarter—

saster General was made exclusively responsible for the transportation
povermment nroperty by the Act of 1884, the shipmenis in question

mist be regarded as having been made for the (uartermuster Gensral's
ariment, With tids we carnot agree. The Fleet Corporation, al-

ugh a govermnmental agenoy, had a distinet corporsle entity. 4is

1% wan glven enormous powers. Its officers controlied and
ged 1ts affairs, and i1 was iteself engaged in the business of transport-

g government progertys indeed, it was organized larzely for that
pose, !

"There, as here, the contract nawed specific departmeats or
neies of the Government and the Court had no diffioulty in find=
that this excluded all other governsental agencies. lertainly
n the contract names CiC.C. alone there is no way to contend that
@ else was meant other than C,0.C. iven a most CUrsCry eXamina-
of the Charier of C,0.C. shows that it is and wae ziven tremendous
Mra and thoye can be no doubt that it has & distinet cornorate
ity and falls within the quoted language. ¥ot only that, but the
contract mentioned was exscuted by ite officers and in conformi ty
h the language mentionsd above,

"o the same effect it was said in etroit, Toledo & Lronton B8R,




go. ve Unitad States 79 C. Clas. 2273

*(232) 'In the case heore before the Court it was cbviously the
ntention of the plaintiff to make its own equalization resirictive.
4 &id not enter inte the general agreement involved in the Norther
clfic case, but limited its agreement to certain tusiness, naming
By naming, in addition to the (uartermasitera' 'epartment, the
nterior lepartment and the FHeclamation Service, the intention ws
parent to snunerate specificelly the business to be covered.’

*rartainly this company did not enter into any gensral agree-
ent, tut specifically emmerated C.C.C. This enumeryation sxciudes
ny other ageney.

"Third, such & contention is entirely inconsisiant with the

tion taken upon othar cotton sequired by ¥y8.C.C. In other

wis, if ¥.5.C.0¢ 18 entitled to the rates set out in the contract

et out above, because of the theory menticned, it is entdtled to

hose rates on all cotton that comes into its possession. Not only

has it never besn contended that F.S5.C.C. is entitled to the lower

ates on cotton scquired from scurces other than Tel.Cuy 1t has

r even been contended that ¥F,5.C.C. is entitled to the contract

ta on all of the cotton acquired from C.leCe ¥o3.,0.Ce acquired

otton from CuC.Ce in two mannerss (1) It took cotton from CeleCe.

paid cash for the cotton {2) it took cotion frem C.C.C. and gave

«CeCy cotton that 1t owed in exchange. In doing business in the

econd way F.54CeCs bought cotton on the open market and then exchanged

that cotton for cotton held by C.0.C. Generally speaking the cotion

taken from C.C.C. was low-grade cotton and the cotton delivered to

C. was of better grades and staples. As the value of & bale of

otton 1a determined primarily by its grade and siaple the cotton
livered by F.5.iisCe was bale for bale worth nore than that deliversd

UeTulle The agreement betwssn the two agencies was that the cotion

wld be sxchanged on the basis of equivalent values., Jhile 1t is
80 stated in the written agreement it is our understanding that

s also agreed that there would be & monetary setilement in

» event the exchange did not come out ewsn. In other words, Yor

xample, 1f the cotton delivered by C.C.C. was worth §30 per bale

nd that delivered by FabeCaCy was worth ﬁ‘s par tale and FeSeCele

mt‘d 100 ms, Lefe{e would deliver 100 bales ($3,000 Wrth) j 1]

Colu 2and Fo5.C.0e would deliver 66 bales (§2,970 worth) to C.ilC.

Colly wulad then pay Celelis %3353. If the value of sach lot was the

e there would be no payment in cash or by check. Whether there

% such a difference or not obvicusly makes no changs in the nature

the transaction.

© ™o one has ever conbended that F.5.0.C, was entitled to the
ntract rates on that cotton for wideh it pald C.0.& entirely in
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'ﬁ" if F.58, is antitled to
oquired from C.Gul. it is entitled to those rates on all cotton
oquired fro= C.C.C. As long as the cotion comes from the sams
surce it foas not make any fifference whether the cotton is paid for
y chack, cash, other gotton and cash, other cotton only, hay or
ganuts, Thos we say it has been admitted shat F.5.C.0. is not
itled to the contract rates in any circumstance when 1{ is admitted
hat it is cot entitled to thope rates on cotton purchasad from the
vacde or from C.C.C. on the payment of money.

"{n this connection we wish to point out that both F.5.C.0. and
s evidently think they are separte corporete entitles, have

he nower o centract with others and acquire coiten in their own
neme. the vary contract or agreement that brought about the exchange
in parés ‘It is therefore agreed by and between Federal Surplus
odities Corporation and Commodity Credit Corporation as follows:'
is executed in the name of sach corporation by the appropriate
orate officer just as would bave besn done by any two ordinary
oratlons. Surely these corporations cid not think they were
otent 30 act as corpormtions because of their govermmenial functionm.
ch of them seemed to think they possesssd or could possess cotbon
‘they had the right to trade, barter or sell.

*1f the above 1z not the contention mede, we uncdersiang 1t %o
that ©a3.CeCe i3 entitled to the lower rates bDeciuse there was
ver any sale by C.CuCe t0 FuS.Cule The besis of this being that
C. never omed the cotton involved, bui that it was owned by
Government and that when the warehouse receipts were tranasferred
TZelsCe to FeB.CoCe this did rot amount to a sale becsuse it was
‘effect the Covernment taking something out of its right hand
cket and putting it in its left land pockets There are mumerous
s that prove that suck a contention ig not ienable. iirsi, this
overlooks the fact that the C.C.Cs was organized for the express

riose of acquiring, owning and selling cotion and that there was
restriction as to whom 1t could 3611 to or that the sals had o
for cash. Unlasg it iz conceded that (.C.0s can acguire title
cotton tLhen again we have the situation where Congress has crealed
mllity, Congress created this corporation for the specific purpose
taking title in the corporation name and then we find that the
ration can't do this. 7That this is contrary to the thought and
of Congreas is shown by the statutes dealing with C.C.C.e In
Uu5,Chs T13a~6 1t is saids ‘Notwithstanding any other provision
law, the C.Culw, with the approval of the President, is authorizaed
-3oll surplus agriculiural commodities, acquired by such Corporation
rough its loan operations...! Certainly Congress in enacting this
£ under the irpression that G.C.Cs could 'sell' cotion,
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: VIn 15 UeSeCeh, Th3a~7 Congress salds 'ihe C.CiC. ls authoriged
‘snd ditected to transfsr to warehouses in or near sotton mamufactur—
ing centers in New ingland not to exceed 300,000 bales of cotton
b R AL 4regfte s i tle.es! Certalnly

in enacting this Congress thought that G.U.C. eould acquire title
_ to cotton and s0 intended that it should. #itha Congressional inten-
4ion that C. C. e should cwn cotien, with a Corporaie (harier
authorizsing C.CsCe to acquire cotton and with a {ongressional confirma—
tion that C.0.C. did acquire title to the colton a position to the
contrary is at lsast difficult o meintain.

win this connection we think that the case of Commodity Credit

9 ! Gounty of ¢ , 36 FuS. 694 iz interesting. Tn
that cage the taxability of (1) cotbon acquired by C. O. ., and

{2) cotton on which C.C.Cs had & loan was involved. There was also
irvolved & question as to whether the cotton belonged to C.C.C. Ihe
Court found (P.695) 'The Commodity Credit Corporation gcquired title
%o said cotton prior te Septesber 11, 1939, but after ¥ay 31, 1938,
and the tax warrant was issued Jameary 31, 1940,' Also the Lourt
aiid (P.£98) 'Thie Court, therefore, concludes thit the cotton gwned
by the Commodity Credit Corporation and for which it holds warehouse
veceipis is lmmune from State and local taxationesss! There can be
no doubt from the above language ihet the Court found that C.l.0.
suld acquire title to and own cotton. Further, inasmuch as there
ws no question thit property ownsd by the Government was exempt from
taxation and the whole exse i 3 discussion and decision of whether
property belonging to C.C.Cs 18 exempi slso, there must be ownership .
in 7.CeCe rather than the Govarmment dreetly.

 ®“3econdly, this overlooks the fact that title to this cotton

is represented by negotisble warehouse receipts and that title passes

upon delivery of those rsceipts. Inssmuch a8 we understand that no

rjection of any sort is made to the vayment of the tarifl charges

ther than the contract cherges on that cotten for which money was

id, we will not discuss it except o point oub that this iy a definite

recognition that C.C.C. omned the cotion in its possession and eould

o1l it to another governmental agency in fact and within the meaning
the sonirect. Just why & distinetion is made on that cotton which

was received from C.C.0e in exchange for other eotfon is difficuls

o understand, This is perticularly so as the transfer was made on

he basis of equivalent valves 1.8+ F.3.C.C, transferred to Calslo

ton having substaniially the same dollar value as that transferrad

r Culoly B0 FeSelole and the difference in walus was pald in money.

is fundamental in law that the conslderaiion glven in exchange for

‘commodity does not have to be money in order for the exchange to

onstitute a sale. The ordinary dictionary definition of 'sale! is

the transfer of oroparty and the title to it for money or its equivalent'

W of ‘sell' is 'tranefer ownership or right of possession of something
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to another for an equivalent.’ There can be no donbi that 8 bale
of cotton shich ean be sold for #X is the equivalent of #X. Neither

can thers be any doubt that when the warehouse receipts wers delivered

%0 F.5.CaCe by CoCuly that the right of possession passed from

CaBaCe 10 ¥o5.0eCe Nob oxly ¢ld the right of possession pass bat

such right and all other ats¥ibutes of owpership were exsrcised by

Fo,5.CeCe disposing of the cotton. Unlesé there was a diyastation

of the ownership from C.CeCs 10 Fe3.C.Ce by what authority could

¥.5.C.0e dispose of the cobton? Further, unless there was a divesta=-

tion of ownership from CeleCs 10 FuB.CiCay FabeCuls has improperly

expended its funcs in paylng any of the storsge charges on this

cotton. 1n other wordsy if C.C.C. still owns the cotion even though

11 has delivered the warwhouse receipts 0 F.5,04Cey Gulinlo should

be paying the storage and not FuS.C.ls Not only da C.C.le deny that

1t still owmed the cotton after the receipts were transferred to

FeSeTsCay it specifically gave notice to the warehougeman that it

ws3 not responsible for such charges after the date of delivery of

such receipts. In additionm, 1f the exchange of the cotton does not

‘yesuly in FuS5,C.Ce lo'ning' the cotton delivered to it then it follows

-as a matter of course that the sotton delivered 10 C.C.C. is not

towned' by ite. Yet C.G.C. bas contended that the cotton it got in

ghe exchange is owned by it and has claimed and only paid the eontract
retes. Thus if the contract rate is apnlicable on dboth the cotten
yansferred by C.CeCe and Fu.5.0.0. they have mocomplished the impossible——
ey can both have their cale and eat it. Thas it is no snswer io

say that C.C.C. did not own this cotton for that brings us %o the

“niext nolnt. ‘

-

"third, one of the most important things is that s.eh a conten-
ion completely overlcoks the provisions of the eontmet which is
_relied upon. In the beginning we quoted part of the contrmct but
_we again oull attention to the fact that the padrticular sicrage rate
s to anply ohly on 'all cotton owned by the Corporstion or oledged
securi ty for loans,! If thé cotton was net oymeéd by C.C.C. it
s not eligible to come within the terms of “the ‘eontract and tlere-
fors was never entitled to the lowsr rates. Thus irwiead of Fud.0.0C.
being entitled to the lower rate from the time it acquired the coiton,
this covpeny has a cIaim against C.0.C. for the higher rates for all
the tine prior to theitransfer. %hile as shown above the contrsci
in queation definitely limits itself to an arrangement betwsen C.l.C.
and the warshoussman and to cotton owned by C.U.C. or oledged for
security on loans made by it, the contruct did not stop there, It
went further and in paragraph #2 definitely provided what would be
¢ rights under the contract of anyone holding the warehouse receipts
ter they left the possession of C.C.C. This portion of the contract
videa: ‘The provisions of this contract shall accrue to the
it of the holder of the warehouse receipts representing cotten
ased from the loan or sold by the Corporation for a period ex-




reloase of such wmarehouse receipt by the Corporation.' 1In other

- words, it ws understood that Colelle would not retain these ware~
house receipts forever and the contract specifiss the rights of the
 party who subsequently takes the varshougse receipts, Surely there
_can be no question, regardless of any controversy on the question

‘of salw, that F.5.C.Ce becane tie 'holder of the Warehouse receipis,’
or that the receipts were relsssed by C.Cule CuCele was careful

ta stamp on the backs of ezch of these recedpis the wordings ' falessed
from 1loRn..ss' or other language gubstantially’the same and filled

the blank spees the date on which it was relaased. ‘he eontract
srovides that its provieions shall inure to the benefit of the holders
of the recelpts for a poriod of only 15 days sfier the date of the
pelsase of such warehouse receintss 1t is conceded ihat all of these
charges accyued subsequent to 15 days afier date of relsase of those
receipts. #hen the receipts wers delivered £0 FeBaCilay 1aleCe
properly released them from the loan and under the terms of the very
eontyact which is relied upon this released the eotion represenied

by those wareshouss receipts from the provisions of that contract.

%At this point we want to emphasisze that the contract deals

h eotton owned by & particular coyporation rather than with
artleular bales of cotton, ¥e do mot think 1t should be nscessary,
ut we wish to emphasise that the contract doss not in effect say
that bales Now. 1,2,3,4,5 or & shall be stared at a certain rate,
but that it provides that cotton owned by C.Cel. oF pledged to secure
lcans made by U.C.Ce shall be stored at the certain rmtea, In other
5, the omership of the bele of cotton rather than the actual
of cotton iteelf determines the rate. If CuGele sold 2 bale
this cotton to WiX Company, the rates in the contract did not
pply after the 15 day period although the bals of cotton may at one
ine have bean charged only the lower Tate.

9Ty conciusion we wank to point out one additional thing in
smuection with this matter, It does not make any diffarence &s 1o

hat the laws releting to the axpendiiure of publie funds generally

1¢ require here, for Congress enucted what is now 15 US.Cika

13c which reads in part: ‘'In carrying out Clause (2) of Ysction 6l2¢,
& funds appropriated by said Section nay be ussd for the purchase

L thout regard %o the provisions of existing law governing the expendi-
ture of rablie funds, of sgricultural commoditiee and products thareof
purchased under the preceeding varégraph hereaf, may be donated for
lief purposes.’ In other words, it was not the intention of Congress
1imit to the ordinary courss how the funde of Fo5.C.0s courld be
xpended and therefore regardiess of the general rules that are

owed upually they are not applicabls in the present sltustion,
ihta conmeetion it is interssting to note that the Acts of Longress
uire ¥.5,C.C. to make & renort to Congress annually seiting forth

t it has done end shat in the report for the year 1941 Fu5.0.C,




ghows this cotton as part of that acquired under lis program and
jncludes in the smount of its ezpenditurecs the amount that 1t paid

""IC-G.C.. for this ecotion.

