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® 28 criminal cases registered

® Farmers’ unions angry with mlIIers

CALE Tl e VALY

—

J?._ﬂ'.

__.

ﬁ[l“ﬂl'lllllbllt raits on mills Wllll IllIISlﬂII[lIII!l CMR [lllBS ‘ i

1 ® PD Act invoked against some millers

® Millers accused of irregularities and threatening

the government
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! o Millers protest against government actions
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® Mills shut down in key districts

® Government remains firm; no backing down

Hyderabad, NetiDhathri:
A severe dispute is currently

® Demand to revise milling rice
yield percentages

e Alternative arrangements being prepared

® Likelihood of addressing issues faced by
honest millers

underway

between the government and
rice millers in Telangana. The conflict centers on
Custom Milled Rice (CMR) arrears, government raids
on mills, and protests by the millers. The Civil Supplies
Department identified massive irregularities regarding
the paddy supplied to the millers. Inspections revealed
that paddy worth 1927 crore (approximately 3.72 lakh
tones) had gone missing from over 89 mills.
Consequently, the government is cracking down heavily
on millers who are defaulting on CMR obligations. So
far, 28 criminal cases have been registered, and 26
millers have been arrested; the PD Act is also being
invoked against some of them. The Enforcement
Directorate has also stepped in regarding this scam
and is investigating rice mills in districts such as
Nizamabad and Vanaparthi. Meanwhile, millers are
seeking a revision of the Out-Turn Ratio (OTR)—the
percentage of rice obtained after milling paddy—
demanding that a new ratio be implemented based
on test reports conducted by the CFTRI. Millers are
expressing anger, alleging that the government is
deliberately harassing them through physical
inspections and increasing their financial burden by
imposing heavy penalties and high interest rates.
Protesting against official pressure, rice millers across
several districts—including Mahabubabad, Mulugu,
and Siddipet—have staged demonstrations and large-
scale protests, and have even halted milling operations.
Miller associations have warned that if unilateral
actions are taken without addressing their grievances,
they will refuse to accept government-procured paddy
for milling in the upcoming season. While the
government insists on the timely handover of Custom
Milled Rice (CMR), the millers argue that it is unfair to
take harsh measures without resolving their issues.
Where did the missing rice go?

Instead of milling the paddy allocated to them and
handing the resulting rice back to the government (FCl
or the Civil Supplies Corporation), some millers sold it
to private traders in the open market at higher prices
for profit. A vigilance inquiry has uncovered evidence
that stocks procured by the Telangana government
were illegally diverted to neighboring states like
Maharashtra and Karnataka and sold there for higher
profits. Officials identified a large-scale network where
millers would set aside (or sell off) the government-
supplied paddy and instead procure rice meant for the
poor—sourced from fair-price shops via middlemen at
low rates—to repackage it in new branded bags or
supply it back to the government under the Custom
Milled Rice (CMR) scheme. During a recent raid on a
rice millin the Toopran area of Medak district, officials
discovered bags filled with paddy husk rather thanrice,
arranged to create the illusion of being full of rice.
When questioned, the millers offered the absurd
explanation that “rats had eaten the rice.” The
investigation reveals that this massive scam involved
not only the millers but also certain local Civil Supplies
Department officials who colluded with them and
facilitated the fraud by failing to conduct proper
inspections. Consequently, the government has
registered criminal cases and initiated recovery
proceedings.

Collusion between field-level officials and millers

A lack of supervision by field-level officials and
corruption among some individuals have emerged as
the primary reasons for the disappearance of
government paddy and rice worth crores of rupees.
Certain local Civil Supplies officials colluded with rice
millers to create fabricated records—such as fake truck
sheets—falsely claiming that paddy had been procured
and milled when, in reality, no such operations had
taken place. Allegations have surfaced that officials
allocated fresh quotas of paddy to “defaulter” mills—
mills that had previously failed to deliver the required
Custom Milled Rice (CMR)—despite being aware of

