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) Dear Senatolr Aourczk:

IIn accordance with your March 8, 1974, request and subsequent
agreoelments with your office, we have reviewed certain Commodity
Credit Corporation (CCC) grain sales--sales of corn stored in CCC dO?bins in Iowa and Nebraska and wheat stored in commercial warehouses--
made during the 15-month period ended April 1974. We also comparedrecent CCC grain sales prices with market prices.

C£C, a wholly owned Government corporation, was created to (1)stabilize, support, and protect farm income and prices, (2) helpmaintain balanced and adequate supplies of agricultural commodities,
and (3) facilitate the orderly distribution of these supplies. CCChas no operating personnel of its own. Its activities are carried
out mnainly by the personnel and through the facilities of the Agri-cultural Staliliation and Conservation Service (ASCS), Department .iqof Agriculture, and the ASCS State and county offices.

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

On May 23, 1974, we briefed your office on our review and wererequ;ested to provide a written summinary of information presented,
excluding detailed sales statistics.

SAI.AS Of (ccc CONIN S-IorFI:D 1N C(C; lriS

On January 1, 1973, (:CC had 26.1 million bushels of corn in itsbins; 13.3 milliiol bushels were in iJw.t and 8.3 million bushels in
Nehra ska.
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On J,'n!: :,v 4, 1;,, "'si! ' ifl '.1!'d a pru",'. 1' r i :. : u inirig a
sas le's '.l! c,,lioh .u'l, hI,. rC(; (OI, i,,'t. t, ';'.i hlt: as "o,. , ,it'.
to hbi- ·,r. . ... : .1c ' .!(( l l.d t' Cforrl an(! a I'.)trtage
of rai I tr'r sl )r1 1t.L! ir I .

Llnder tie !.,J1 Le tr.yii.;, Ityer'vr of CCC lji i -si !: coirn had to pay at
least m;rktl.l !,ki ,: ri i!, a ,,id it, tilake m i ! 5- p)c.:('lLt d\( iV!nlce pIyrnetit and
I'eliove thi co' r' i; u'!, , :.;h!it, '? withi I:;ile.;s d,.-v:: aIteLr sale;
after this perico!, t.he Iulyer;s ,cre to h) chargerd sI orage fees of 1
cent a bushel a rlonill on lhIe corn not removed from the sites.

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

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

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

Sales bjy ASCS; (c:!lnty offices
in loa anldl r.l)raf'sk a

Durin!l thle 15!-mrloltl period, the only hin-. ;site sales of any
flayinitude in Iowdal andti f(,l'sL.;i wevl ' I1emJc by AC(,) c:outll.y off[ices on

1Gcnerally, detemilminat:iols of the grade (rtiji rig froill 1--tlhe best
gradde--through 5) iid i(:cdtillnl quality are nade. oil' the bas is of
relresentaltive sampl)lus drawn at the time corn in is loaded on the
buyer's conveyance at the bin site.
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1a c; r...h;-?i tL-Ivu-d I . ' i ., II' i973, i ' e,,, I.jllw 1to (:llt 'irr~h 22
f ' ,rv-. 'iml (:cuml v l rfif , ;, ! ' 1 I-t l t.it . "ti ! out ir; . t(. , t;' Iticl,
rc-c, iv :,l.i 'lit, ! - ' .: , , , .,

Irtic;:- l.. ; i 'A I )C '(.)I ' : i . . h diri in id 1 rill-pl.,r ' tdtion
'co', tI, fIrO.l! t.i , !,il, i ' , ' n..- ll t .Old 1.ic coully l tifiic-.(: which
hi . toi.;Xt;L. pl.. i IitI. ,X. 1 vtt ((.'tCC corn w:rl; !:.old at ;',iC'es

lhat. OUL I 1' I ( KI ,.: i' ' d.. -ofif pric(s;.

Illf !ilrch ?6 .c ;i:. ;[i(c, ' * ig d 'dirlcltdc.d 7.! mllillion bushels
uof J.,!X!.L 13 mill i(on1 h;.is:l:, o c rn !iL It.owa bin sites. The Colitinrlntal
Graili (;ouililjilny ilchisE:c: ilhot i: 3. 9 rnillion bushel s; 78 local warehousenien
and feed dealers purchl;l;sed th! riemlainder. The corn was sold in 69
counti:es at an average of $1.35 a bushel on a No. 2 grade. Much of the
corn was of a poorer quality, however, and the price of the corn
delivered through early April 1974, averaged about $1.16 a bushel.