- under consideration and all others involving similar sums.*

receipts, typiesl of whieh is vne as Tollowss
CORBAY COMPLESS WARMHOUSERE

(CIWAY COMPTESS COUPANY, PROPEIETOR
incoroarmted undar the laws of Apkansag Ho. I

(% 13

%ie submit that the above auwply justifies paying the voucher

14 appears that in the latter part of 1934, the Cormy Compress
arehouse, Conway Comoress Company, propristor—later apparently
acquired by you--Conway, Arkansas, received cotton fromvarious
cotton vroducers to whom the Conway Compress Company lssued warchouse

CONNAY, ABKANSAS fisceint and iag

*

T U OUR THR URITED STATES WAREHOUBE ACTi The undersigned :Varks_74

he undersigned warehousensn sgainst loss
or lightning, Said cotton is aecepted
ne year oply from the date of thim re~ ¢
urrender by the holder tiiez recelpt may ¢ Jeceiving, tag-

e W W owh M

ton covered by this receint, either ting 1 month's

livered to Eho above named depositor or seotton remaining

tthe rate there-

Licenssd ¥arehouseman smonth or frac—
ttiomal part, per
thale 154,

By g; Hauberg 3

RRGOTTANLE smarebousesman claims:

| WARENOUSE RECETPT t& lien on said sfo._§788316
oF ONE BALE OF (OVTON- 1co0tton for charges:
' tand liabilities astheight 526
B, ¥, lavis sfollowss 1
: the one bale of cotton Jdescribed 1irade
“the above named warehouse, for which H :
ssued subject to the United Siates Wimrew: :Staple
gulations for cotton warehouses there- t
yrmg of this conirsets Said cotton i :Uondi thon

3
H
3
H

receint issued as provided in sald iging, weighing and:
dersi med warehousenan is not the ssampling, includ= 3

H

r in comnon with others, unless other— :siorage 40d¢. Stor—:

tin, Upon the retumm of this recsipt tage each addition-: . -
.charges and Mabilities due the under-ial month or frac. : °
enan, as Wiaged herein, said one bale of ipari 25¢. EICTPT 3

.

:in storage longer :
t Conway, Arkansaz. on2=22-34 tthan 3 full montha:

: According to

Comsay Comprass Company safter will be ver tthe official

sgtandards of the
tUnited States
1for cotton.

*
£l

bE? & $10,000,00 fine, or imprbsomment for ten years, or

igsuance of a4 frandulent receipt, or illiegel conversion ori
val of the cotten repressnied by this receipt, is punish~ :

:
¢
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tanped across the fact of the receipt is the statement:

SINSURSD FOD THE TWELVE CRRT LUAW

; Storage and insurance per month per bale 25¢. 7f withdrawn
from loan, will take published tariff from date of receipt, plus in-
surance per month or fractional part thereof, per bale 10g."

1t further apoears that in the lutter pari of 1933, the ,

sresident of the United Siates authorised the formation of & corpora-

on to be known as the Commodity Uredit Corporatiom~—the life of

which later was sxtended by various acis of Congrass——as ahown in

yeutive Order No. 6340, dated October 16, 1933, whieh reiles upon

authority of the Hationkl Recovery Act of June 16, 1933,745

. 195, anthorising the President of the United States "to establish

agencies # # ¥ ag he may find necessary" and states the purposes

be Lo carry out the provisions of seven specified acts, including .

, Agricultarel Adjustment Aet,/the Sational Industrial “ecovery . .-

and the Federal Pawrgenoy Relief Act of 1933,/entcted by the

ongress to meet exiatent economie emergency conditions and to provide

he relisf necessary to protect the general welfare of the peopls,

der tha diregtorship of eight specified Govemnment offieials, two

hom--the Secretary of Agriculture and the Governor of the Farn

it Sdministmtion—wers authorized and directed (1) to canse the

yoration to be formed, with such articles or certifieaie of incorpora-

n and by-laws, as they might desn requisite and necesmary; (2)
soribe~from sppropriated funds gf the tepariment of Asyignit

page 21 of the printed hesrings held Jamuary 23, 1935, before

enate Comuittee on Banking and Currency in connection with 5,

75) designated and set aside therein-~for all of the capital stock,

sigting of 30,000 shares of the par value of #100 esch, later in-

eased by $97,000,000 under the authority of the act of fpril 10,

36, 49 Stas, 1191, 15 U.5.C.A. 713(a), for the use and benefit of

8 United States—the exercise of the rights of the United States

sing out of the ownsrship of the sapital stock being designated

st to the Secretary of the ireasury, by fxecutlve Urder No. 7848,

d sarch 22, 193%, and later to the Uscretary of igriculiure,

cutive Opder No. 8219,”dated August 7, 1939; {3} io wvote

utatanding stock sianding in the name of the United States; and

to fill any vacancies on the board of dirsciors, subjeet to the

roval of the President of the United States.

. The certificate of incorvoration of the Commodity Lredit Lor-
aration (of public record, among other places, in 79 Cong. Fec.
52, and in the orinted hearings before ihe Houwe Committee on Bank~
and Currency on K. Ke 2725 and H. £, 4011 (H. R. 3429) at pages
d 53, respsctively), also dated October 16, 1933, and certifying
vurposes and authority established by the sald “xscutive Order
6340, provides, among other thinge, for pervetual existence and
authority in the boars of directors to sall, lease or exchange




. of the property &nd assets of the corporation “ihen and as

rized by the affirmative vote of the holders of & majority

Secretary of Agrieulture sinee August 7, 1939/ of the stock

gued and outstanding having voting power given at a siockholdars®

eting duly called for that purpose, or when authorized by the

{tten consent of the holders of & majoriiy of the voting stock issued

‘outstanding.® VUnder section 401 (a) of Reorganization Plan ¥o,
romilgated pursuant %o the Reorganisation Act of 1939, 53 Stat.

61 and 1423 5 U.8.C.4, 1331, the Farm Uredit Adminiwm

onnel, records, and oroperty wers transferred o the Tepartment
Agriculture, with the stipulation that they “shall be admivistared

y such “epariment under the general direction and supervision of

the Secretary of Agriculture, who shall be responsible for the
sordination of their functlions and activities.® Apparently in
cognition of the broad authority granted the Seereiary of Agriculture
der the said plan, the by-laws of the Commodity Credit Corporation

re azended August 15, 1939, to authorize the Secretary of Agriculiurs,
ng other thingas, (1) to Zesignate & director %o serve s chairman

e board of directors, (2) to manage the property and businees

he corporation, (3} to eppoint-—and remove with or without cause,

y time-—aich vice presidents, assistant secretaries, assistant
rors, and gther officers and such agenis and employees of ithe
ration as he shall deen necessary or desirable, which offiecers,

ta and employwes shall exdrcise such powers and perform such

a a8 shall be prescribed from time to time by the Searetary of
enlture.

. By Executlve Order No. 9322, dated March 26, 1943, the Commodity
Credit Corporstion was consolidated with certain other igwncies

nio the Aduinistration of Food Production and Msiribution within
the lepariment of Agriculture. Iater, the said order yas amended

Y ixacutive Urder Ho. 9334, dated April 19, 1943, in whieh it 1s
tad that the “Food Produ¢tion Administration {except the Farm
redit Administration), the Food. {dstribution ideinistration, the
modity Credit Corporation, and”the Extension Service, logether
all their powers, functlons, and. dutles, are hereby sonsolidates
hin the Department of Agriculture imbg a War Food Adwhistration,

be administered under the drection and mumrvision o' a ¥ar food
dninistrator, The Administrator shall be appointed by she President
shall be directly resoonsible to him.*

Also, it appears that the aforesaid producers, toshom the
Tehouse receipts were lssumd, pladged the warshouse mceipts to
Commodity Credit Corporation as security for loansmade by the
corporution Lo the producers, pursuant to C.C.C. dtien Fora 1,
TRGCUICNE OONCusRING VHE vAKING OF LOANS §Y COMMO LY CREDTY
HUOHRTION WG OTIOR PROUCERS OF HOTEY SECUREr BY COTON WAREHOUSH
CEIPYS,® providing, ia vertinent pars, as follows:
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"The Feconstructien Finance Cornoration has exvendsd to
ommodity Gredit Corporation a line of credit for the nurpose

of enabling Commodity Credit Corporsation to make loans and/or
purchase paper of producers of cotton, sacured by pledge of ecoiton
warehouse receipins. These insiruciions state the requirenents with
reference to making such loans and the wurchase of such paver.

* # ¥

*2. Forms.—The following documents must be delivered i
connection with every loan made or noie purchased by Commods+;
redit Corporation:

-4

#* * *

*(g) Yarehouse receipts complying with tha provisions of
Seetion 12 hersof issued by anproved warehouses,

% 3 1

- *11. Warchouses.~-Commodity Credit Garporation will accep:
only insured warehouss receipts pledged as collatersl to notes on
34-35 €.0eCo Cotton Form & covering cotton issuad by any warehoss,
lteensed under the laws of any State or of the United States, or
1ch other wareshouses as may bs approved by the Yoan Agency of the
construction Finanoce Corporatlon of the dietriet in whioh such
warehouse is located, Farchousemen arve adviserd to communlcate with
he Loan Agenoy of the Psconstruction Fimance Corpormbion concera~
ing unlicensed warehouses, “hen warehouses not licensed as aforae
id are approved, notificatien will be ¢iven either by lstter or
1ished lista,

"12, parehouse receipis.~-Only negotiable insured warehouse
receisty dated orior te the date of the Producer'e note mad properly
#imed by an endorsement in blank so as to vest title in the holders
T issued {0 bearer, exsguted, by warshousemsn wic sre not owners
T the cotton, will be ascepiable. They must set out in thelr wri btesn
T orinted terms & deseription by tag number and weight of the bale
r badles represented thereby, ant all olher facts and statements
Yequired to be stated in the written or printed terams of a warehouse
Tecaint under the vrovisions of section 2 of the Uniform farehouse
sceipts dcte Warehouse recelpis lssued prior to August 1, 1934,
which by thelr terms will explre nrior to dugust 1, 1935, sust dear
raement of the warehouse axiending the terms of ths wRrehouss
Toeint for a nerled of ong year from fogusi 1, 1934. 5lock wareiouss
cripte will be accepied only when the iag rumber and welght of
h balte is indlcated on the block Tecalph.
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*13, Higrehouse charges.—ihe warehouseman's charzes are
1imited and his obligations defined by the form of warehouseman's
gertificate and waiver provided in paragraph 1 of the loan agree-

4

. federal Regerve Ranlks.—ihe Federal Reserve banks and
ranches thereof, will act as fiscal agenis of the Reconsiruction

nence Corporation, in their respective disiriets, in making
shursement on eligible paper anproved by the Loan Ageney of the
nstruction Finanoe Cormoration in that distrigd. Such notles,
ther with the warehouss receipts securing the same, will be
1d by the Federal Reserve banks as securiiy for the loans made
s the fweonstruction Finance Corporation to Commodity Credit

*Upon the approval of the documenis by specified Loan Agencies,
¢ Federsl reserve banks or branches thereof, are authorised to
nake payment therefor to the lending agency or the producer.

» #* #+

*13, Tgleage of gollatersl.—1f tie producer's noie was uade
ble dirsetly to Cemmodity Credit Corporation and he dJemires
» obtain the return of the note and the release of tihe collateral
son cayment, he ghould notify the lederal Remerve bank or bracch
wreof serving the district in which he resides, If his nove wis
payable t0 & payese other than Uommodity Credit Corporatio:,
oroduger should notify the payee named therein, Warshouse
ipts representing colton held by Cosmodity Credit Corporatlion
11 bs released by the Federal Heserve bank or braneh thereof
lding the receipis, upon the payment of the amount of the loan,
acerued interest, and proper charges. Upon wriiien request of
he oroducer the noie and warshouse receipts will be forwarded toan
proved bank, to be relessed to the produger or his agent ugsinst
lyments Where recelpis are trsnsmitted to a bank they will be sems,
th a request to return them io the sendsr, if payment and release
- not, effected within 15 days. 411 charges and expenses of the
nk are to be »aid by the producer.,®

Pursuant to this referred-te C,.C.C. Cotton Form 1, the pro-
ers, to whom the Comuodity iredit Corporation made loans, exscuted
omuodi ty Credit Corporation Form 4, "Cotton Producers Loan [ocumenis,”
sontaining, among other things, (1) the cotton producers' note,
{2) the loan agreement which included the *WAREHCUSIEAN'S CEATIF -
E ANV WAIVER* as follows:




w] T

: "411 charges on the cotton listed in the above or attached
'-chadnle are pald to August 1, 1934, or dates of warshouse recéinis,
hichever are later. This cotton iz in existencs, is undammged, and
s and will be kent under cover within a structure enclosed in such
, manner that the cotton is adequately protegted from weather damage.
The above cotton is tagped with a Goverrment bale tag, representing
tax-paid or tax-exerpt cotton. The warehouse receipis listed above
v in the attached schedule state in their printed terms or are
stamped ‘Insured,' This cotton is insured, in & company or compan—
es 1icensad to do buminess In the State in which said cotten is
stored, against loss or damage by fire for the full market value and
will be kent insured so long as Lhe receipt is oudstanding. Lien
'or 21l charges, including receiving, tagging, weighing, storing,
gampling, tuming sut, and insurance, will not be claimed for more
than 25 cents per tale for each full month and the proportionate
rt of 25 cenis for each fractional part of a month, or the charges
ppliecable under the warehouseman's sstablished tariffs inexistence
gt the date of the receipts, whichaver is less. Commodity Credit
rporation may, by agents or otherwlse, inspect the coiton, the
warehouse, and the records of the warehouse at any time, Ihe ware-
sepan agrees that if the cotion is ordered shioped by Commodity
Credit Corporation, for the purpose of reconcentration or otherwise,
shipments will be made promptly and storage charges will ston on
ipt of shipping inetructions and surrender of the warchouse
ceints, 411 cotton is low middling or better In grade and is 7/2
neh or better in staple uniess receipt mumber in the sbove or
sttached schedule is marked 'Y' (indieating below 7/8 inch in staple).

+193

by,
(Signature of marehouseman) {Apent or officer—Iitls}

© *(attention is called to parsgraph (11) referring o the cmmi’sal

ction quoted at the end of thiw agreement. VYarehouseman's certifie
cate must not be dated more than 5 days preceding date of above-
mentions: nots.)

®2. In eonsideration of the loan evidenced by the sore-
mentioned note, the undersigned represenis to and agrees with all
lders of the note as follows:

*That the cotton represented by the warehouse receivts listed
srein was produged or aequired dy or for the undersigned as land-
mer, landlord, or tenant; that he is the owmer, has the legal
right to pledge same, and that the beneficial title therste is and
iiways has been in the undersigned producer.

* . #* 4

®6. The undersigned agrees that if any Federal agency or in-
t‘-nmentality shall become the holder of the sbove-mentioned note,
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nay, before or after maturity, move the collateral cotion froe

yne storige peint to another and pay freight; may compreas ihe commodi ty;
ray store separately, in block, or otherwise; may insure or reinsure
sgainst any risks, or otherwise handle or denl with the commodity,

\a may be deemed appropriate and proper, subject to the terms of

this loan agreement, relemsing, substltuting, and obiaining any and

a1l instraments and documents, and paying or discharging any accrued

or ssccruing charges or expenses as uay in any way be aspropriate or
necessary thersfor. Any costs and expenses connected with such handling
without regard to insurance savings by reclassification or duration
shall be a charge against the comsodity, payable out of any proceeds
th&ﬂof .

& 4 # 3

*3, The undsrsigned wmarrents and reoresents that he has signed
he 1934~1935 Cotton Acreage Raduction Contract with the Secretary
Agricultures (AAA Fomm No. Cotten 1), and imssuch as the above—
mentioned note is eligible for discount or purchase by the Commodity
redit Corporstion, an agency of the United States Government, the
ersigned agrees, with and for the benefit of the United 3tates,

do and perform any and all acts required of him, under said Cotion
Acrsage Reduction Contract with the Secretary of Agrimiture, and o
luce or adjust his acreage or production of cotbon during or for

» erop year of 1735, as required by sald coniract.

‘wg.  The undersigned, all lien holdsrs and their agents by execul-
g walver &nd consent in paragraph two {2), and all werehousemen by
jcuting certificate and waiver in paragraph one (1) agree that they
ach of them have full knowledge of the provisions of section

16 (a) of the Reconstruction Finanse Corporaiien Act as amended

roever makes any statement knowing 1t to be false, or whosver wili-
11y overvalues any sesurity, for the purvose of cbraining for

mself or for any applicant any loan, or extension thereof by re-
ewal, deferment of action, or otherwise, or the accepiance, release,
substitution of seurity therefor, or for the purpose of inflaencing
y way the action of the Corporation, or for the purpose of

ining money, properiy, or anything of valus, under this act, shall
munished by & fine of not more % $5,000, or by iuprisonment

‘not more than 2 years, or both.®/, and have made the renresentations
statements contained in this loan agrespant, for the purnose of
uencing the econstruction Finanee Corvoration, to acquire tae
ve-mentioned note by nurchass, Jiscount, or rediscount, or as

irity for a lcan 5o the payse or Lis asgigness, or otherwise, or
xtend or renew credit in reliance thereon.”