® Threat to refuse government paddy

their track record. Although officials are responsible
for conducting monthly physical inspections of mill
stocks, some—motivated by bribes or kickbacks—
neglected these inspections and submitted reports
falsely stating that everything was in order. There have
also been incidents where millers retaliated against
honest Civil Supplies officials who refused to facilitate
these irregularities. In Wanaparthy district, a rice miller
assaulted the Civil Supplies District Manager (DM) right
inside the office after the official submitted a report
regarding outstanding paddy dues amountingto'36.48
crore. Another incident came to light where a Civil
Supplies Deputy Commissioner was attacked by hired
goons in Hyderabad after he refused to yield to pressure
to grant permissions that violated regulations.
Recognizing the gravity of the scam, the Civil Supplies
Minister and the Commissioner of Civil Supplies
inducted 28 personnel from the Greyhounds and
Octopus police units into the vigilance wing. These
teams are conducting surprise raids on rice mills across
the state. Orders have beenissued for a comprehensive
audit of all Custom Milled Rice (CMR) transactions that
have taken place since the formation of Telangana in
2014. The Civil Supplies Department has clarified that
investigations will cover not only the millers but also
the department employees who colluded with them;
criminal cases will be registered against anyone found
guilty. In short, while the corruption of certain lower-
level officials allowed this scam to escalate, top officials
from the Civil Supplies Department have now stepped
in to hold both the millers and the colluding officials
accountable.

Why was no action taken against the responsible
officials all these years?

Many prominent rice millers in the state maintain
strong ties—either direct or indirect—with political
parties or local public representatives. During the
tenure of previous governments (particularly between
2019 and 2023), lower-level officials hesitated to
conduct inspections due to political pressure from local
leaders. Whenever attempts were made to take action
against a mill, pressure from higher authorities would
often lead to the files being sidelined. Rice millers play
a crucial role in the procurement of paddy from
farmers. If the government were to take strict action
against the millers, they would announce a ‘mill
shutdown.” This would halt paddy procurement and
trigger severe outrage among farmers. No government
is willing to invite farmers’ discontent—and risk
electoral losses—by taking such a step; consequently,
the preference was to “resolve the issue amicably.”
Everyone remained silent because ‘kickbacks’ were
systematically flowing from field-level staff to higher-
ranking officials. Higher officials relied on bogus reports
from the ground stating “everything is in order,” while
the mechanism for physically verifying actual stock
levels had long since become defunct. Both Central and
State governments repeatedly extended deadlines for
millers to deliver CMR (Custom Milled Rice). As millers
stalled by promising delivery in the “next season” and
the government generously granted extensions, a
mountain of arrears accumulated. As long as the
outstanding paddy was recorded merely as pending,
the situation was classified as a ‘delay’ rather than an
‘irregularity’ or ‘illegal act.” Millers exploited this
technical loophole for their operations. After assuming
power, the current Congress government ordered a
comprehensive audit of CMR transactions spanning the
last decade (2014-2026). By deploying the Vigilance
and Enforcement Department and providing security—
in the form of elite police forces like Greyhounds and
Octopus—for the inspections, officials were able to
conduct raids on the ground without fear. As a result,
the entire web of illicit activities, which had been

® Possibility of finding a middle ground

operating covertly for years, was suddenly exposed.
Why Have Transfers Halted in the Civil Supplies
Department?
The failure to transfer officials and employees who have
remained entrenched in the same positions within the
Telangana Civil Supplies Department for over a decade
stems from both significant systemic flaws and political
interests. Government regulations generally dictate
that no employee should hold the same position for
more than three to four years; however, this rule has
long been flouted at the field level—including at rice
mill locations, check-posts, and district offices—within
the Civil Supplies Department. Several factors
contribute to this situation. The involvement of rice
millers’ associations and certain political leaders has
played a pivotal role in stalling transfers. Millers
frequently exerted immense political pressure to retain
officials who were favorable to them and complicit in
their corrupt practices. Fearing that new officials might
conduct rigorous inspections and expose their illicit
activities—such as the diversion of paddy and the
recycling of ration rice—they maneuvered to ensure
the incumbent officials remained in place. Additionally,
the state government had imposed a long-standing ban
on routine employee transfers. Barring administrative
exigencies or instances involving promotions, large-
scale transfer drives did not take place, effectively
turning this policy into a protective shield for corrupt
officials. Some officials in the Civil Supplies Department
entrenched themselves in the same district or zone for
years under the guise of deputations and ‘On Duty’
(OD) assighments. Even when transfers were reflected
in official records, internal adjustments ensured that
the same officials resumed responsibilities in key,
lucrative positions—particularly in the major grain-
producing districts of erstwhile Nizamabad,
Karimnagar, Nalgonda, and Warangal. Prolonged
tenure in one location fostered a strong nexus (or
syndicate) between millers and officials. With a steady
flow of illicit payments reaching from the field level to
the top echelons, senior officials showed no interest in
processing transfer files, instead using records to create
anillusion that operations were proceeding smoothly.
Recognizing that this racket was the root cause of the
massive CMR (Custom Milled Rice) scam—involving
hundreds of crores—the current government has
turned its attention to this system. Breaking the long-
standing status quo, the government began
transferring District Civil Supplies Officers (DSOs) and
General Managers (GMs) in key districts over the past
year. It is also enforcing strict regulations regarding
the transfer of employees who have served in the same
location for more than three years. Due to a lack of
trust in field-level officials, the government has even
had to deploy specialized police forces—such as
Greyhounds and Octopus—as task forces to conduct
inspections at rice mills.

