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PRO"OSAL FOR A 

STUDY OF WAREHOUSE LEGISLATION AND OPERATIONS
 

IN CENTRAL MERICA 

INTRODUCTION
 

The contents of this report resulted from inquiries received
 
by ROCAP from Central American sources relative to the possible
 
need for a modern Bonded Warehouse Receipt System.
 

The background material and the suggested survey forms to be
 
used are intended to result in an answer to the question at hand
 
concerning a need, and also to reveal whether there is a desire
 
on the part of the Centc'al American governments and interested
 
segments of the private sector.
 

This proposed study and supporting material was prepared with
 
the assistance of Donald Fiester, Regional Agricultural Office,
 
and Phillip Church, Agriculture Economist at the ROCA? office in
 
Guatemala City, Guatemala, C. A.
 

A. BACKGROUND AND PURPOSE
 

Bonded warehousing has been recognized as an important component
 
of modern marketing systems. Central American regional institutions
 
have expressed interest in considering bonded warehouses as part
 
of their development and integration programs.1 / Interest has pro
gressed to a point where it is justified to take an analytical look
 
at existing warehouse systems in Central America.
 

The purpose of this study is to review and evaluate the existing
 
bonded warehouse laws in each of the Central American countries
 
on the basis of their current and potential contribution to the
 
region's economic development. Particularly, the study will focus
 
on: 1) the extent that warehouse systems are available to all
 
owners of storage commodities, agricultural and otherwise; 2) the
 
extent to which warehousemen are responsive to the public needs;
 
and 3) the feasibility of formulating and implementing a regional
 
system of bonded warehouses designed to overcome the problems
 
revealed in the study.
 

1/ The SIECA/UNCTAD Decade Study gives high priority to development
 
of a regional bonded warehouse system as part of an integrated
 
agricultural sector. CABEI considers bonded warehousing in its
 

ventures.
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B. STUDY PROCEDURES
 

The study will be conducted by a team composed of one representa
tive each from CABEI, the Central American Institute fof Agricultural
 
Research and Technology (ICIATI), and the Central American Secretariate
 
of Economic Integ.ration (SIECA), A legal advisor will also be provided
 
as needed. The team will be coordinated by an officer of the Central
 
American Bank oF Economic Integration (CABEI) in consultation with
 
ROCAP and USDA technicians.
 

It is proposed that the study consist of four phases. To the
 
extent possible the entire study should be carried out by the 
same
 
personnel that will be charged with drafting the final regional legis
lation, and with implementing the system itself. The four phases are
 
briefly outlined belov.
 

1. 	Phase I: Survey of Warehousing Legislation and Oneration
 

The purpose of the Phase I is to accumulate information on existing
 
warehouse legislation and operations in each of the Central American
 
countries, as the basis for the completion of Phases 2, 3 and 4.
 
Details of how the survey will be conducted are contained in
 
Annex I and Exhibits I to 7. Specifically the survey will:
 

a) 	Accumulate warehousing laws, regulations and operating
 
procedures from each of the five Central American countries.
 

b) 	Review the application of each law relative to licensing
 
authority, government regulation and government inspection.
 

c) 	Accumulate data concerning the number of warehouses that
 
currently operate under each law; the approximate number
 
and nature of private pecsons who make use of such facilities;
 
and the distribution of such facilities relative to commodi
ties and location.
 

d) 	Physically inspect a representative number of licensed ware
house facilities to determine the quality of structures
 
being used, quality of care and handling of stored commodities,
 
type of records maintained, etc.
 

e) 	Accumulate information on the types of services rendered
 
by licensed warehouses, charges for these servi.ces (including
 
storage) and the quality of such services.
 

f) 	Review licensing requi:ements for warehouse operation, such
 
as financial status, bonding conditions, insurance require
ments, quality of facilities, managerial and technical
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g) Obtain copies of the types of warehouse receipts or other
 
documents being issued to establish accountability for the
 
product being stored, and to determine from such documents
 
their relative soundness for the interests of both the ware
houseman and the owner of the commodity.
 

h) 	Contact a representative number of lending institutions
 
to determine their attitude concerning each law, institu
tional application of the law, quality of inspection,
 
dependability of warehouseman, and the secured value of
 
the 	warehouse receipt.
 

i) 	Contact a representative number of owners of commodities
 
that are or have used such licensed warehouses and assess
 
their attitudes and experiences, relative to service received,
 
dependability of the system, service costs and additional
 
services needed that are not presently provided.
 