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

PVCO sales

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

Price per
Buye r Bushels bushel Delivery point

Lincoln Grain 2,000,000 $1.42 Lincoln, Nebraska
Continental Grain 4,500,000 1.44 1/2 Des Moines, Iowa
Continental Grain 1,500,000 1.47 1/4 Topeka, Kansas
Continental Grain 650,000 1.47 1/4 St. Joseph, Missouri
Continental Grain 500,000 1.35 1/4 Minneapolis, Minnesota
Pillsbury 750,(00 1.40 1/4 Omaha, Nebraska
I'll lshury 250,00)0 1.39 llas Lings, Nebraska
Coolk Indtistries 100()(000 1.39 1/4 Sioux City, Iowa
Ca t']i 11 300,000 1.40 Hastings, Nebraska
Ca i roil .. f);,I) 1.39 t lastings, Nehraska

1. o,6S.. .o .
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PVC(1 (I 'iit.t 's LIU b(ei l ,, ,., I VO'i) Abot 2f1 II.4 r-; :1 irn Labuisl

Ion icht 1 i , 197, to aut . A ot .of 

Most cf :li ;' 7.5 I J,ilion redi'ctionl includd :elivoris of 4.7 l'illionCr.'C recr~:'~i, : , l /'v:d h, : til, cor'n invtlt 'fry -if) CCC I)ilis -ill
]'OW~i :ll(. [t' S\;, t '~ l .a i .il b :'I:(' dU( ilC I'iJl aw oul. ?.l.4 / Iillir rl bltshfeson [,4,arc 31I 197], to aitout 13. c:. I:illion on April 1, 1.g oq. ho.t of
this conn t-II t bet!11 sold hut 1I-.l;h (f it had not yet bo)on (lnelivwred.
Most of .hlis 7.5 million redchtion included deliveries of 4.7 millionbushels sold by the Iova ASCS county offices and 813,000 bIushels soldby the Nubraska ASCS county officcs. The 2.8 million bushels ofundelivcred Iowa corn, of which about 2.3 million bushels belonged
to the Contineintal Giain Company, was located at bin sites in 26counties. The 64,000 bushels of undelivered Nebraska corn waslocated at bin sites in two counties.

We did not get details on deliveries of the corn PVCO soldbecause of thie considerable effort that would have been involved.
Most of it, however, had not been delivered by April 1, 1974.

Sale terms and storage charles

Buyers of the bin-site corn sold by ASCS county offices werenot charqe(d storage until alter the ASCS county executive directoror the county coi;miittee had determined that rail transportation wasavailable. lhe 25-percent advance was not required until 5 days
after transportation was available. (See p. 2.) No interest was
charged. ASCS required final settlement on each lot as it was takenover by the buyer.

County offices in both Iowa and Nebraska considered only railtransportation in det.crininiy n l when to t)egin c:harging t.hhe s'torage Fee.TruckinlJ was not considered unliss (, I; h ver shLur:cd taking delivery
with trucks.

Offi( ia 'l of t:wo Iowa .cot.li ot at ic:, tol (I u; thi:r tl the Ihd
conrtactfed loc.-l tr'.. ,o;lse' ,. at.' i,' nk 10to dicils;: tle? avilabilityof rail Lrdnalpor'ttlLion. Tlhey :liid it was coI:lmwI [know'ledle that rail
transportationi w,J. in short Suli)plv. Alt. rne (Iounty an lficial told
us thllt ilt:lch of th;' awilll l eI''il ll' il ai-uxifiporL l I W l J ijo .,i farni-sl.ored ctrn l t)on whicll CCC(; loalns nli:ured in July 1/l J. lie told usthat thliis corn had to he shi pp(ld hIefore the, new crop was IlarvesLed.
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Onl Ikt;,i:r 1l I 1 . 1 "7.7,A, t: tlir;!lhrt: rl ';, Irs iC ir lel,. t lIhCLrwlu :','l,'t. } [,:'l,,,ltw J.j.1 i f f.',:n! ik ui .r :;lC i'i '.V;Init t, and county