Why are raids on the Civil Supplies

Department infrequent?

However, there are compelling technical and strategic
reasons why direct ACB “trap” cases or ED raids appear
less frequent against the Civil Supplies Department
compared to departments like Revenue, Police, or
Registration. In departments such as Revenue or
Registration, when an ordinary citizen approaches
officials for a land passbook or property registration, a
bribe is often demanded directly; consequently, when
the aggrieved party approaches the ACB, the officials
can be caught red-handed while accepting the bribe.
In the Civil Supplies Department, however, there are
no direct bribe transactions with the general public.
Everything operates internally between millers and
officials, based on pre-arranged agreements. Since no
one files a complaint, the ACB rarely gets an opportunity

to conduct a direct “trap.” Most irregularities in this
department—such as the diversion of paddy or the
creation of fake records—constitute “financial fraud.”
These matters fall more within the purview of the State
Vigilance and Enforcement (V&E) department than
that of the ACB. Therefore, inspections of mills and
stock verifications are conducted personally by
Vigilance officials. It was the Vigilance department that
recently uncovered the disappearance of paddy worth
approximately ' 500 crore across more than 50 mills.
Corrupt officials in this department avoid direct
involvement in illicit acts, instead meticulously
manipulating records to cover their tracks. By showing
on paper that “milling is still in progress” and that the
deadline has been extended, the situation technically
avoids being classified as a crime; it merely appears as
a “delay.” As long as the records appear in order, the
ACB or ED faces legal hurdles in intervening directly.
Rice miller associations wield immense power, backed
by systemic security and political protection. In the past,
whenever ACB or police took stern action against any
official, millers would blackmail the government by
threatening to halt the entire paddy procurement
process. Due to such political pressure, investigations
against field-level officials often stalled at the
preliminary stage. The situation is now changing. To
plug these loopholes, the government has integrated
elite police forces—such as Greyhounds and Octopus—
into the vigilance wing, going beyond routine ACB raids.
Vigilance reports are being prepared regarding the
roles of Civil Supplies Department officials who colluded
with the millers. Based on these reports, steps are being
taken to register fraud-related cases against the
concerned officials.
Millers’ Blackmail Tactics
Rice millers in Telangana are primarily employing
“blackmail” tactics to corner the government and
thwart the inspections and criminal cases being initiated
againstthem. They are attempting to bring the system
to a standstill, warning that they will not cooperate
with the government if strict action is taken against
them. Procuring paddy from farmers is a crucial
operation for the government, yet the millers’ facilities
are essential for storing and milling that grain. As the
government conducts raids and files cases against the
mills, the millers are announcing a halt to “Custom
Milled Rice” (CMR) operations. Milling activities have
already been suspended in several districts, including
Mahabubabad, Siddipet, and Mulugu. If milling stops,
the thousands of tonnes of paddy procured by the
government will remain in open yards, exposed to rain
and prone to spoilage, resulting in massive financial
losses for the government. Millers’ associations are
openly warning, “The government is harassing us by
imposing penalties; therefore, we will not accept new
paddy from farmers in the upcoming seasons (Kharif/
Rabi).” If the millers refuse to accept the grain, stocks
will pile up at procurement centers (IKP centers),
prompting farmers to take to the streets and protest
against the government. Any government fears that
farmer discontent could damage its vote bank. Millers
are capitalizing on this political vulnerability. It is these
very millers who are responsible for milling and
supplying the rice intended for the poor under the Public
Distribution System (PDS). As part of their protests,
they delay handing over Custom Milled Rice (CMR) to
the government (specifically the FCl). This results in
the delayed distribution of ration rice to the poor,
thereby damaging the government’s public image.
Since many rice millers wield significant political
influence, they exert pressure on the government
through their contacts in both ruling and opposition
parties. They are approaching the courts—arguing that
government norms (such as the out-turn ratio) lack a
scientific basis and that penalties are being imposed
unilaterally—in an attempt to create legal hurdles
(such as stay orders) against the government’s recovery
process. However, the government is refusing to yield
to these blackmail tactics this time. Instead of backing
down when millers halt operations, the government is
filing criminal cases against and arresting those
involved in irregularities. It is seizing defaulting mills
and making alternative arrangements to transport the
paddy to mills in other districts for processing, if
necessary.
Impact on Paddy Procurement in the