Pertinent provisions of the Unlted States ¥arehouse dct, 39

Lo 486, amended 42 §tat. 1292 and 46 5tat. 1463, under which the
¥ Coupress Warehouse wis licensed and bonded, as referved to

he typical reesipt hereinbefore quoted, are as follows:
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"Sec,s 4 ‘hat the Secretary of Agriculture, or his degliznated
resentative, is authorised, upon application to him, to lasue
any warehougeman 8 license for the conduct of & warehouse or
rehouses in accordance with this Act and sueh raules and regulations
g may be rade hereunder: Provided, ‘hai each such wereliouse be
nd sultable for the proper suorage of the particular agrienliural
yoouet or products for wilch & license is applied ror, and that

I warehouseman agrew, &% a condl tion to the granting of ihe
¢snse, to comply with and abide by all the temms of tods At asc
rules and regulations nrescridbed hareundsr,

& L *

:

tiec. 13. Jlui eyery wsrchouseman conducting a warshouse

censed under thiz Aot siall receive for siomige Loerein, so far

1t capnélty pemite, any agricultaral produci of ihe kind

pbonarily #tored therein by him wideh may be tendered to him in

gultable condition for werehousing, in the usual mancer in the

finary and ususl course of business, without making any discrinica~

m between persons desiring te avail themselves of warehoure facilities,

2 + 3

- “See, 18, That overy receipt issued for agricultaral produc:is
sred in & warehouse licensed under this aci shall esbody within
wristten or printed terms {a) the location of the warehouse 'n
eh the agricultural producis are stored; (b) the date of lssus
‘the receint; (e} the consecuiive number of the reseipi; (d) a
atement whether the agricultural products received will be deliversd
‘the bearer, %o & speclfied person, or to & spacifisd person ov
ordery (@) the rate of storage chargesy (f) & descrisiion of the
celtural products received, showing tie quaatliiy thereof, or,
case of agricultural producis customarily pub up in bales or

kages, & descripition of such beles or packages by marks, mume

r2, or other means of identification and the weight of sueh bales
sackages; (g} the grade or other class of the agriciltural productw
teived anc the standard or descripiion in accordance with which

ch classification has bheen wadel  Provided, That such grade or

r class shall be stated secording to the offieial sitandard of
United States acplicatle to sneh agriculisural products as the

e may be fixed and promulgsted under authority of laws Provided

1 That uniil such official standards of the United States for
agrienltural product or procuets have besn Tixed and promulgated,
grade or othey cliass thereol way be siated in aceordance with

r recognized standa®d or in accordance with sush rules and regula=-
ons not inqonsistent herewith as say be prescribed by the Secretary
Agriculture; (h) & statement that the recelpt is issued subject
the Uniited States ’éin.rehmse Aot and the rules and regulations
rescribed t.henundar; (1) if the receipt be issued for agrisultural




products of which the warehouseman is owner, sither solely or jointly
or in common with others, the fact of guch omnership; (3} a atate~
ment of' the amount of advances made and of llabllities incurred for
which the warehouseman claime & lient Provided, That if the precise
amount of such advaniges zade or of suceh liabilities lnecurmed b at
the tiwe of the lasue of ire recelpt wrkuows to the warchoussmasn or
his agent who issues it, a staisment of the faet that sdvanges nave
peen made or liabilities ircurred and the -wurose thereof shall ba
suf flcient; (k) such other éras and condilions within the Lim!tations
of this Act as pay be requirsd by the Secretary of igricaliure; and
(1) the sigpature of tbe warehduseman, which may be sade by his
thorived agent: Provided, "hat uniess otherwise required by the
w of the State in which the warehouse 1ls located, when requested
 the depositor of other than fungible ggrieuitural products, &
ceipt omitting compliance with sybdivision (g) of this section
¥y be issued:s Provided, howsver, (he Secretary of Agriculture nay
. his discretlon require that sach recelpt bave plainly and conw
cuounly embodied in lte writtea or printed terme a provision 4hat
ch receipi is not negoilable.

#* * *

"Secs 23. That every warehoissman conduciing a wavehoise
censed uncer itz Aot shall keep in & place of safety complete
d correct records of all agriculiural produets siored therein
d withdrawn therefrom, of all warchouse receipts issued by him,
d of the receipis returned to and cancelled by him, shell nmake reoorts
he “ecretary of igrimulture concerning wuch warehouss and the
nditicn, contents, operaiion, and business thereof in such o
at sueh times gs he may require, and shall conducti sald marshuuse
11 other resnects in compliance with this iot and the rules ard
istions wade hereunder. ‘

# # #

Mhee. 25. That the Secretary of Agriculture, or his designated
dresentative, may, after ovportunity for hearlng has bsen affardsd
he licenses concerned, suspend or revoke any license to any ware-
aeman courticting a warehouse under this set, for any violation
r failure to0 comply with any provision of this Act or of the
% and regulations wade bereunder, or upon the ground that un-
onable or sxorbitant charges have been made or serviges rerdersd,
ding investigtion, the Secretary of Agriculiure, or his designated
Tepresentative, whenever he deems necessary, way suspend & license
orarily without hearing.




/
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throagh of flcials, employees, or agents of the Dlepariment of Agri-
lture designated by him to examine all books, reccrds, papers, and
accounts of warehouses licensed undsr this Act and of the warehoase—
n eonducting such warehouses relating thereto. :

+* g ' ¥*

"Sec, 29« Thal mothing in this Act shall be construed to con-
liet with, or te authorise any confliet with, or in any way to
malr or limit the effsct or cperation of the lawy of any State
plating %o warehouses, warehousemen, weighers, graders, lnspectors,
plers or classifiersjy bub the Secretary of Agrieulture is suthorizsd
‘cooperate with such officials az are charged with the enforeement
such State laws in such Siates and through such sooosration to
scure the snforcexent of the provisions of this Act; nor shall tidgm
; be conskrued eo as te limil the operation of any statute of
he United Stetes relating te wapehouses or warshousemen, weighers
aders, luspectors, semplers, or classifiers now in forze in the
rict of Coluxbis or in any lerritory or other pliece umier the
Jusive Jurisdiction of the United States.

"Sec, 30. Ihat every person who siall forge, alter, counter—

s Bimalate, or falsely represent; or shall without proper

thorily use, any license igsusd by the Secredary of Azrlculturs,

his degignated representatlve, under this Act, or Wi shall violate

fall to comply with any provision of section 2 of this Aet, v

ho shall issue or utter a false or fraudulsnt racelnt or certificmte,

hange in any sanaer an original receint or certifizate sub-

equently to lssuance by & licensee, or any person why, without lawful

thorivy, shall convert to his own use, or use for jurposes of

curing a Loan, or remove from & licensed warshouse contrary o

Aet or she regulations opromulgated thereunder, any agricultural

cts stored or to be storad in such warshouse, and for which

oansed peceipks have been or are to be igsued, shall be dsemed

ty of a mmﬁmmr, and gpon conviction theres! shall be Tined

more than $10,000, or couble the value of the prodacis involvad

uch jozble ¥alue exeesds 410,000, or ilmprisoned not more than

en vears, or bpth, in the clsecretion of ihe court, and the owner

the agriculipral oroduets so converied, used, or removed nay,

2 diseretidn of the Secretary of Agriculture, be reimbursed

the valus thereof out of any fine collscted hereunder, by check
on the Tréamury - % the cirection of the Secretary of agriculture,

the value aﬂ puch products Lo the axtent that such owner has
therwise Yepn reimbursed. Jhat any verson who shall draw with

, 4o deceive, a false ssuple of, or who shall willfully muiilate

sely repiesent a samcle crawn under this aet, or wic shall

fy, grage, or weigh frendulently, any agriculiural produgts

¢ or to be stored under the provisions of ithis ach, shall be

guiltj* of 4 migdemsanor, and upon convietion thereof fined

|
:




ot r0ore than 500, or impriscned for not maors than six months, or
oth, i the discreilon of the couri.”

‘he United States Warehouse Act confers upon licenasses certain
rivileges and securss to the national govermment, by meana of the
icansing provigions, & memsure of control over those engaged in

e business of gtoring sgricultural producta, whe find i advanizgeous
o apply for the license. The Government exercises that control
n the furthersnce of & governmental pursose Lo secure fair and
nitom business practices. lederel Compress & He rehouge Co., e
o Y¥elean,291 U.8. 17, 22, 23. ‘egulations prosulgeted by the
scretary of Agriculture relsting to coiton warehouses have the
ffest of law and bscome & part of the contrmet beiween the warshouse—
an and the owners of the warehouss receipts. Ii 2 Ve
g : i (CoCaks 8, 1942), 132 F.2d 275.

The Uniform Warehouse Heceipts Act, adopted in 1915 by the
ts of Arkansas in whieh State your warehouse involved herein
cated, requires that every wirehcuse receipt ambody, anong
things, the rate of storage clarges and & statement of the
lities incurred for which the warehousesan claims a lien; that
irehouseman shali be liadle, 1o any person infured theveby, for
1 damage oaused by the omission from a negotiable receint of any
f the terms required; that & porson to whom a receipt has been
sgotiated soquires, ameng other things, the direct obligatien of
warehouseman {0 hold poswession of the goods for him according

~ "A warehouseman, or any officer, agent or servant of & warehouse-
» who fraudulently issuee or aids in fravdulently isswing &
ceipt for goods knowing thai iy containg any false gtatenent,
Hall ba guilty of a erime s 8ud upon conviction shall be punished
each offense by imprisormeni not exceeding one year, or by &
ne nov exceeding one thousand doliars, or by both,*

. The warehouss receipts filed in sapport of your claia sre
wnped to show--ané other evidence. of record tends to lidiomte——
Mt after the Commodity Credit Corporétion bsdane the holder of
he receipte, the said corporation each year paid all charges in
dvance to Auguet 1, for the yoars 1935 through 1939, The record

s that on the 10-eent loan in 1933, the Commodity Credit Corporation
Did the warehousewsn’ their regular tariff rate; that in 1934,

Corporeiion paid 25 gents per bale per month for storags-on the

ab loan cotton; that after thie the l2-cent loan cotton re-

‘hec in stormge until July 31, 1935, when the storege rate wmy

duced to 15 cents ver bale per month; that this #torage rate re-
ined in effest until July 31, 1937, at which time the Commodity
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redit Corporation allowed the sarshousemsn a 20 percent increase
n the storage rate which brought the rate up to 13 cents per bale
or monthj and that this last said mte remained in effect until
ctober 31, 1939, The total peid to you for storage of cotion in
our varioss warshoumes, including the one at Conwsy, Ariansas,
aring the period August 1, 1936, to August 1, 1939, is sstabiished
‘by John L, Goodloe, vice presideny, Commodity Uredit Corporation,
a8 £8,518,718,15 (24(10) Cong. Rec. 10233, 76th Congrass, lat
esgion), Avnparently, & sum of aporoximsiely & million dollars,
east, could be added for Lhe two years preceding August 1, 1336,
king almost ten willion dollars in storage payments to you by
ugost 1, 1939, ~“uring this veriod in which storege vayments
sregating the sald sum were being paid o you, the record shows
t notwithetanding the penal provisions of paxagrenh 9 of Gommadity
2dit Corporation Gotton Form 4 and its applicability to the ware-
houseman's certificate and weiver on the 28id form wherson you
1fied that the cotton "is and will be kept under cover within
soture enclosed in such a manner that the cotton is adequately
teoted Trom weather damage® (underscoring supplied) you anparently
recelving storage payments on cotlon atored in the apen st tha
rates 28 that stored in ihe phelter required by the United
tes %arehouse iet, referred o on your wareholse receivts, and
r the privileges of which act you gave a bond for the faithful
rformance of the cuties exaated by the act, In 1937, for sxamole,
cotton was stored in the opon in the State of irkansas as late as
cember, 1937, and soiw apparently into January, 1938, Altheugh
hie racord tends to show thai you issued Lemporary unbonded receinta
o cover such cotion, pursuant to & specikl form of sgreemeni and
nd, there is nothing to indieste that you ware noi maid the same
mMge rate as that vald to warshousemen who actually farnished
he siructure required by the certificate and waiver provision in
tton Form A.

“The eontract between you and the Commoctity Uredit Corporation,
partinent part, is &s followsi : :

. “inhis agreemént made anc entered into by and between CC¥ROITTY
CRELL T CORPORATION, ¥ashington, B, C., organiged and existing as

- agency of the United States, hersinafter yoferred to as the
orporation,' and FEIWRAL GOMPRESS WAREH(USE OOSPANY, Conmay,
kaasas, harsinafter referred to &s the 'Warehouse (omoany,’

Witnssseth:

o MEAREAS the Warehouse Company controls by ownershin or lease
4 overates & certain warehouse plant located &% Conway, Arkansag
d: commonly Imown as Federal Compress & Warehouse Company; and

"R HEAFAS the ﬁamhm'teﬂ(:ommny .has in storage, at said sare-
louge plani certain cohton owned by the Corporatdon or nledged to
Secure loans on 1938-39 C.C0.0. Cotton Form A
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PN, THEREFORE, in e¢onsideration of the bensflta aceruing
from the operation of this contract, irrespective of and without
peference to any previous contracts or agresments covering siorage
charges sntered into bepween the Corporation and the Warehoame
company, the parties hereto agree each with the other as follows:

*l, For the period the cotton is in storage afier lugust 1,
1939, the charge for storage and insurasce on all celiton owed by
e Corporation or pledged az spcurity for loans an 1938432 2,0.0,
gotton form 4 shall be 123 cents per bale per momih or fraction
thereof. Charges for resampling and mig;!’d.ng shall be at the
lar tariff rates, bui iIn ne svent more than 10 cenbs per balz
for resampling and 10 cents ner bals for reweighing. No charpe
sball be smde for storage or handling of samples, ranglng cobion
or pieking gut by tag nusber, flat Jelivery or loading on tmcks
or inte cars for shipment.

Tho provisions of this eoeniract shall agerus Lo the bane-
t of the holiers of the warshouse receipis repressnting codion
sased from tha loan or sold by ths Corporation for & peried
xtending from the effacilye dace nersof o 15 days from the date
release of such warehouse receipis by the Corporation.

*3, The Warehouse Company agrees that if the cotton is ordered
shivped by the Corporation, shisments will be arde prompily and
ragh -charges will stop ox receipt of shipping insiructions and
urrender of the warehouse receipis uniess the cotton is shipped
thin a reasopable ¥ime as determived by the Corporation. When-

r any of ‘such cetton 1s shipped upon its orders, the lorporation
pay the mecrued siorage charges Lo Lhat dabe, and all other
sfarpss in fonnection therewlth on receipt of the invoice for sane.

torage charges determined in accordance with this agreenent,
sraed- through duly 31 of any year in widch it is in effect shall

- oald by the Corporation oromptly thereafier on such of the cotton
is represanted by warehouse receipis held by the Corporagion at
) time of payment.

R4+ The Warehouse Ccmpany agrees to notify the Corporstion of
iy cotton that meay be damapged alter belng received and stored in
the warehouse and to recondition all cotton free of all charges,

%o pay the Corporation for all losses sustained,

"5. The ¥Farehouse Company Aagroes o insure and keep insured
Fainst loss or damage by fire for its full wmarket value, so long
s receipts for same are muatand:mg, all cotton subject to

agreenent, :

6. It is further agreed that any of the cotton covered by
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this agreoment damaged by water from the Uarehouse [omvany's
sprinkler system will be under the Warehouse Company's insurance
coverage, when such damege results from fire originating in the
sane warshouse in whieh the Corporation's codton is stored on
rates named herein.® (Underscoring supplied.)