Ii:( ' tl, t I K .bi I n , I ,,I '.h bi,4' Ii t;i:2t Ir i ol l. i L':,
.() i, 3t i,! I t s., ~ -' c IIIj .1 r1i l ir.L * ti lft itir es

;.,!;:,:t .'. r' I .. . i", i. ; * ; t: ,,d ,:ti::,X-:d l*u;', '~r; ill iowa a. o l.u $1!,`fO lnld

tJrd(,r I V ' , "o n- : trie'" 'sa .le.;, CC('C al' url:ed the storage costsbecause thie htuy'er.:- did: not aLcqiir'e tLitl( to thir corn until it reached
its td, t i na i in. At th e Li ine of sa le, PVCO vtrleuired buyers to fiur-nish irreCvoah'le 180-day letters of credit foe, 8:0 percent of' t1he
sales allomlit. P[uyers were then required to pay the 80 percent within10 days after receiving the corn, with final settlement within 30days. N'o time of delivery was specified; ASCS agreed to deliver as
soonl as possible.

Salespr.ices not. renegotiated

ASCS dlid not attempt to renegotiate any of the corn sales pricesbecause, consistent with trade practice, it had entered into sales
contracts that were firmnn and binding. ASCS sold the CCC corn atmarket prices.

SALES OF CCC WHEAT STORED
I COi7flI. i::l Ai.- wAi: o'ii. i -

About 25 million huh-els of wlea1t stored in comnlercial warehouses
and (ol d by PVCO on "to-arrivw," cont:ract:s irn the early part of 1973rmained undelivered as of April 1974. PVCO stopped paying storage
costs on this grain shortily after it had issued shippinlg instructions.
Warehousemen could qua; lify for' externd(ld ; toriwr: paymnents only by sub-reiitt.ing evidonce thaiL trilw'porti'etie w.'aos, unav,,ilhble:. PIVC[( reviewedthe evidence t.o d(ilere,, w ',thir iic, r,',rhou,;' ciuw q'ulit irld for
paynlents beyond thl Sl p ,,i,().,tll: ( l, l . I; 1dlill( order:. Our)
review of se vierali x.'w,(iI' l;.,;l > i;lc .(l t.hit.l lhi'y
w. re p)ropIer.

F[i-ly in 1974 PV(:)i.( '. i(l t\ ar i(.,j !. t,! ' [ )ffic. I (ef I]!i, ,t.il, ;Li(,u
to i nve sti (gate 3!) I,'] ll' I( .1 , ill s/it: ,, Ci)ld , ltebr,..l a t(o (leter:;lim ie ,.:ilytifle warloh ()lr:. , lt I l7 i() II i i I' ( /:, ; '.'' .}li', ii : ill,: rw..i..i )tS,

.')s! . ( I '1 dicJ I 'i( ) Ll ,I, I P l r , .;..~ 1' r ',' 3 I' i (: '. - Fuur itlV , t i-
(Jatiorls co((lll],t( d , lii. il't !i! il, O; (,ti' ti t l tiW:r.k ',rlmti'll 1 iat, ill (',,:h
of 1tihe four I.,;'.IsL all ,'I' di At. e:,) :-r:,,r used I mov( pri iv, L(ly
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Ai;i'? ,'t I ieci: , 31 ,"- ' (i' I, CCC 'i. 4 'i *IJ !hiqhon bllshel of ha, :t and
85.5tl,1 rl ti"i 'bus"l] t . fi , d gr ! i, r it had io'' sold. .roitn January 1ll !i

to lpril 11, 1971, I'V{:U :,old about 4.1 m.il'lion )bushel s of' wJheat and
about ( 1. , miilloJn hhustl s of otherI grains.

Most of the wheat was sold in January 1974 under "to-arrive"
contracts on thel h)sis of July 1974 futures market prices. PVCC
used this b.sis in the belief that tile wheat could not be shiFped
before July becaus;e of the unavailability of railcars. For grain
sold in the warehllrusue where it was stored, sales prices were at least
equal to current marlet prices.

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

As directed by your office, we have not obtained formal comments
on this report from thu Department of Agricultujke. We do not plan
to distribute this report Furtiler unless you agree or publicly
announce its contents.

Si~cely yours, :

At t.ing ( Ililroi l r t(lttc s

-1.sd '6t it Ls