Upcoming Season
If the dispute with rice millers persists, there is a risk of
a severe impact on the upcoming paddy procurement
season. To address this challenge, the government is
preparing robust alternative arrangements. The
adamant stance of millers and the shutdown of mills
could lead to several issues at the ground level. Even
though the government procures paddy from farmers
through IKP and PACS centers, the procurement process
would slow down significantly if mills do not cooperate
in storing and milling the grain. If the paddy is not
transported from the procurement centers to the mills,
stocks will pile up at the centers, preventing farmers
from receiving timely payments. Unseasonal rains could
soak the paddy stored in open yards at these centers,
risking germination and causing irreparable financial
loss to the farmers. Unable to sell their produce or
receive payment for what has been sold, farmers might
take to the streets to stage protests and road blockades
against the government.

Alternative Arrange
ments by

the Government
Determined not toyield to
the blackmail tactics of

millers, the Telangana
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Alternative Arrangements by the
Government

Determined not to yield to the blackmail
tactics of millers, the Telangana
government has devised strategic
alternatives to ensure the smooth
procurement of grain. The Civil Supplies
Department has decided that if millers
in any district stubbornly refuse to
accept the grain, the stock will be
transported to cooperative mills in
neighboring districts for processing.
Instead of sending the procured grain
directly to mills, it will be temporarily
stored in State Warehousing
Corporation (SWC) and Central
Warehousing Corporation (CWC)
godowns, as well as in vacant
government buildings. If necessary, the
government is also exploring the
possibility of engaging rice millers in
neighboring Andhra Pradesh and the
Raichur region of Karnataka to process
the grain. Plans are underway to allocate
additional grain to small and medium-
scale millers who are cooperating with
the government—abstaining from
protests—to expedite the milling
process. Furthermore, the government
has prepared the legal groundwork to
take stringent action, such as invoking
the Essential Services Maintenance Act
(ESMA) or cancelling lease agreements,
against mills that refuse to accept
government grain. Officials anticipate
that these proactive measures will
compel the millers to relent and
participate in the milling operations. The
government is preparing approximately
8,283 procurement centers—comprising
3,180 IKP centers, 4,372 PACS, and
others—for the new grain procurement
season starting this October. To avoid
issues related to millers and prevent
inconvenience to farmers, several
revolutionary changes and facilities are
being introduced. Chief Minister
Revanth Reddy has decided to bypass
defaulting millers (those with
outstanding Custom Milled Rice—
CMR—dues) and entrust the
responsibility of milling the grain to
women’s Self-Help Groups (SHGs). To
store grain safely without relying on
mills, large-scale silo bag storage
facilities are being set up as a pilot
project in the Nalgonda, Suryapet,
Nizamabad, Peddapalli, and Kamareddy
districts; 50 to 100 acres will be allocated
in each constituency for this purpose,
with operations managed by women’s
groups. As announced by the
government, an additional bonus of ' 500
per quintal will be provided for seven
varieties of fine grain; this fine rice will
be procured and distributed to all ration
cardholders starting next January.
Officials have been instructed to set up
German tents for temporary storage at
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Gouernmem raids on mills with nutstamlmu I}MH tlues 4