This contract-—signed by the Commodity Credit Corporation's assistant
treagurer, an official removabla at will by the Sscretary of sgriculiare—
‘1ike most of the other contracis between tbe Commodity Credit

orporation and your other warehouses, and many warsiosses of Juner
companics, appears, in part at leasi, to have been suaiersd into

‘ap the result of severs congressional criiteisa~-during the isi

‘session of the 76th Congress, especially during ibe zonibs of July

‘and August, 1999 (84 Cong. dac. 36435 40123 023D ri.j—of sthe

‘excessive storage reates baing paid for the sitorage of cotion.

Under date of Gotober 12, 1939, the !epartmeni of sgriculiure
3sued & press release, as follows:

: ®INFORMATION FOR THE »0a58
P*United Siates Department of Agriculture

:._hleaaa - imnediate
WASHINGI OB, Da C., October 19, 1939

*STONAGE AT
O GOVER

H3 ERLGGR
ANT LOAR COTIOR

"The lepartment of dgriculture armounced today tims, effeetive
ovenber 1, 1939, the maximum rate avproved by Commodity Credit
orporation for storing and insuring cetton already under luvsn or
eld by the Government will be 12} genis per bale per month.

"Provisions of the contract submitbed to the warshousenen on
ber 7 stipulated that the 12% cent rate would becoms effective
nm August 1, 1939, After a conference with warehousemen and offi-
als of ihe J(CC, an undersisuding was reached that an addition
would be made o the contract to provide for a rate of 15 cents ner
bale ver month for the three-month period August, September, and
ictober 1939, Another addition te the contract previously submitted
1l proiect the invesiment of warshousemen in the compression of
ton, prior %o Uctober 15, normally shipped by rail under rates

% wake compreseion necessary. 4ll rates include fire lnsurance
the full wmarket value of the cotbon.
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"Commodity Uredit Corporation will execute acceptance of ihs
‘pontracis, and insert the additions described above, on October 25,
and in any instance in sihich signed contracts are not received by
‘the Corpsration’ it will be necessary Lo move ithe eotion to warsiousss
at concentraiion points whére lower rutes are available.

“Undey the new cotton storage prograz a2 saving of anproximately
0 nilltén dollars per year will be made for cotton producers and

he Government in carrying charges. 7hia does oot include a sav-
ng to cotton producers of anproximately 2% millien dollars on :heir
938 loan cotton as & consequence of the reduction of the interest
rate, recently snnounced, frem { %o 3 nerveent on 700 losns which

111 be effective November 1.

- "ihe meximue 124 cent rate 1s zonlicable only to cokton from the
1938 and earlier erens,"

~ ¥While no evidence has been found of record that the Commodity
redit Corporation ordered the Conmay Compress Compmay to combress
he cotton, the record shows that the corporation naid for compress
nd patohings in October, November and lecesber, 1935. Under the
erms of the 1934~1935 loans, they matured Jduly 31, 1935, but were
xtended to February 1, 1936, and after et time they were carried
y ihe corporation as past due. Accordingly, Lhe producers of ths
otion invelved in your claim eveniually forfeited the cotton to

s Corrodity Oredit Corporation by reason of thelir fallure %o may
be aforesald loans made upon the warshouse recelipts issued for
ueh cotion. Ibe cotton involved was a part of at leas’ thres
illion veles of cotton acquired by the Commodity Credit Lorporation
hrough forfeitures on the 1934=~1935 (12 cent) cotton lodn.

3y the sarly part of 1939, various orooosals were being mede
lfacilitate the Commodity Credit Corporation's dispasal of the
cotton: For emample, H. £. 4339 proposed that the Cammodity Credit
orporation be authorised and directed to transfer title to one
1lion six thousand bales of the cotion to the Work Projects 4d-
inistration to be used for the manufaeture by such acminmistration
udtiresses and other articles to be distributed to families on
ef and to other needy persons, without cost to them, through
‘ederal Surplus Comnodities Corsceration or susch other agency as
he Work Projects Administration might designate. Finally, sbout
81,291 bales were transferred to the Fedsral Surplus Commodities
orno e tion.

ihe Federal Surplus Commodltiss Corporation, a sorporation with
¢apital stock, became, on .Ngvember 18, 1935, the suecessor of
‘ederal Surplus felief Corporstion—oublic announcement of widch
b Lhe subject of a préss release dated Jctober 5, 1933, issued by
ederal Emergency Felief Administration (the office responsible
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» the administration of the faderal Zmergency Felief ict, herein-
fora specifically mentioned as one of the geven acts passed by
i Congress to meet the sconomic and welfars problems of the
oression years)-~for widch & certifieate of inecorsoration, pursaant
“the general corppration law of ths Staie of ‘elawars, was
led October 4, 1933, by the incorcorators, H. 4. Wallace, Harold
'Ickes, and Harry L. Hopkins. Yhe certificate of incorcoration,
a5 variously amended through leceaber 28, 1938, ineluding the change
of raze to the Federal Surplus lommodities Corporation, shows ilhe
urposes, among others, to be (1) to relieve the existing national
ergency by excansion of markets for, removal of, and increasing
improving the distribution of, surplos agrieuliural and other
ommoci ties and sroducts thersof, and to dispose of the sane $0
to relieve the bardship and suffering caused by unemploymenty
) to perform any and all functions and exereime any and all powers
that may be delegated to.i% under and osrsuant o cortain acts of
ress, similar to those specified im the certificats of inecorpora-
on of the Commodity Credit Corporationy (3) to perform any and all
funetions, and exercise any and all powers, as & governmenial agency

instrumentality; (4) : rivate, oublig or
roment leg; (5} 1o ourchage, or otherwige acquire,

o hold, or otherwiss to deal in, %o sell or otherwise dispose of,
any snd all agrieulturel or other cogmoditles, or products thereof
and to loan or borrow money upon the samej and (6) io purchase and
5o] +3 or evidences of indebtednesses creatsd by any other
cornoration, and, while the owner thersof, to sxercise all uhe

ghts, powers snd privileges of ownership. The amended certificate
ons thm corporation to be a memberahip sorporatien whose members
re to be three in number and made up of the persons who from time
10 Lime may oecupy the offices of Secretary, Under Seoretary, and
Agsistant Secretary of Agriculture, who are authorized to dissolve
the corpomtion, when in their judgment the purposes ahall be sccomplished,
ard to pay the net procseds into the Treasury of the Unived States.

. Under section 5 of lHeorgenization Plan No. Ii7, effective June

30, 1940,754 Stat. 1232, 5 Uul.U.ds 1338, the Giyision of Marketing

and darketing Agreersnis of the agrioultural Adjusteent Administra-

tion af tiw Benatument ¢of dgriculture and lis funcilons “and the

Federal Surplus Commoditiss Uorpomation as an agency of the epart-

ment of Agriculiure and its fanctions are consolidated inte an agency

in the Iepartment of Agriculture to be kuows as the Surslus darkei- v
g Liministration” %o be headed by an Adminietrator, aspointed by = -

and subjeet to the direction and supervision of the dscyetary of .,

Agriculture. Purguant to sgcdion(COL 03 the Firmt sar Powers ict A

of iscenber 18, 1941, 55 Stati/338; Fxecutive Order No. 7069 of

February 23, 1942, declared that the *Surplus Marketing Admindstra-

tien (including the Federal Surplus Commod ties Uorporaiion as &an

dgency of the Dspartment of hgriculture), the Agricultural Zarke o~

ing Service {except the igricultural Btatisties iivision), and the




mﬁmodity ¥xchange

poratlon and the

urplus Commodities

rsone eligiblie to

for cotton of lower

*The Commodity

o4 willion bales,

he %o Of Lhe 1334 cotbon slready classified, the following

*

nd bhelr funciions, personnel, property, and records are consolidased
to an ageney 0 be known as the Agrisulsural Hurketing Adminlgtra-
on of the lepartment of Agriculture, which agency shall be adwine
tered under the direetlion and supervision of such offiver as the
retary of Agriculture shall dasignate."

8y kxecutive Order NMo. 9240"5f “ecernber 5y 1942, the Agricul-
ral Yarketing Administration, the Sugar ageney of the Agricultural
servation and ddjustment Administration, and their funetions,
rsonnel, and proverty, were consolidated with the funetions, per—
enel, and pronerty of other similar offices and bureaus inte one
gercy to be known as the Food “istribution Adminimtration of the
woartaent of Agriculture, to be under the direction and supervigion
f & iirector of ¥ood lListribution anpointed by the Jecretary. Ilater,
he referred-to ixecutive Order Ho. 9322, cuted ¥areh 26, 1943, as
rended by fxecutive Order Xo. 9334, dited April 19, 1943, consoli-
ated the Food listribuiion ddministration, the Commodity Credit

tthin the lepartment of Agriculture.

. Hy memorandus dated Jotober 28, 1939, Acting “ecretary of Agri-
lture Harry L. Brown, authorized and Jirected the Pregident, Fedsral

or matiress ticking and for comforters, and to distritute same to
incomes of not more than $400 annually.

- 1ln a memorandum dated Tecember 21, 1939, from Milo Perkins,
Aesociate Acministrator, Agricultural Adjustment Administration, to
the Secretery of Agriculture-—seeking to amend the eotbon vurchases
anthorization contalned in ihe aforesaic memorandun of October 23,
1939--it was proposed and recommended that since low pradez of eotyvon
vere extrangly searce, the Federel Surplus Commodities Gorporation

be authorized to purchase cotton of certaln specified grades and

to delliver such cotton to the Gommodity Credit Corporation in exchange

forters. In the said memorandum, it was stated furthers

211 cotton held by it under the 1934 and 1937 Cotton Loan Programs.
'8 of November 15, 1939, the cotton to which the Commodity @redit
Corporation has acquired %isle and on mand, totaled anvroximately

1antities of low grade cotton are in stock:

4}‘3‘

Administrasion of the iepartment of agriculiurs

ixtension Service inte a Mar Food Adminisiration

Corporaiion, to purchase cotton and sotton fabrics

receive surnlus commodities, that is, to persons

greades suitable for making matirasses and com-

Uredit Corporation recently acquired title to

3#*




Tatal 195,168

w41though the Commodity Credit Corporation has i ile w uhe

and the 1957 Loan Cothon, iu is wasble to sell iy in the opau
ot Decause the miniman priece zi which such cobbon csu be sold
‘eonsidagably higher dhan ihe orTessnd murket level. (i is una
wion, however, o exchange s.ch cotbon for other coiuon of

ser grade, By doing this the sederal Ourplus Commodities Goroora-
on cAn mecure larger quantities of the types of cotton switable

¢ attresses and comforsers for & given sxpendi sure.®

nder dase of Jecember 27, l%?, whe Sglicider, eouriazns of
lyure, advised the Jscretary of sgrigulture, as foliouss

with respsct w0

aimendment o the Lotten Parohass
Program {(Fiscal Tesr 1940)

"5 & Memorandum o The Tresident of the Federal Surplus

ities Jormoration, dtad Jotober 28, 1939, uhe Gorporation
vhorized to purchase cotvon for relief distribulion at &
ximn price of 11.50 cenys per pound. The Yarketing Section,
vision of Marketing and Harkeiing fzreements, now recommencs

Lite maximoy murchage orice be incresased to 15 cente a pound
order that the Corporaiion way buy hetter grades of cotton and
4 the Corporation alse be authorized to axchenge “iese hetter
e with the Tommodity Uredii Corporation flor lower rades suizt-
for use in making maitresses and ¢omforters, from the svand-
ar the Cotton “urchase Program and the periinent statules
wiiel it 18 onerating, there appears to be no legal objeciio:
n exchangs of this iind since suci: exchanse is o be nade upon
bagis of matios determined by the wiluwes of the grades aund

ples exchanged (including location differentinls) as catermincd
Whe Agrienliural Yarketing Service of the  epariment of agricule

YAecordingly, there is iransmitied in the docket herewiilb au
eadment o the Cotbton Purchase Program and a Seesnd Finding and
Errination whiel are in oropsr legal form for signaiure of the

tary of Agrienlture.®
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Consequently, in & gemorandum dated lecember 2%, 1937, the
‘geeretary of dgriculiure amended the aforssald memorandum of Ugicber
28, 1939, to allow delivery of certain grade cotton purchased by

t,}g hdaml Surplus Commodities Corporation to the Commodity Crediti
orporation in exchange for lower grade cotton, and provided that
¢h exchanges should be %in ratios based on the walues of the graces
and staples exchanged (including location ciffersntials) as determined
vy the Agricultural ¥arketing “ervice of the levartment of Agriculture.®
| later amencdment af Februery 16, 1940--izsued pursuant to an advisory
emarandun dated February 13, 1940, from the Solieltor, United States
partment of ig,rimltm » suting oarﬂnentlyz *Since the Commodity
' Gornors 1y th <Jukred 14ry o
griculmrt, there amars to be no legal objection io aecepitance
such a certificate®™—provided that a certificats of the Commodity
‘radit Corporation that the cotton is of a specified grade, color,
ind stanle, as determined by a cotton classer licensed under the
mited States Cotton Standards dct, working under the supmrvision
of a specialist in cotion clsssing of the United States lepartient
of Ag:ricmmu, could be aeccented in lieu of the certificata as lo
grade, color, and stsple othsrwise required, (Underscoring suorlied.)
ourth and fifth amendments dated Jay 29, 1940, and June 22, 1940,
resnectively, inecreased the maximum qaantitias of sotton snd the
nditures therefor.

The memorandum of Uetober 28, 1939, and most of whe auendments
reto were the resalt of Findings and Jetersinstions by the vecre-
ry of Agriculture-——firat through sixth~-—made during the veriod

_ tcbe_ 28, 1932, to June 22, 1940,

Purguant to the directions econtained in the said memorandum

ted Ootober 28, 1939, o him, the President of the Federal Surplus
Samnodd tles Corsoration, in a wmemorandum deted lecember 1, 1939,

thorized and direchted He C. Albin, Chief, Pyrchase and listribution

vision, Federal Surpius Commodities Corporation, te purchase in
continental United Staies and to Jstribute cotton and cotton
fabries from iecember 1, 1933, to and including June 30, 1940, as
authorized by the Acting Secretary of dgriculture. Subsequently,
the said memorandun of imcember 1, 1939, was anended to conform
i sach of tle referred 4o amendnents to the October 2%, 1939,
raviorandum of the icting Secretary of dgriculture. The dctusl distri-
ution of the cotton wag delegated %o the Agrienltursl Adjustazent
idministration by a memorandum agreement of February 29, 1940.

e vublie was informed of contemplated cotton exchanges by
e Commodity Credit Corporation in & press relsase, in nertinent
bart, as follows:

"United States Teparitment of dgriculiure
"igleogge - Immediaie
FASTINGTON, D. C., Jan. 6, 1940

GO PLANS P0 i b Lk=ATE
1934 LOAY COVROY TOR BETTER GRALES
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*Tn order to help supply the demand for low grade colton,

e ‘epartment of Agriculture anncunced today that the Commodity
redit Corporation, as s0on as the necessary nlans can be made will
exchange 1934 loan stocks for cotion of better grades and stanle.
o5t of the low grade cotton of the types desirved is neld under

sha 1234 loan " (Underscoring mannlied.)

Under date of iebruary 9, 1940, the Yederal Surplus Comrodities
orporation and the Commodity Credit Gorporation executed & cotuon
sxchAnge agresment providing, iz pertinent parit, as followsi

n1, Commodity Uredit Corvoration will deliver cotton of
de and stapie and &t locetlons selectsd by federal Surplus
ompiadities Corporationm, such deliveries %o be made in accordance
ih directlons of Fedsrl Surelus Uommocditles Corporation.

%2, Tederal Surplus Commodities Corporation All deliver to
ommodity Credit Corporation an equlwalent valus of cotton in
eordance with directions Lo bs given by Uammod ty Credit Cornora-
0. '

w3, Ihe value of all cotton affected by this agreement shall

be based on grede, staple and lommtion dffarentials as determined

the Agricaltural ¥arketing Service of the Tepartment of Agriculture.”
A memorandum dated June 24, 1940, frow e e Alpin, Grlef,

chage and Jistribution idivision, Federal Surplus Comsod Hies
rporation, to . Jo Harrill, Chief, Audit idvision, is as follows:

"3inee the ending date for which storags has been vald by the
cmmodi ty Credit Corporetion is not azvallable to us, claims received
rom werehousemen for siorage and other charges on cotion recsived
exchange from the Commodiiy Credlt Corporation under Program

-1z will be approved in blank, Tt is understood that when such
poroval is made you will anprove such claims for pavient on the

is of existing Commodity Uredit Corporation contracts with mare-
uges and agreements betwsen the Commodlty Credit Corporation and
ederul Surplus Comnodi ties Corporation effecting this exclmnge.

"4 ig understood that this arrangement is agreeable with you

_ in certain inntances the Commodity Credit Corporation has

id storage beyond the dates that the oxchange agreement calls for

id that records of such osyments are avallable to yon for audit
DOBSS, ‘

- %if this agreement is utisfaeﬁoty to you, will you so incicate
signing and returning the atiached carbon copy of tids letter.®




Th..s wemorandum Was npnmved hy the awd:it Ans.f. 3tka

By nemorendue dated June 27, 19.4&)1, %i. Go AXbin addressed T, T
pghell, rector, Gotton Tivigion, Commodity Gredit Corporati one—
) wrvwroved ths sald nemoravidum-—as !a?lmsz

Waremnce is made to various agreements sntered indo bemen
he Tedaral Svrolus fofmod tles Corporation and the Gomnodl ty Uredit
srnoration, mansct'ﬁ‘;r +he exchange of cotion procired by tbe
ederzl Surplus Commodi ties Cornmoration under Program G-la, for

o owned by the Tommodity Crediv Corporadion.

mog wenant to paragrathe nurherssd 1 and 2 of ‘he rTemorandum of

- mry 9, 1940, an? to varagrash nupbered 2 of the memorandum of
73, 1940, 1% iz now desired to esiablish effeciive dates of
'wsfer of saeh exchange for the nurpose of sstablisniag bases for
mze ocharges aceried against cotton ewchanged. /Underseoring

ieds/

c 074 1g “herefore agreed by and betwsan the ledmral Surpius
roities Corporetion nnd the Commodity (redlt Corporation as

. ®Dn gotton delivered to the Commodity Uredit Corporation by
he ‘ederal Surplus Commodities (orporation, the Commodity Credit
rporation shell pay storage charges aceruing on and after the
t¢ shown for each exchanpe, and on eobton delivered %o the Federal
rplus Commodities Cornoration by the Commodidty Credit Corporation,
o Faderal Surplus Commodities Corpsration shall pay storage charges
ceming 6n and after the date shown for each exchange, nrov‘lr‘ed ’
svey, that 1f the storage iz on & wonthly rate, and if the
rtorage month ending Jute is other than tie day oveesding the date
et fied for such exchanse, =torage will be majd to and inciuding
the negrest following snMne date of suech storage monih by the
reoration owning the toklon before sich sxchange is made.

t exchanze * Yarch 1, 1940, or date of shinment, whichever
- is earider,

June 1, 1940, or date of shi-ment, whichever
ig earliar, '

n
8
a3
g
G
vh

rd evehange 3 July 1, 1943, or dave of shioment, whi shever
is eariier.

airvth exchange : August 1, 1940, or date »f siipment, wnlchewer
ig sarlier. '
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*i¢ this arrangement 15 satisfactory %o you, will you so indi-
te by signing and returning the atiached conles of this letter.”

beequently, the effective dates for the {ifth and for the last
ghange were agreet uvon by the ¢orporgtions iuvolved.

A iater mesorandum of August &, 1940, from ¥r. ilbin to ir.
nell, is as follows:

®mferanee is made to our memorandum to you of June 27, 1940
ecting the establisghment of effective dates of {ransfer for eagh
xchange of cobton under Program (-lm.

"The memorandum referred to establishses Jduly 1, 1949, or date
ahipment, whichever is earlier, as the effective date of tranafer
der tha third exchange.

“Gince stoiage and insmrance charges are »aid o sugust 1, 1940
otion delivared to the Commodity (redit Corporation by the

ilos Marketing Administration under the third exchange, it i@ now
‘red to establish August 1, 1940, or date of shimment, wilchever

arlier, as the effective dats of transfer under the fhird ew-

- PIf this armngement ias satisfact tory to you, will you so indicate
gring and yoiurning the attached copies of this letier.®

'?@Sr. iathell's reply of August 14, 1940, to the czo‘had memorandumn
md August 8, 1940, is as followss

*fiafarence 18 made to your memorandum of August &th regard-
the effective date of trensfer under the third exchange as es-
blished in the memorandum of June 27, 1340,

"Commodlty Credit lorsoraiion has notified warehousemen to
voice storage charges to July 1, 1940, covering cotbon dtlivered
. on the third exchange, to the Corporation snd in some in-
tanees these clarzes have been paid. 1t would be difficult to
empt Lo change ihe arrengements which have teen made with the
Warehouses.

. ®.dnece the cotton %o be received by Commondity Credit Corporation
der the ihird exchange will have atorags charges paid to augusi 1,

'y thare is ne objection on the part of ithe Lorpora.tian to adjusting
he fingl valuations under the exchange to provide for Commodity

dit Corporstion assuming storage charges on the colton delivered
you to August 1, 1940 or the daite of shipment, whichever is earlier,
ded such charges are determinad unon the basis of the storage




rate apolicable under the contract of Commodity Crsdii Corporation
with warehouses.

. "He are returning, herewith, cocies of your memorundum of
sugust Bth,” ' o

The record shows that many of the referred-io warshouse re-
ceipts issued by the lonway (omoress Couwpany were transferred in

the exchange of cotton between the Commodity fredit Corporation and
the Federal Surplus Commodities Corporation, shich oroovation forw
warded the said warehouse recsipts by registered mail o the Conway
Compress Company and recelved the cotion resresented thereby, and
et the tranefer involved in your elaim is identified as the

r¢ Exchange® on the bale tag lists——identifying each bale of

tton by bale tag number, which number serves, also, as ths warehause
ceipt numbepr—-aiiached to aweh of the npald vouchers ixvolved, to

ty Yos. 2-100536, 2~100537 and 2-100532 of the Hovember, 1940,
counts of G, Fa Allen, symbol No. TH-420, covering storage Tor

the montas of July and Augusty 1940, Thus, while she Surplus
arketing dcministration (¥,3.0.0.) paid you for storege covering

th of the months billed on the said vouchers, it appsary that

8 Surplus ¥arketing Administretion actuslly wes pot.lidble for ihe
b of July and, fo that extent, has overpaid it obligstion teo

« fhile you way not have known that the effective dais of the
hird exchange actually was ingust 1 instead of July 1, 1940, thereby
making the Commodity Credit Corpormtion liable for the July storage

n this oese, it is clear from the facts heretofore presented tha

re 18 no basis whatever for that part of the instant ¢laim—apainst
surplus ¥arketing Administratd on——covering the memsh of July,

0. Clearly, since the Surplus Marketing Administration never was
ble for the July storage involwd in the $kird exchange—at any
orase rate—-neither the said idministration nor the United States
Ay be held liable for itihw additlonal sum now claimed for the same
otton for the month of July, 1340,

With respect to the zonth of August, 1940, it appears from caore
cations by & representative of the auditor in charge-~which cer-
lications are attached to the main vouchers anc, also, identify
cotton involved as aequired from the Commodity Credlt Gormoration
xchange o, 3--that with a ederal Surplus Commodities Corporation
4} delivery order (Form 810} there were mailed to you warehouse
fecelots for 12 of the bales, under delivery order No. 2158 on sugust
and 14, 1940, for 57 of the bales, under delivery orders Nos.
297 and 10280, on August 20 and 22, 1940, and for 36 of the bales
ar delivery order ¥o. 9091, on August 26 and 28, 1940. The
onslgnee's receipt, form FSCU 239 {Rev. 3/11/40), stows that the
8310 12 bales and 36 of the sald 57 bales actually were out of storags
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and received by the consipnee, the Fulkner (o., 4e.Cehe Ireasurer,
on August 14 and 23, 1940, respectively. Hill of lading FBC~1147692
‘ghows that the remaining 21 of the sald 37 hales were received
by the carrier for shipment on Sugumt 23, 1940, 511l of lading tYo.
1149632 shows that the 36 bales of cotion, for which the warehouse
receipts were forsarded to you on August 26 and 28, 1340, were
received by the carrier for shipmeni August 28, 1940, Ailthough a
part of the total of 1085 bales involved aprarently was in storage
or oniy 14 days, more than half of the bales for but 23 days and
e balance for 28 days, ytu were pald for the whole month of Auguast.
et, without erediting the Surplus ¥arketing Administration with
he amount determinable by sonlying the contract rate of 12% cents
ar the first 15 days—-to whieh the Surplus Marketing Adminmistration,
evan under your own ilnterpretation of the contract, is entitled
vy the plain provisions of paragrash 2 of the contmt——you now
emand an additional sum, :ieny;ng the right ef the Survlus Markei-
ng <dn nistration to apply the Commodity Credlt Corporation con-
ract rate of 124 cents per bale ner month, alleging that paragraph
“of the contract, restricting the Commodity Credit Corporation
mtract rate to a peried of 15 days from the date of the Commodity
ALt Uorporation’s release of the warehouse receipts, precludes
he Surplus ¥arketing Administration's ap-lication of the contract
te to the storage charges involved in your claim and entitles you
the total amount clumed.

. Tt wonld an»pear that even if your iheory were accepted, you
would not be entitled to any adcitional sum as storage for the
onth of August. If the Surplns Marketing ddministration were %o
precluded from apslying the conitract rate and, therefore, were
he limited in its exerelse of the said &antmct o the 15-day
roviglon in pamgrash 2 thersof, paragrasch 1 providing for a charge
f 124 cents ver bale for a fractional part of & month could not be
1lled to those invelved in that part of pamgraphk 2 relatdng io
absequent holders of the warchouse receipis. New could such pro-
sion be defeated by your published tariff rates Losofar as thils
irticular claim involves the month of August, 1240-—the only monih
or whlech the Surplus Marketing Admimistration is in any way liable—
te the transfer of the wmarshouss receints srecifically was akde
f_t‘ectma by the Jurplus Marketing Administration and the Commodity
redit Dorsoration as of August 1, 1940. ‘fo construe the transfer
e wirehouse recelpts as sffactive at gome date other than the
‘nation date of the Commodity Credit Corpormtion’s liability for
rage is ummarranted, by reason of the refsrred-to and quoted
memorandum of June 27, 1940—wherein there are stabted the "effective
. tes of transfer of esch exchange for the purpose &f sstablishing
es. Tor storage oharges acerued against cotton exchanged”-—as
nded by the quoted memorandum dated dugust 14, 1940, from G. o
‘iﬁthell to He Cy Albin.
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Also, with respect to the first underlined portion of para-
graph 1 of the partially quoted econtract, your attention iz invited
to seetion 3648, YRevised Statutes, 31 U.5.C. 529, providing, in
partinent part, a8 follows: , :

"No advancs of mublic money shail be made in any case. And
in &11 cases of contracts for the performance of any service, or the
,delivery of artiecles of any deseription, ror the use of the inited
States, paynent shall not exceed the value of the service rendered,
or of the articlas delivered oreviously to such payment. % * =¥

Under this statutory provigion, the United States may not bs obligated
to pay storage eharges for the -eriods during which no gonds ware

in storage, Thersfore, even if the contract were to be sonstrued

as you contend, . would be entitled to be raig at ihe 18—cent

rate, whieh you ¢liim, for only certain portions of the last halt

of the month of August, that is, 8/16 and 13/16 aftar August 15,

1940, wheress vou already have besn paid for 15/i& with respect to

all the cotton, or for the whole remaining half of the month of
August, and thereby it would result in your being indebted to the
United States, as followst -

Payment Made , Paymént ine
' Noe of B~16 to B-31-40, inel. 8-16 to 8=3i=40, inel. Over Iue
Bales Mo, Iays Amount No. fays  Amount  Payment Iniied States
16 %225 13 (13/16 of
, \ $2.70) $2.19 10,06
16 225 8 (8/16 of :
16 2,63 8 (8/16 of
3 #3.15 1.58 20 U
. Total -53.22" #3.51

The sum due the United Stntes ie__u]jd, of course, be materially {nereased
if your whole sccount wore to be reaudited.

However, T am constrained to conclude that there I8 no con=~
ceivable basis upan which thik office might properly gllow you eredlt
for any sum in exocess of that nrovided in the referred-to and quoted
contract of October 16, 1939, I+t spoears that of your total clain
for §10,50, you never previously made a claim for the item of 5425
reprasenting the amount alleged to be due for “Shipning by tag
muebers*s also, it avpears that the claim voucher subnitted in the
sua of 10.50 is one which was withdrewn or selected out by the

N
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administrative office from a number of claim -youchers aggregating

over 4200, submitted by you to the Tepartment of Agriculiure. Irrespective
o7 what construction of the involved contraci w:ght be adopied, or

shat »ight be the service charges coptained in your pubiished tariffs,

he warehouse reseints issued on the cotton involved in your clsim

do not reserve & lien~~in the column on the receipt proviced for a
gtatement of the liens claimedwfor shipping by tag Tugbeyrs antd,

‘gingce the document purporis to be a nﬁgatiablgfinstmmntﬂnd anparently
, Fed c 3 #arehouge Company v. Free (S.C. Arkansas, _
935), BR S.%. 2d 253, 254-~you are precluded from claiming any smount

or shipping by tag mmbers and are obligated to surrender the cotton

ree therefrom, in accordance with the spacific terms of the warehouse

L
eceipt, in pertinent pari, as follows:

v % % pon the return of this receint and the naysent of all
charges and liabilities cue the undersigned warehouseman, a3 siated
berein, sald one bale of cotton w11l be delivered o ths above

pamed cepositor or begrer.® (Uncerseoring pupplied,)

here the -wner of cotton stores it with a warehoussman a2t an

gresd rate, charges on the cotton already stored may not be in-
reased unless the owner agrees thereto, Cowart and apcer v.” Bush,
139 Ske 920, A charge not entered on a negotiable hogse recelpt
"the time of the issue thereof is inwalid, Wilson skl ling Co

ne. v Foust Flstilling Coy {ieCs HaDs Pae, 1943

_ ‘The ismsuance of a negotiable wmrehouse receipt inmports an
ygreement, by the warshouseman to hold the goods noy solely for the
depositor but for the holder of th; urehyu receipt, whoever he
mey ba—h, K, 1 gngd Corme , V. Planters 011 Mill and {in
: 153 Se. 9; National Fabch G v."Eepire Stom
¢ce_Company, 12 S0, 20 565, 58 S.W. 28.797, certiorarl denied, 20
ount to him therefory A, K, Burrow and CONogng
F rs 011 ¥il) and Gin C¢ yva, and all stipulations
ipt which niace ocbligrtions on iLbe warehousenan for the
+he holder of the oroperty inure to the henefii of ine

With respect to the sicrage rate proverly payable-——thatl is,
he dther claimed iter of {5.25, as distinguished from the claimed
item of 75,28 for #hipping by tag mubers—it cannot be overlooked
that the specific stipulation in the warehouse recelnt recogmizing
the depositor-bailer's right to:a reduction in the storage rate per
bale per month from 25 cents te 15 cents afier the cotton has been
storage more than three months, offers persuasive grounds to
supoors an additional reduction of a mere 24 cents per bals per
®onth, or to @ rate of 12} cénte after the cotton has been in stors
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for over 60 menths, or for a veriod of over five years, lrrespective
of any contracts 1im fact, the record shows that even in the early
 part of 1935, less than a year after your issuance of the warehouse
 receipts lnvolved, there were available cotton stormge rates as low
as 12 cdnts per bale ver wonth as shown in a letter dated April

13, 1935, from U, ¥, Bxthell, Ireasurer, Commodity Creclt Corporation,
40 ¥r. B. L. Taylor, President, Federal “ompress and ¥arehouse Company,
Nemphis, Tennessee, as follows:

"Thig will acknowledge your letter of April 10th foffaring a
rats of 15 cenis per bale per mmtﬂ, with further reference to the
handiing of reconcentrated cotton.