® PD Act invoked against some millers

® ED steps in
® 28 criminal cases registered

® Millers protest against government actions

® Farmers’ unions angry with millers

® Millers accused of irregularities and threatening

the government

® Mills shut down in key districts
® Demand to revise milling rice
yield percentages
® Threat to refuse government paddy

procurement centers and to construct spacious
cement platforms for drying grain, ensuring
protection against unseasonal rains. The Civil
Supplies Department has authorized District
Collectors to identify and lease local private
warehouses, function halls, and old cinema
theaters in advance to increase grain storage
capacity. To prevent the diversion of grain,
measures such as using QR-coded gunny bags at
procurement centers, GPS tracking for transport
vehicles, and early warning systems for
continuous stock monitoring are being
implemented. The department is confident that
these arrangements will enable grain
procurement without causing inconvenience to
farmers at the centers, even if millers do not
cooperate.

Farmers’ Unions Angry with Millers

Farmers’ unions are expressing deep
dissatisfaction and anger over the conduct of
rice millers, specifically their repeated
suspension of milling operations and attempts
to blackmail the government. They demand
strict action against corrupt millers who have
misappropriated paddy procured with
government funds and call for the cancellation
of licenses for mills that violate regulations.
Farmer representatives allege collusion
between lorry contractors—responsible for
transporting grain from procurement centers to
mills—and the millers, resulting in intentional
delays; they urge the government to take a
tough stance against them. Farmers insist that
they should not suffer due to the conflict
between the government and the millers; they
want the paddy transported to mills
immediately after weighing at procurement
centers to ensure they receive the Minimum
Support Price (MSP) on time.

Intense Pressure on the Government

Given that the raids and criminal cases regarding
the CMR (Custom Milled Rice) scam in Telangana
are directly linked to political and financial
interests, the extent to which the government
can withstand this pressure poses a significant
challenge. Chief Minister Revanth Reddy has
sent a clear signal that there will be no
compromise on corruption and that no one,
regardless of their stature, will be spared.
Reports suggest he is brushing aside pressure
from leaders within his own party and from
allies. The government is keen to avoid being
branded as ‘anti-farmer’; cracking down on
corruption among millers would boost the
government’s standing among farmers and the
general public. The government believes that
public goodwill is more valuable in elections
than political funding. The Enforcement
Directorate has already stepped in to investigate
the scam. Since the case falls under central
jurisdiction, it is technically impossible to back
down, even if state-level leaders or financial
heavyweights exert pressure. Many rice millers
possess the financial clout to contribute
substantial funds to political parties, and their

a éaé 5’% —

Fgra” eEs Huireod El@mw mmm.Mm@mm.%mmm
HEs Haspmo Piar 22 ) SIV0HB0" 58 affEcborm SthHilthHEonD DIRKOM DeET.

“Adges” ogd Hoireodt inth 2D 8505 @oDod , @oiyR), DRl , HiRmeTee Sisnoth SR aeEl Bibderrel niinone Sihole..,

® Government remains firm; no backing down

e Alternative arrangements being prepared

® Likelihood of addressing issues faced by

honest millers

® Possibility of finding a middle ground

support is often crucial during elections
or party events. If the government
adopts a tough stance, there is a risk
that these millers might withhold future
party funding. In many districts, key
leaders of the ruling party—as well as
relatives or associates of MLAs—are
involved in the rice milling sector. Raids
and cases filed against their mills could
potentially trigger internal dissent
within the party. Millers often form
syndicates to secure court stays and
entangle the recovery process in legal
complications, potentially hindering
the government from taking swift
action. Given this scenario, the
government might opt for a middle
path rather than completely alienating
the millers. A tough stance would earn
the government a reputation for
fighting corruption and lead to the
recovery of over ' 1,000 crore in public
funds; however, it could also create
operational hurdles in grain
procurement and lead to a shortage of
political funds. Conversely, reaching an
understanding with the millers would
facilitate smoother grain procurement
and ensure continued access to political
funds and the support of local leaders,
but it would also hand a potent weapon
to the opposition and damage the
government’s credibility among the
public and farmers. For now, the
government is proceeding aggressively,
refusing to yield to pressure from the
millers. By assigning milling
responsibilities to women'’s groups and
introducing alternatives like silo bag
storage, the government is signaling to
the millers that it is not dependent on
them. A clear picture of how effectively
the government has withstood these
political and economic pressures will
emerge only once the upcoming grain
procurement season begins.
Government’s Recovery Strategy
Minister Uttam Kumar Reddy has
clarified that the grain misappropriated
by millers is government property and
that the administration will not forgo a
single paisa of public money. To this
end, the government is implementing
a rigorous recovery strategy through
three distinct approaches. A deadline
has been set for millers with
outstanding dues to make immediate
restitution—not merely on paper, but
in the form of cash, paddy, or high-
quality fine rice. Recovery notices are
being issued for missed Custom Milled
Rice (CMR) deadlines, demanding the
principal amount plus a 125% penalty
(as prescribed by the Government of
India) and 12% annual interest. Officials
have identified millers who sold