"He too are interested in moving cobton from congzated voints,
although wo are also interestsd in reducing the storage rates on
‘cotton pledgesd as security to twelve ocent loans due Lo the fact
that it now mppears that this cotton msy be under the loan for a
:'ZeMifhnhlﬂ langth of time, :

... ™ do not, however, see your poeltion in offering us a raie
o apsly only on cotton moved from some of your other warehouses.
This would leave us in a position to take care of only a part of the
congeation and we would have no means of relief for the independent
‘marehouses whieh might be congested.

apwe 20 ] L 5 R Ltive .’p ar nlants.
‘This, of courss, that in sactions where we have these rates
t will be necessary for us o awail curselves of the lower rate.

= *We shall be zlad to enter into .an sgreement with you on the
basis of a receiving chirge of 15 cents per bale and a charge for
‘stoyege and insurance of 12} cents per bale per month or fraction
thareof, such agreemsnt to apply on any cotton that we might recon-
eentrate to your plants. ' ‘

_ “¥e would also expect to consider the cot.tm‘ which yos have
already reconcentrated as under this reduced rate from the siate of
reconeentration, "

"ie shall be glad to hear from you in this connection® (Under-
oring supplied.)

Further proof of the availability of retes lower than those
offered by your compiny, irrespeciive of any coniract, is to be found

in the minutes of a confarence held in the Board Rooa of ithe Commodity
it Corperation onm August 15, 1939, in pertinent part, as follows:




ol
" # #*

®yr, Anderson /B. L. inderson of the iraders Compress Co./:
11f this Alabams decision is correct, will it be your polity %o give
consideration to the thought that ths warehousedmen will assume the
1iability and be entiiled to the fruits? e have executed a fsrehouse-
nan's Certificate and Wgiver for liabiliiy beyond the time ihe cotton
is in our nossession. Lo you not think that ealls for some considera-

tion?t

_ "¢ ihe ootton which has been repossessed, have you sold any of
the cotion back to the shioper? ‘The farmer has paid his note and
claimed his cotion and then sold it, He satisfied your bill and
hen sold it, ioes the obligation in that certificate follow that
cotton after the farmer has withdrawn his note?!

Y¥r, Fathells ‘'With respect to storage m'bcs that 18 my nndere
ttanding of the Alabama dcoisitm.

"y, indersont 'is this 1«% cents rate you have from my territory?'

.~ WMy, Rathell: %'ie have rates availble in most locations at
that figure or lass, e are not prepared to give dut information
a8 to the rates in provosals submitted. ®e have 12 conis rates in

ew Orleans and Julfport at the present {ime, #e have pronositions
which have been mide and are being considered.’ ‘

* * #

¥ipre Jo ¥, Johnston of the inerican Ports Cotton Compress &
darehouse Amsociation: '# * ¥ Certainly, 1 believe the Oovernment
and everbody olss fesls like the ‘vexT“purcose of the loan was to
benefit the fxmmers and uot 1o subsldize the warshouse operations.
#¥ % ¢y had advice from New Orleans yesterday that the largest
press and warehouse in the world had reduced tHeir-vate for
ton to 15 cents per bale, including insurance, If they can store
roducers' cotton or merchants® cotion at 15 cents per bale, including
insuranes, it certainly seems that a substantially lower rate wuld
" jultificd for long time stored cotton.'

"% % % ks think 124 cents as suggested by you is quite reasonable

' w?“beliew you can store all the cotton at that rate or sven lese.
i fi

conjure some favorable infsrence that you nevertheless should be
¢ your presently claimed mte oz;‘ 15 cents per bale ner month would
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‘pe to substitute speculation for proofs. Proof so contradictory

4o your argiment-—as stated in the partially quoted letter of
eptembar 27, 1340—of an alleged need for a higher rate from the
‘aderal Surplus Commodities Corporation is no oceasion for an
inference that a rate of 15 cents per bale ner month ie required,
‘but rether supporis the view that a rate of even 123 cents per bale
_per month actually is mors than sufficient to constitute a fair
‘and reasonsble return on the warshouseman's investment. In viaw
_of the excestionally long veried during whieh the involved cotton
stored in your Conwsy, Arkansas, warehouse and, in view of &the
vailability of othar more reasonable rates, it seens clear that the
ate might fairly bave been sopreciably lower than 12} cents, even
under the sontract involved,

Moreover, there is no conciusive showing that the service whieh

u rendered the Surplus Marketing Adkinistration was in any resvect
differsnt than the service which you rendared, orwere cbligated
rendsr, the Commodity Lredit Corpormtion. In other words, it is

t established chat the service you furnished the Surplus ¥arkete

ing Administiration was different than that previocusly furnished the
Commodi bty Uredit Corporation or which the Commodity Credit Corporation
s entitled to require you to furmisk under the contract. You wers
sontractually bound to remeve the involved cotton from storege when
requested and, irrespeciive of any theory of corporate metsphysics, L
“seems immaterial that in this case the Surplus Marksting Administra-.
accepted the cotton from the Comrodity Credit Corporation while
t111 in storage and that when you finmally were requestad to remove

t from stomge you mowed it for the burplus Marketing Administration
rather than for the Commodity lredit Uorporstion. “heve is nothing

n the contrset to guarantee or to indicaie the time, the manner, or
der what circumstances you would be recuired to fulfill your obliga-
:ion to move the eald cotton from stormge. On the contrary, the files
of the Commodiity vredit Corporation show that the Corporation made

it clear that the "Corporation does not guarantee to leave cotton

1 storage for any specified length of tiwe,* and that under date

pril 11, 1940, G, E. Hathell, Director, Cottom Iivision, Commodity
Credit Corpomation, advised R. L. Tayler, Chaimman of the Board,
Federal Express and Warshouse Company, in periinent part, as follows:

%Commodity Cradit Corporation hag pever entered inte any agree-

ment for the storage of cotion or any other $omacdity owned by

or pledged %o it whereby it agreed to store the commodity for any

finite period of time, +#urther, the Corporstion has carefully

frained from giving any warehouseman &nry assurance, informal or -
herwise, concerning the veriod in which the commodity will be

ored #-# #,% (Underscoring supplied.)

* referred=to and quoted memorandum of .ecember 21, 1939, clearly
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shows thet before the negotiated exchange of the cotlon with the
Surplus ¥arketing Adwinistration, the Commodlsy Credit Corporation
had been attempting to gispose of tha cotton but that it was Punable
‘g sell it in the opern markel beokuse the mintmam price at which
‘such cotbton can be aold is consldarably higher than the present
‘market level,” Insofar as any provision of the contrect ia con=
cerned, the armangewnted which the Bomuo:l by “redit Corvorafion might
pave rade to dispose of the cotton geuld have involved a much greater
‘service than that rendered in removing the eotion for the Surplus
Marketing acministration. In fact, the allegations of addi tional
~and different services rendered the Surplus Yarketing Administration
{federal Surplus Uommodities Sorporation) te supnort your referred-
to claim in the sum of £1,465.,70 aobear even mdre unernvineing when
orsidered in the light of ths record of invoices submitted, it
pearing that on a subsigntial musber. of Lhe vouchers, which you
eibmitted Lo the Surplum Marketing Administration you cortified
ho rate of 12% cents per bale par wonth—that is, the rate provided
& the Commodity Credit Corsoration contysct—as “correct and Just,®
grefore, at one time, at least, you anparenily considered that
12% cents per bale per month constituted 2 falr rate o zive you what
you consicered properly due you as eospensation for the same mervice
Fleh you rendered the Surplus Marketing idminigtretion in eornen-
tion with the cotton involved in your present clalms. it thus appears
1t your allegations of additional and Miferent services rendered
 Surplus Yarkeiing Administration (F.S.C.C,) are induced by an
afterthought and now are sntrocueed in an atiempt to holster, by
alleging nnastablished faucts, that which herstofore has been demonstrated
o be an srgument having no substantial merit. Howeva:r, even if
your realizations oat of the contract may not have come up Lo your
exectations, the contrmct obligations and considerations are oy
subject to alteration by reason of such 3 situations Tt is well
sattled that the law requires the varties to a conbract to do whas
hey have agreed to do and that vperformance is not sxcused by the
fact that the contract may be considered by one of the narties as
ble or Woﬁedl‘y burdensone.,

hard and improvidsnt, less profita
p- . .i&‘. :. e_o)!~ MY Ve M’ %9 Utgc 399;

,r_gx. g_ ted States, 245 J.9. 1593 Jnited States v. Gleason, 175
is- 5 i . &a, Rad 1 Y §§ﬁ§£; 160 ﬁogjo 514, 528.

T4 is omly a fortultous circumstance that the convenisnce of
two eorpormtions was bhest served by making the sxchanges effective
are the cotton actually lef% the warehouses involved. Hac the
omnodi ty Credit Corporation chosen 1o have you remove the cotton

the earriers before making the exchanges effsctive, nothing in
your contract would entitle you to bill the Commodity Credit Corporation
n extra eharge for shipping by tag numbers. The facht that the
emnocity Uredit Corporation chose o have you select certain bales
or the use of the Federsl Surplus Commodity Cornoration instezd
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of having you withdraw the bales at random could hardly be grounds
 for charging the Yederal Surplus Commodities Corporation for the
. gervice in affect requested by the Commodity Uredit Corporation.

Notwithstanding the emelusiveness with which the epecifie

- terms of your warehouse receints preclude your elaim for (1)

. shinning by tag nusbers and—wien associated with the already rolated

~ facts showing the availability and prdpriety of storage mtes lower

‘than you ave claiming=-(2) a storage rete in excess of 12% cents

_'per bale per month, it is Lo be noted that pamegranh 1 of your

. contract with the Commodity Credit Corporation, providing that the

charge for storage and insurance shall be 12% cents per bale per

_gonth, or a fraction thereof and that "No churg&*shnll be vade

_ for storage or handlin: of samples, ranging sotion or-pieking out

flat delivery or loading on tracks or inta -cars for
shipment® is but a republication of ‘that to which the Commodity

redit Corporation already was entitled under the provisions of the

referred~to and quoted warehouseman's certificates and waiver stisulat-

ing that the "Iien for all charges, inecluding rscelving, tagging,

weighing, storing, aanpling, turning out, and insurance, will not.

be clalmed for more than® the rate por bale specified in the said

cortifiente and waiver, which rate per bale ig modified by tha pro-

visions of the warehouse receint and by contracts subsequantly executed

otwesn you and the Commodity Uredit Corporation (underseoring supplied),.

In a letter dated November 1, 1935, from G, F. Fathell, head of the

catton division of the Commodity Lredit Corporation, t¢ various

warshouses, 1t is stated, in mrhnﬂnt vart, ds follows:

"Our interpretaiion of the e:mmasmn, '‘turning out,' as used
in the Certificate and Waiver, is precisely the sane as it has been
for the past two yeArs. e interpret this term to mean that the
cotton will be loaded by the wa ehouseman without any charpe for
such loading, whether such charge is termed by ths warehouseman as
‘flat delivery', 'loading out!, or any oiher term. IThis is the
construction meh we have vlaced on the temm, 'tumming out! for the
past two years and has been generaily accepted by ihe warchouseman.®
(Unﬂemcoring supniied. )

That the Commodity Uredit Corporation specifically vrovided in
the wmarehounsemants certificate and waiver, and later in the involved
contract with you, for shipping by tzg mimbers, provides abundant
evidence that the corpomation contemplated the posgibility of re-
Qilring you—and avparently ¢i¢ require you—-to shin the cotton

by tas nunber selections rather than by bales withdrawn at random
or by whole stacke. Also, such evidence is persuasive %o show that
at the time of the exseution of both the certificate and waiver and
the dontrect of October, 1939, you considered the stipulated rate
per bale ver month sufficient to provide reimbursement not only for
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the apace occupiad, the insurance cOVersge, handling of samples,
ranging and loading on spucks or into oars for shipment, flat delivery
costs, but alme for pleking out {shipping) by tag numbers. In

other words, the consideration which the Commodlty Credit Corporation
exscted from you before agresing %o pay the stipolated rate included,
among other thingd, all of the specifie service items, of widch oick-
ing (shipping) by iag numbers is one, #henéver you received any

sum, as for storage, from the somnodi by Credit Corporation—or later
from the Fedsral Surplus Commoriities Corporation {Surplus Yarketing
sdninisization)--a part of such sum was compensation in advance for
ihe various referred-to services lafer to be verforned, which both
you and the Commod! by Cyedit Corpomtlon agre=d ware reflected in

the stipulated montihly rate, and one of such services g» naid for

n advance wem picking {shinping) by g numbers. Sntil you per-
formed the servicesw-guch &s shipning by uag nunbers—for which the
advance payments wers made, your right to receive and hold such pay-
sents wWas no more than the right of a trusies whose duty, in this
cane, vas faithfully to discharge the obligation of performing whe
said services without compensaticn in exceas of that held by you

2 trust therefor. The advance payments not only vested an indefeasible
1ght in the Commodity Credit (orporation to require the said services
 thoub additional compensation but, also, formed an insevarable
crement to each bals of cotton, enhancing 1is value to anyons
ecoming entitled thareto by virtue of z transfer of the w.rehouse
receipte—representing the eotlon~Dy the Commodity Credit Corpora-
Thue, 1% mettered not that there might be some changes in

.40 pi ciary of the itrust imposed upon you so long as the
ost imnediately tangible anc purmanent beneficiary of the frust wus
cinttel bailed--the colton-—rather than the bailor, Once the
value of the cotton became augusnied by the trost obligation imnosed
on you, the augmented portion of such value became fixed and,

4 you failed as bailes to recognize guch augnented value by refus-
_ing t perform the services impowed upon you by the trust relation-
ship, you would have rendered yoursel! amenable to damages for breach
of trust and to possible eriminal prosecution undsr the pertirent
quoted provisions of the United States “arehcuse Act and the Uniform
Warshouse Receipts Act, irrespective of your liability for breach of
contract with the Commodity Uredit Corperaiion, dlso, there is
for consideration the fact that a warehousemen is bound io deliver
the demand of “he holders of the warehouse receiois,

- aas & W¥arebouse Uompany v. Coleman, 109 3o. 20, 21;

T 5 CG. V. Drecure, 282 ?, 165; and, if delivery is re-
famd, the holders of the warehouse receipts are entitled to the value
of ihe cotuen for whieh the nceii}zts are issued, Sewell, ei al. v,

Fedgwl Compress & Rarehouge to.'(ivkensas, 1937}, 106 5.H. 2d 209.

Notwitheiandihg the allegations in the nartially gooted letier
of Swtember 27, 1940, that the cotton stored by tha Lommodity Credit
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Corvoration is not & movin} stock and remains in storage for “a
‘eonsiderable length of time,* neither tie conirset nor the ware=—
‘houseman's certificate and waiver contain any reference Lo the

‘exsct length of the time in'which the cottam would be kept in storage
‘and, thersfore, nothing could have prevented the Commodity Uredit
‘Corporation's demanding that you w.thdraw the cotton by teg numbers
‘at any time, with no liability for any charge in excess of the stioulated
rate per bale par month or a fraction thereof. ¥hat you believe Lo
pe "a considerable length of time® is not knowm. However, the
‘Commodity Credit Corporation apparenily considered the cotton already
‘had been in storape for a considerable length of time in the early
part of 1937 when in a memorandum dated February 9, 1937~~included

n the minutes of the meeting on that date of the exetcutive comuittes
f the Comuodity Uredit Comworstion——issued to all warehousemen, the
arehousemen were advised as follows: ™

0 ALL WAREHOUSEMEN:

- MCommodity Credit Corporation has recelvad sdvices that in

sany instanees warehousemen are making excessive charges for deliver-
ng lomn cotten which is released to producsrs or to pariles named

yy the producers to receive the sofion.