government paddy and
diverted the proceeds into real
estate, film production, and
other businesses. In addition to
filing criminal cases against
them, authorities are seizing
their mills and personal assets
under the Revenue Recovery
Act. When millers approached
the High Court regarding these
stringent notices, the court
suggested resolving the
dispute through arbitration.
However, the government
intends to make a final decision
after presenting the recovery
guidelines to the Cabinet Sub-
Committee. Mills that fail to
clear their dues are being
permanently blacklisted. To
prevent such fraud in the
future, a new CMR policy is
being introduced that
mandates millers to submit
substantial bank guarantees
upfront.

Opposition Criticism

The opposition parties are
adopting a strategy to corner
the Congress government by
linking this issue directly to the
hardships faced by farmers. The
BRS alleges that the current
government is creating panic by
conducting surprise raids on
millers solely to tarnish the
image of the previous
administration, resulting in a
standstill of the milling process.
Leaders like Harish Rao criticize
the government for acting
unjustly towards farmers by
introducing new rules that
restrict the bonus to only seven
specific varieties of fine rice, a
move seen as an attempt to
reduce the burden of grain
procurement. KTR has criticized
the Revanth Reddy
government, holding it fully
responsible for the suicides of
farmers who have fallen into
deep debt due to delays at
procurement centers and the
strike by millers. Union Minister
Kishan Reddy lashed out at the
state government, stating that
despite the Centre providing
thousands of crores (through
the NCDC) for  grain
procurement, the state has
completely failed to provide
necessary infrastructure such as
gunny bags and adequate
storage facilities. Alleging that
the corrupt syndicate system

Erhoemn
w;‘..f'ﬁ'lr:\l-_:.‘.m

from the BRS era persists and that
officials are colluding with
millers to cheat farmers out of the
Minimum Support Price (MSP),
the BJP Kisan Morcha has called
for state-wide protests.

Success for the Millers’ Massive
Protest Seems Unlikely!

The root cause of this dispute is
the disappearance of
government paddy and rice worth
approximately ' 1,000 crore.
There is a strong perception
among the public and farmers’
unions that the millers are at fault
and are resorting to blackmail;
consequently, garnering public
support for this strike will be
difficult. Chief Minister Revanth
Reddy and Minister Uttam Kumar
Reddy are taking a very firm
stance, initiating measures such
as invoking the PD Act and
attaching the assets of defaulting
millers. The government has
prepared a ‘Plan B’ to reduce
reliance on these mills by
assigning responsibilities to
women’s self-help groups,
storing paddy in silo bags, and
transporting grain to mills in other
districts or states. Although the
millers approached the courts,
the High Court did not grant a
blanket stay on the government’s
recovery notices; instead, it
suggested resolving the dispute
through the government-
appointed cabinet sub-
committee or mediation. It is
unlikely that this massive protest
or strike will achieve “complete
success” in  forcing the
government to fully withdraw its
enforcement actions and
penalties, as backing down would
imply yielding to corruption.
However, the government might
consider a middle path to prevent
a complete systemic paralysis. It
could examine the demands of
millers who have not committed
wrongdoing but are facing losses
due to regulations, and perhaps
grant additional time for the
delivery of CMR (Custom Milled
Rice). Nevertheless, cases and
recovery proceedings will
continue against the “big fish”
responsible for diverting paddy
worth hundreds of crores. In
short, while the millers’ massive
protest might succeed in

demonstrating the ‘severity of
their issues’ to the government,
the chances of them successfully
bringing the government to heel
and covering up irregularities are
very slim.
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