. ®This relesse plan is designed to &Kilow such varts of the loan
tocks as are required to move ifito:.gonsuming charmels and provides
certain convessions to producers as cdnaensation for handling the
sale of the cotbon. ) T

"If excessive charges are sade by warehousemen the nroducers
will not be in position to obiain any compensation for the sale of
the cotion and, therefore, will net be interested in disposing of
he cotton, tims stopping the movesent of the cotton wilch Bay be

required for consumption,

| %{he warehouses gensrally have had this evtton on storsge for
long veried of iims-and have obisined adequate compengation for
services through (he starape charges shi¢h have been oollected and
Te now accrued.

teammodl ty Credit Coynommtion feel Al wareiion should
no charpes for deiivery of cotion which gould nok prooy
Rl i AtWL R g +_Jeary e if .-‘;A COLLON Ware -i,, pDREd | I'on

shouse by the Corporation:” (lnderksoring aupped.)

L is obvious from this mamorandum that ithe Commodity Uredlt Corpora=-
‘on would not have hesitsted in Vebruary, 1937, to reguire that all
ihe cotton be shivped from the warehouses and that there be

ndered in that connection any services provided for in the contiract
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or the form of shipment requeéted. That is to say, it ism clear
that the Commodity Credit Corporstion was certain that in February,
1937, the warious payments, made in advance by the corporzidon to
_you for the aforesaid services, ad reeched such an aggregate sum
f monay as amply to provide the reisbursement reasonably to have
been antioipated by you at the time the warehouseman’s certificate
and wiver provision was executed.

Thus, the corporation-—entitled to have ihe cotton delivered by
tag vumber selections from any of the wayrchouses, including your
om—had no hesitancy in requiring the warehousemen to “make no

rges for delivery of the cotton which could not proverly be
ascessed against the cotton if the cotton were shinped from the
warshouse by the Corvoration.,” Viewing the matter in the wost
avorable light insofar as your position is eoncemed—-by granting
or purposes of argument, your right to anticipate siorsge for “a
considerable length of time® when the certificate and walver was
ecuted, and to consider that the right of the Commedity Credit
ornoration to the services provided in the certificate and waiver
rovision, such s picking (shivping) ou’h by tag number, eic., was
it an inchoate one not becoming congumnate until the exniration of
a considersble length of time"--it is manifest that the right of
he Commodity Credit Cormoration %o have the coiton delivered by

tag numbsr selections had become a consummate cne by February, 1937,
and—in ths absence of any defeasance in the contrast--being so
asted, it remained soj most persussively so, because the warshouses
already had been paid for the rights No longer gould thers hawe been
&ny proper exneotation that additional consideration would be due
from the Coomédity Credit Corporation—or from any successor of the
syroration's interest in the cotton--al the time 1t shonld demand
hat the cotton be selected and shioped by bale tag numbers to whom-
wver the Commodity Credit Corvorstion directed it be delivered,

The requisite consideration long had been fulfilled by the Commodity
Credit Corporation. The enly consideration unfulfilled was your
obliptlm %o furcish, when required, the svwecified services such

8 picking {sh: noing) by tag nusbers, etc.

Trrespective of the referred-is and quoted memorandum of
Yebruary 9, 1937, thers is not found any reasonable basis, elther
nder the facts of the cigse or under any well established legal
or equitable nrecepts, which ecould sunport your claim for additional
sume for shirming the cottorn involwed by taz numbers. The faot

® that you may alresdy have been paid, in sffect, at least three
ima for making such & shipment inasmuch as the cotion continued

i storage after the referred-to memorandum of February 9, 1937, not
nly one year or two years, but much of it well into the third year.,
Hence, there can be no reasonable doubi that you already have ieen
nost libeyally reimbursed 7or shipping the cotton involved by bale
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Coreoration and its funations, Fopr the same reason it seens 10

_be avpropriate Lo review the Gorporation's lean prograns for the

. psriod beginning with their ineception in 1933 rether than merely
for the fiseal ysar ending June 30, 1940, which was the first year

of overation of the Commodity Credit Corporation as pari of the

United States vepartment of Agriculture.”

Later public recognition of the gorporation's change in status

was ma e M‘y 12’ 19&1, hy s (arl 3; Tobbins and Hixte Hobert Shieldﬂ.
ihe Corperation's president and general counsel, respeectively, in
the hearings ¥ay 12, 1941, on H. R, 4972, "CONTIRCAACL oF QIMRIOT £
¢l COR'OEATION,® before the House Comaitise on Banking and
Currency, 77th Congress, lst Seasion, the printed report of which
hearings, pertinent in thie ccunection, is, on page 42, as follows:

rdp, Patman, 1o you not consider that inias is an &gency of
the Government, responsible to Congress? Do you pot agree on that,
re Tobbina? I do not think there should be any question on that,

Ny, Tobbins. Lnder the President's reorganimation plen

hich begarme effective Jaly 1, 1939, the Commodity Lredit Corpora-

1on was made & part of the lspariment of Agriculiure, and ny inter—
pretation has been that that mesnt thai the Corporation was no longer
o=called indesendent agency but was vart of the lepartment of

and thersfore responsible to the Secretary of agricultare.
"up, Patman. You drew this bill, I assume, d4id you not, or had
4rawn? o

»yr, Dobbins. 4r. Shields, here, our legal advisor, aided in
fing the bill,

"y, Patman. You state in the bill it is an agency of the

~ "¥pr. lobbins. Sinece you ask again, and you are & lawyer, [
1d like to ask ¥r, Shields whether that Yerm has any particular

chnieal significance.

. “Hr, Shields, %e agres with you, Congresemen, this is an agency
of the United States, and is now, after the reorganization plan, &

part of the ‘evartment of agriculture, just the same &s any other
, that i d & diiferent origin. She answer to your

question is 'Yes,' so fur as we are concernsc.® (Underscoring

Still later acknowledgement of the corporation's change in status
found in a statement by Chaster C. lavis, administrator, War Food
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Adm nistration, on page 3 of the nrinted report of the hearings
before the Senste Commlitee on Banking and Currency, 79th Congress,
1st Session, with respect to S. 1108, in pertinent part, as follows:

"% % # (nder the Presidential Feorganization Order, effective
July 1, 1939, the Corporation became & part of the U, 5. Jepartaent
of Agriculture, and the exclusive voiing righis of the Corporation's
gtock were vested in the Secretery of Agriculiure by an Fxscutive
order of the President dated August 7, 1939, # % #¢

Pages 7, 8 and 9 of the same printed report show the balance sheeis
‘of the corperwtion, titled *U, S, Tsvarimeni of sgrieulture--Comsodity
(redit Corporation—balance sheet.," That the quoted siatements made
by the said two offieials of the corporation and by the far Food '
duinistrator are & true representation of the status in which the
cornoration actually went about performing its activities arfter the
‘affectiva date of the reorganization plan, finds gbundant conlirnae
‘tion in the already related general background in which the Secretary
of sgriculture {Jepartment of Agricnlture) e¢lsarly apoears as the
rincipal upon whom both the Commodity Credit Corporation and the
fgderal Surplus Commodities Corporstion, as agents, relied to
.suthorize the exchange of the cotton involved in tiis case. That
‘these corporations cleared through the Solicitor of the Lepartment
_of Agrieulture the nroposed exchange of high for low grade cotion
‘and that the Solicitor advised the Secretary of &sriculture before
_be suthorized such an agreement would seem to contradict your
“sontentions that the twe corparations are complete and separate
‘gntities and thet %“Hech of them seamed to think they possessed or
“sould nossess cotton thai they had the right to trade, barter or
ell,”

. The status of the Commodity Credit Corporation in negotiating
ith the Fedsral Surplus Commodities Uorporation is aoparent in the
‘backpround of these negoilations, which shows that both corporaiions

‘acted by and through the advice and consent of the Secretary of
Agriculture as the representative of the lLepartwent of Agriculture.
‘And it 18 not by mere chence that irese corporations so acied

for in the =essage from the “resident of the United Siates trans-
_mitting Feorganizacion Plan Fo. 1 to the Congress, 1t is stated, in
pertinent part, as followst

. ®ihis Act ﬁeorpnization gt of 19327 says that ths President

shall investigate the organisation of all agencies of the Uovernsent

“and determine what changes are nocesssry to accomplish any one or
ore of five -efinite purpones: :

(1) To reduce expendtures;
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*(2) o inerease efficlency;
*{3) Yo consolidate agencies &ccording to major purposesg

u(4) o reduce the rumbexr of agencies by consolicating those
having similar funcilions and by abolishing such as may not be necessary;

*{5) 7o eliminate overlavping and ruplieation of effort,

%Yt being obyiously impracticable to complete i is task at one
. time, but having due regard to the declaration of Congress that it
 should be accomplished immediately and speedily, I have desided to
“undertske it promptly in several steps.

ihe First step is o imnrove gver-all nanagemsnt, that is, to
do those things which will accomplish the purpopes set out ln the
“law, and which, at the same time, will reduce thé™difficulties

of the President in dealing with the multifarious agercies of the
@xecutive branch and assist him in distributing bkis respomsidiliities
_as the chief administmator of the Governmeni by providiag him with

" the necessary organization and machinery for betier administrative
“mhnmgenent,

: ®The second step is to lmprove the alloeation of departmental
jetivities, that is, to do those ihings which will accomplish the
rooses set out in the law and at the same time help that part of

ths work of the exacttive branch which is carriecd on ihrough excoutive
departments and ageancies. In all this the responsibliity to the

onle i through the President.

*The third step is to ixprove intradeparimental managemsni, that
s to do those things which will ensbls the heads of decarimente
and agenclea the beitter to carry out their own duties and distribute
- their own work among thelr several assistants and subordinates.®

- Coordinstion of functions and activities withia the Tepartment of
griculture patently was éne of the chlef purposes of placing both
the Commodity Credit Corporation and the ‘ederal Surplus Cemmodities
Comoration under the lepartment of Agriculture. To consider your
oirticular storage agreement with the Coumodlty Credit Corporation—
tered into after the Commodity Credit Corvoration as well as the
sderal Surplus Comnodities Cerporation became & part of ithe lweoari-
mant of Agriculture——inanplicabls to the Federml Surplus Commodities
sorporatlion, as successor in interest in the cotton storege under
the agreement, iz to ignore the coordination directed and anticinated
feorganisation Plan Yo. 1. The disposition of coiton such as was
changed betwsen the Commodity Credit Corporstion and the Federal
Surplus Commodities Corporation constituted one of many activities
which the two corporations~as denignede—supplemented each otner,
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Other indications of this interdependence are shown in the partially
quoted orovisiona of (1) 6.€.C. Cotton Form 1 wherein reference is
made, 7in the introductory naregraph, to the Reeonstruction Finance
Corporation, and in paragraphs 15 and 12 to the Federal Heserve
Bank, and (2) Commodity Credit Gorporetion Cotton Form 4 wherein
reference is macde, in paragraph 6, to gny Federel agency op instiu~
mentality; in parsgraph 8, to the Secretary of Agriculiture; and, in
paragrach 9, to the Feconstruction Finance Corporation. In agree-
ing vo store this cotton, you became a part of a stupendous govern—
mental program) and to differentiate, as you attempt to do, between
one GCovernment corporation and another in the same department in
eonnection with this program is to ipgnore the actual facts of public
record as to the essential interdepsndence of the various govern-
mental relief organisations shown in the various referred-to acts
of the Congress, “xecutive orders, press rolsases, and articles of
ineorporation t0 have been anticipated by those who designed the
said organizations, Obviously, no such differentiation, as you
provose may be indulged. These two corporations, in the matters
covered by your claims, did not act with the same independsnce as
the ordinary business corporetion but were mere glier egos of the
Seeretary of Agriculture—-functioning at the time in the Tepartment
‘of hAgrieulture. See page £9 of hearings on H. H.. 4972, Therefore,
‘the cotton storage contymet in this case, in effect, was executed
‘betwsen you and the Department of Agriculture, and it is only the
‘Lepartment of Agriculture which claims the rights granted thereby.
‘This fact readily distinguishes the present oase from the cases
“ipon which you rely, United States v. New York Geniral & St. Iouls
‘Hailroad Co., 32 F. 2d 827, and Istroit, Tolede & Ironton R, F. CoOo
Vo United States, 79 G, Cla. 227, wherein the United States Shipping
card ‘mergency Fleet Corporation claiged certain rights under an
agreement specifically resiricted to the Quartermaster's Lepartment,
United States Army, United States Interior lepartment, or Und ted
tates Heclamation Service, and wherein it was held that, since the
‘agreement related solely to the property of three specified devarti-
ents, it excluded all othar Covernment nreperty.

In this case, no decartment, other than the one to which your
reement relates, is claiming any rights under the agreement. Aiso, in
hism case 1t has been shown that the Commodity Credit Corporstion is &
art of the Department of Agriculture and that the “epartment of Agrieul-
ure, through the Secretary, controls and manages the affairs of the
orporation. In the cases ¢ited, the units involved and the service re—
quired by the Covernment corporation seeking the orivileges of the agree-—
ment with the particular railroads were separate and diastinct froz those
he departments specifically mamed in the agreement; thereby oresent-
on the surface at least, some sesblance of resuliant contractual
costs greaber then possibly may have been anticipated by the contracior,
hereas in this case, where the service required and the units involved
T the same—-the identical sotton already being held in storage for
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the Commodlity Credit Gorporation, with all services involved already
paid for in advance--thers is nothing %o warrent & presusption of
any costs in excess of those wiich reasonkbly may be considered to
have veen anticipated ai the time you entered into the agraement.

The irdtial statement in your contrast makes it clear that

the agreement with you was made by the Commodity Credit Corporation

*ag an agency of the United States," 7The elementdry rule that the

prineipal in & principal-agenay relationship may exercise the

- rights arising under & contract made between the princloal's agent

_and A third party {(¥echem on Agency, Sect. 205k, 2d fd.) has bsen

_tecognised Lo connection with contracts wade by Government authorized

garporations so a® to persit the Government, a8 principel, (1) w

clainm rights thnyeunder as the "real party in intersst,* Ship Lontruction

Mﬁf%w United States (1340), 91 (. Cls. 419, 421, 464}

Crane vo United States {C. Cls, 193R), 55 Fe 2¢ T34, 737, certiorari

dgnied, 287 U,5. 6013 United States v. S & _Bdz

wCoalebis w.lh’o, | P 19235, a2 F, 24 3733 art, even where, a8 here,

t has been contended that the agent; acted in its own private

mity; Horth -- KO Wl Hontang Viheat u‘ mrs! Asp'n v.

(Cutiuhe BY Y 66 ¥, 24 573, 5783 United States v.

ddy Corporation'{ (.0 9, 1929), 35 F, 24 889, 892, petl-

on for sertiorari dismissed on motliem l}f petitloner, 281 U.5, .

; Wheol & Fou :  ve United 8 {C.Ces 6,

¥, 2d 226, affireing 11 F. 28 5315 and (2) to be considersd

as the real er of the property in custody, Clallaxs loungy V.

United Sg\;%g, 263 U.5, 3413 Unjted States frain Corporsifon Ve

Philli 261 U.5. 106. Aiso, see John Horrel) snd Ceenany ve/inited

Ttates, 89 C. Uls. 167, 169, ihere would sppear to be no reasonable

ground for denying the same rights to & departaent of the “overnment

when that departwent actually sust be considered either as the real

rincipal in the agency inwolved or as the real agent with the

omnodity Credit Corporation as a subagent.

it apoears, therefore, tmb whether the Teparisent of agriculturs,
s such, the Commodity Credit Corporation, the Surplus Harketing
Adminietmation, or the Federel surplus Comvodities Corperation bs
deemed the agent or representative used by the United States in this

y in dealing with the eotion, is wholly immaterisl {Ipland “sterweys
DR LLOn ] m (19‘0}, 3{:? glsc 517, 523) mé’ amm:‘gh‘,
ffectual to limit the contractaal rights involved to any of the

1id agente. The cotion at all tiwes wes held by and for the Leo&rt~
ent of Agrioulture and the transfer of jurisdiction over the subject
tter between the sgents thereof did not affect the contractual rights
' the Tepartment. Such & concluwion repregants nothing peculiarly
policable to Govarnment esrorations, Sven as to private corporations,
1z & well establighed legal prineiple that wheye a corporatlon

80 organized and controlled and its affairs are so soncducied as
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1o make it merely an ingtrumentality or an 'a&jmt of another corpora-

tion, the two nmay be treated as one in disregard of faciual legal
distinctions. In re Watertom P c 169 ¥, 252, 2555 Hunter

In re Wateriown fapey LODANY,
v, Baker Motor *J'elﬁg}g- Company,” 225 F. 1006, 1015, 10165 5 Gomp. Gen.”
4483 id. 74843 13 1d.7 4533 34 Uos. Atty! Gen. 353. "In such a case
the courts will not permit theaselves to be blinded or deceived by
pere forms of law but, regerdlsss of fictlons, will deal with the
‘gubstance of the transaction i1nvolved as if the corporats agency did
ot exist and 38 the jietice of the cage way require.” Continental
011 Company v, d 26 ¥, Supp. 6945,‘ 701, quoting from ‘_Cﬁ%%%,

g Civig unares s o) o

g &S s By, v,"Hinneapolis Ci I8 Aggocid _
H.S. &90. Aho poe gl o v :ﬁ‘;:gch’ 68 Fu 2d ‘}60,&64,

gertiorari dsni;d, 291 UeSe 680, Wuhile tha general rule is that a
gorporation will be considered a legal entity distinet from ite
_gtockholders and that oroperty or rights acquired by it or liabilities
neurred sre thoge of such iegel entity as distinguished from the

bers ceaposing it, 1t is equally well established that when the

tkon of distinct legal entity will defeat public convenience, justlfy
ng, protect fraud, or defend crime, the law will regard the
orooration as an &gsociation of persdfis. See MpCagkil]l Comnany Ve
V216 U,S. 5045 United States v. ¥ilwaukes fefriserator
Transit Co,, 142 . 247, Gallag v."indepefdent Taxi Owne : i
Ines, 6> Fu 2 192, ; '

1% must be presumed that when you entered.into the contract

" storage with an agent of the bepartament of Agriculture you knew

£ the atatus of that agent, the Comnodity Credit Corporationm, ang
hat you gave appropriate consideration to the rights of that :
t's principal, the epartment of Agriculture, with respect io
apgresments rade, Since the cotton storage contract with the
odity Credit Corporation, in effect, is'a sontract with the
rtment of Agriculture, the rveal holdef of the warehouss recelpis~—
rred to in paragrash 2 of the sontract—wis the lepartment of
igriculturs both at the time the Commodity Credit Corporation held
thcm and when the Federsl Surplus Commodities Corporation later held

o

U Government corporations -are coneeived not for the purpose of
iting the Coverment prerogative, as your view of the Commocity
madit Corporation attemnpts to do, but of accelerating and enlarg-
ing 14 and of making it more flexible, See, in this connection,
4R Yarvard Law Teview 775, 776, 787; 21 Virginia Law Zeview 351,
83 Pernsylvania Lew Heview 356, 357; 10 Tulane Law Review
9, 85; 33 Michigan lLaw feview 473; Van lorn - BGovernnent Uwned
Co 'o:'e.tiong" 23 ¥carmid - “Oovernment Coyporations and Federal
3" 7, 2. : ‘

Some Government corporations wesre designed to work together as
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agents of each other. ihe Commodity Lredit Corporation, as iis
name implies, primarily is a credit organisation, the main activity
of whien has besn %o lend meney on stored agrieuliural products,
while the Federul Surplus Comsodities Corcorstion, also as iia

name impiies, is & corporation priparily devised to desl in surplus
commodi ties and, as a part of 118 work, it was obligated to take
over some of the commodities the Commodity Credit Cornoration obitalned
by defaults on iis loans, Such corporstions must be considered as
Yinks in the recovery progrem chain, 33 llechigan law fFeview 480,
and, 1o consider them as isolated links, is teo ignore the realitles
of the uatter,

T4 would be destructive of such purpose and intention to recog-
nize that offigers of the United Jtatee—since officers of & coraora-
4ion eremted first as an agency of the United States and then made
_subagent of another agency of the United States, obviously are
fPicers of the Urited States—ever intended, in the sbsence of a
tatutory orovision %o that effect, to impose by contract any
guriction upon the rights of the United States, or of other re-
ted agents and subagenis thersof—ospeciallyin view of the rule
t "the United States are neither bound nor estonped by the act
their officers and agenig in entering into an agreement or arrange-
t to do or cause to bo done what the law dpes not sastion or per-
L atio AL } Y-w'f Si 29‘. UaSa 129, 123,
_ United States v Sremary, 311 U.S. 60, 71y Hoygl Indemaity
Comany 3 States, 313 U5, 209, 2043 Uniied Sistes ¥.
tandard 011 € Lalifornia, 20 ¥, Supo. 427, 453. In iis
) individoais “oublic policy demands that the governnent
mld m&cupy an apparently favored pesition,® United States v
erdisr, 164 9.5, 2135 83 Pennsylvania law fieview 357. Such reason-
ng legleally denies any rights in agents of the United States to
reain swky any of the sdvaniages of the Uovermment thus cemanded

¥ publiec polley.

A w summary to show tie irrelevancy of ithe erphasis placed upon
he corporate mature ef the Commodity Credit Corporation, it is
particularly perdinent to note the conclusions stated in volume

1 of the Virginia faw Review at pages 498 and 499, in pertinent
part, as follows:

. %Upon reflection, ons 1s led W the conclusion that a govern-—
ent proprietary corporation ia not a corporation at all, except by
ourtesy or by anslogy %o the powers of & private corporation. For
he essential idea of a corporation is that of a group of spatural
rersons united in the desire to pursue certain purvoses and Achlove
cortain ends. e speak of the distinction betwsen the corporstion
A those who join to form it, When we speak in such fashion what
_really mésn by the corperation ls those activities and relation-
Mps of the members of the aorporstion, and of the agents they
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appoint, having to do with the varposes for which the members jJolned,
In other words, a corpomtion is not a mere Lictlon or some nebulous
impersonal entity, but rather is those aspects of the exisbence of
the members of the sorvoration relating to the purrose for widch
they have joined to act together as one body. ihese aspeets relat-
ing to the turpose for which the corporation was formed we separsie
from other aspeots of the lives of the same psrsons. To put it
another way, a corporation 1s the union of parts of men and is &
unien whish does not involve the remeining paris of those persons.
Thus a member of a corporation iz usually liable for the debts of
the corpoeration only to the axtent to widch ha has contributed to
the capital stock of the corpovation; there we draw the line, and
the remainder of him life and property is net involved,

: "But in the case of & so-called governmeni proprietary cornora-
“tion whare the government holds the entire interest there are no
.parsons who have joined together into & body in order to osrry out
‘gome comeon purpose, and whe can preperly be regarded as the mem-
_bars. TFather what we have is a publie agency created by the leglis-
latare, forming a par:t of the govemment, and mansged by persons
‘who are ssrvante of the state. A government proprietary cornora-
‘tion is nothing more nor less than an instrumentality set up by the
‘people through their representatives in order to render to the
‘paople & particular service., Such a cornoration is a branch of the
- government, ‘that is, of the srganization aceeded to by the people
‘of the whole country for the vurpose of perforsing certain func-
‘tlons in & unifiscd mamer or in a particular direction ruther than
‘learing them to the uncecordinated afforts of individuals or smaller

—
1so, see 1 /ublic Adninistretion Aeview 381, 389.

¥ith respect to your contention that the transfer of the cotton
:'involnd from the Commedity Credit Corporation to the Federal Surplus
Commoditiss Corporation constituied a sals, variocus opinlons of
“the Solieiteor, lepartment of Agriculture, show the administrative
‘position of that Jpamnt to be that the trensfer of cotton by
one agency of the Unlted States to another is not, in a legal serse,
sale even though the agency narting with the cotton is compensated
hevefor at its market value, gince title to the cotton still re-
‘mains in the United States. Of speqial interest in this connection
s Oplnion No. 3844, dated January 23, 1942, of the said solicitoer,
n nertinent part, as follows:

ROPINION 8O. 3844

*it is our opinien, for the ressons discusped below, that the
Proposed program would not involve a sale of cotton held on behalf
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of The Government, within the meaning of seetion 381 (e) [Agricultural
AdJjustment Act of 1933/,

“The trensfer of cotion by Commodity Credit Corporation to the
order of the Amy or Navy for a consideration paid is justified
under section 601 of the Act of June 30, 1932 (47 Stat. 4173 31
| 0,5.C. 686), providing for the requisition of stores or materials
- by one burean or depariment from another, Proverty hald by an agency
_of the United States is held on behalf of the Uovernment, and its
status in this respeet is not changed by trensfer from one such agmy
‘o another. Thus, the ‘sale' of cotion held on behnlf of the
United States contemplated in section 381 {c) is one divesting the
~TUnited States of its interest in the cotton.

"The trensfer of cotton by one agency of the United States to
other does not conmiitute such a 'sale', even though the agency
arting with the cotion ie compensated in noney, sincs the intereet
of tbe United States therein remeins constant, See Op. Sol, Yo,

2535, Therefore, the suprlying of eotton by Commodity Credit Corpora-
tion for the irmy or Kavy, in furiherance of ihe contemplated progranm,
would not be a sale of cotton within the meaning of the statute.

. "The transietion between the Army or Bavy and the mill woald
not, of course, involve a tmunafer to the mill of any cotion held
on behalf of the Government -~ since the mill would replenish its
supnly from merchant stocks.

~ "The remmining question relates to the arrangement whereby the
merchant would fumish the reguired cotton to the wmill, and secure
intorn an squal quantity of codion from the stocks of Commodity
dit Corporstion. It is our epinion that this amcunts to an
ixchangs only, which may not be construed as a sale within the
saning of the statute,

- "An exchange is legally distinguished from a sale in that the
latter contemplates the transfer of property at & fixed wmoney
ce to be paid in money or poods, while in an exehang-;e the congidera-
on is not measured in temms of mopey. In Pps
« Ve Bye Co,, 248 U2, 471, #p, Justice Holmes, spesking for the

me: Court, saids

+=. "3t “exchange® is barter and earries with it no lmplication
reduction to money ar 2 compon denominator, It contemplates
imply an estimate determined by self-inberest of the relative value
d importance of the gervices rendersd ancd those regeived,'

See also farpei v. Sushing, 182 Pac. 177, 180, 181; Siate v, Srown,
102 5.4, 3943 Edwards v Baldwin Piano Co., B3 Jo. 915, 917; luke v.
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 State, 41 So. 170; 34111 v, Jannen, 75 Pac. 2845 Qodwin v. Narsten
' v. Yortsen/, 138 8.%, 1182, 1183; State v. So.

: Bl '7'71, '?'72, '7731 m T ﬁm 52 8o, 393) 3 TeHede
5175 Boonville ¥idling Co, ve Joth, 127 N.ZI, 823, 825; iestfall v.

- Rlis, 170 H.W, 339, 3493  gen \ v. United States, 8 .

- T24) 919, 921y In re Frank's tstate, 77 F.X.5. 573, 575, 5'!73;

¥ork R Y. Sanders, 47 Fed. 604; Gochsteivex /Uockpietter/
¥ ¥illlamg, 9 7. (24) 355,

"Hore it is conceivable, anc even probeble, that in many instances
there will have besen & change in ihe market price of cotion between
the time when the merchant suppllex cotton to the mill and the time
when he presents the certificate to Commodity Crediy Corporstion.

Any such change will be jmmaterial under the vroposed programs The
transaction is not one where the considerstion is to be measured in
terms of money, but an exshange of equal quantities of cotton without
regard to interim fluctuations in priee.

*Haither ths nrovision for naymeni of the 'merchant's commiassion'

rior the provision for adjustment of Jifferences in grade, staple,

and location of the csotion selected by the merchant, can be said

to eonvert the transaction into a sale. 23 C.d. 186, In law v.
ughling 2 ¥ Supps 601 {EeCo¥oDs Cale S.0. 1933), it was held

that an exchange is & mutual transfer sf proverty other than money,

slthough one of the partles may pay a sum of money in additlom to

the pronerty. 1o Junter v. lLeekey, 30 Ala. 591, where the deifendant

had transferred to /twg/ slaves for two other slaves and $100 sid

was acoused of selling slaves without a license required by siatute,

the court sald 'To bring the transaction within the statate, it 1s

not enough to show that the defendant received a sum of money and

some other valuable thing for his slaves. 1i must also be shown

that the other waluable thing was, by the terms of the transaetion,

recelved or treated by him as money, and as an ascertained and specified

vart of the agreed price of his slaves.' In B, and H, ¥gtor Co, v.

Tucker, 299 S.#. 949 (Tex, 1927), in a s:it for fraudulent representa-

_ tion where there had been a mutusl transfer of aubtomobiles with the

lifference in value being reduced to money and & note given, the

iranssetion was bheld %o be an exchange and not a sale, and the seagure

of damnges appliecable to sxchange was applied. In Howriss-Buick Co.

v, Huss, 24 S.W. (2d) 264 (Tex, 1935), the court, while holding to

the contrary, ssid 'If this transaction were a mere exchange of automo-

biles, in which it was contemplaied that appellee should nay the

difference betwwan the value of his used Bulck sedan and the apoel-

lant's new sedan, apnellant's theory as to the measure of damages

ed upon an exchmgg would be correct. # # * On the other hand,

the transaction is s sale of appsllant's suppossd new Bulck

Sedan, of the 1929-47 model, for a consideration to be -a1d in money,
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or what was agreed to be the aguivalent of monsy, then the trang—
action would clearly be a sale and not an exchange of automoblles
# H# ,1

“Nor can it be said that the word 'sale’ in section 381 (e)
has & broader econnotation than that ordinarily given in law., On
the contrary, it is believed that foreible evidence points to &
stricter interpretation.”

Teelelons of this office are to the same affeei, in whieh eonnectlon,
ses 15 Comp.’ Gen, 313. Accordingly, there appears no justifieation ‘
for accepiing your contention that the transfer of the cotton in-
volved 1h your claims constituted & sale,

It is manifest that your rights with respect to the cotton

- gtored in your warehouses are circumscribed by (1) the terma of the
 negotiable warehouse receipis, the United States Warehouse ict,

and the Uniform Warshouse Keceipts Act, (2) the warehouseman's
cartificate and waiver, (3) the contract executed between you and

the Commodity Credit Corporation, (4) the effective dates of the
xchenge agreement botwsen the Commodity Credlt Corporation and

the Federal Surplus Commodities Corporation, (5) tUhe advance payments
recelved for various services, as aforesaid, and {6) well establighed
concepts of principal and agent. Even if there were ignored ail

but the First of these, it has been shown that your own warshouse
receipts alone are a bar to the relisf sought. On the other hand,

if the significance of the warehouse receipls bs ignored, certain

of the other enumerated considerations have shown the vulnerability

of your claims either partially, together with your resaltant indebted~
ngss to the United States, as in the second and fourth, or completely,
as in the third, fifth and sixth items.

Accordingly, 1 have to advise that your claims must be and
hereby are denied.

Aslde from the fact that no amount is found o be due you on
your claims it anpears affimatively that theyre are claims in faver
of the United States—long cutstanding—against your Yemphls, Tennessee,
branch, alone, in the sum of at least i15,637.33, To what additionsl
‘extent you are indsbted to the United States with respect to possible
Ooverpayments for sterage in conneetion with the F.8.0.C. program, or
with respest to claima——similar to the aaid claim in the pum of
15,637.33~~aguinst your other branches, and exsctly to what extent,
f any, you may have violated the pensl provisions of (1) Comnodity
redit Corporation Cotton Form A, (2) the Uniform rarehouse Heceipts
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