J) 	Identify those commodities and persons not now provided
 
for in existing warehousing laws and facilities and the
 
magnitude of their needs at the present time.
 

2. 	Phase II: Evaluation of National Legislation
 

This evaluation will be made from the information accumulated
 
in the Survey (Phase I), and will include the following stops:
 

a) 	Evaluate each national bonded warehouse law and system as
 
to services being offered, the performance of regulatory
 
agencies, the extent to which services are available to
 
owners of storable commodities; the attitudes of financial
 
institutions, the attitudes and needs of owners of commodi
ties deposited in bonded warehouses.
 

b) 	Prepare a composite summary on a country basis of the bonded
 
warehouse system as it relates to current needs.
 

c) 	Identify other warehousable commodities not presently stored
 
in bonded warehouses and determine why the national systems
 
are inadequate for their warehousing.
 

3. 	Phase III: Regional Comparison of Warehousing Systems
 

This evaluation will be accomplished as follows:
 

a) 	Compare each country's system of existing laws, and quality
 
of regulation for meeting the current and expanding needs
 
of regional and national commerce.
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b) 	Provide a summary of regional needs not provided for under
 
existing national laws.
 

4. 	Phase IV: Design of a Regional Bonded Warehouse System
 

This phase will consist of the following:
 

a) 	A draft Bonded Warehouse Law that furnishes a common set
 
of rules for issuing warehouse Certificates of Deposit that
 
will have the same recognized value in all countries operating
 
under the system. The proposed law must be general enough
 
in nature2 to account for the unique framework of each
 
country's bonding, banking, insurance and commercial laws.
 

b) 	Supporting systems such as uniform standards and norms;
 
simplified border crossing procedures for commodities
 
covered by warehouse certificates, etc. These requirements
 
will not be a part of the proposed bonded warehouse law,
 
but should be covered in supporting documents.
 

c) 	Proposal for a regional administrative office to evaluate
 
the quality of each country's operation and to provide a
 
regional inspection service with authority to demand adherance
 
to regional requirements.
 

C. 	ILLUSTRATIVE BUDGET CY 1973
 

The following is an illustrative budget of study costs for
 
CY 1973 activities. Not included is the salary of the CABEI study
 
coordinator and team member or office space and office supplies
 
which will be provided by CABEI. Also not included is the salary
 
of the ROCAP agricultural economist. (An additional $23,000 is
 
budgeted for 1974 activities whi.h anticipate a L-:e detailed finar,
cial analysis and possible preparation of an AID Loan to CABEL.)
 

ITEM 	 COST
 

USDA Consultant $10,700
 
Salary (at $2,500 mo for 11 weeks) $ 6,875
 
Travel and Per diem $ 3,825
 

ROCAP Agricultural Economist $ 1,600 
Travel and Per diem $ 1,600 

Survey Team Members (two) $24,650
 
Salary (vt $900 mo for 29 weeks) $13,050
 
Travel and Per diem $11,600 

Legal Advisor 
,21:ir-' (at $1,23) mci fo. 11(, :s 

$ 8,200 

frdvai and r±!r tiem . 3,200 

Secretarfal Help $ 2,100 
Salary (at $300 mo for 28 weeks) $ 2,100
 

TOTAL COST $47,250
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SURVEY OF WAREHOUSING LEGISLATION AND OPERATIONS
 

IN CENTRAL AMERICA
 

A. 	PURPOSE AND SCOPE OF THE SURVEY
 

The purpose of the Survey is to accumulate information on
 
existing warehouse legislation and operations in each of the Central
 
American countries, as the basis fcr the completion of Phases 2, 3
 
and 4. This four-phase study will serve as a basis to determine
 
whether it is feasible to design a regional bonded warehouse pro
tocol and system. Specifically the survey will:
 

1. 	Accumulate warehousing laws, regulations and operating proce
dures from each of the five Central American countries.
 

2. 	Review the application of each law relative to: licensing,
 
authority, government regulations, and government inspection.
 

3. 	Accumulate data concerning the number of warehouses that currently
 
operate under each law; the approximate number and nature of
 
private persons who make use of such facilities; and the dis
tribution of such facilities relative to commodities and
 
location.
 

4. 	Physically inspect a representative number of licensed warehouse
 
facilities to determine the quality of structures being used,
 
quality of care and handling of stored commodities, type of
 
records maintained, etc.
 

5. 	Accumulate information on the types of services rendered by
 
licensed warehouses, charges for these services (including
 
storage) and the quality of such services.
 

6. 	Review licensing requirements for warehouse operation, such
 
as financial status, bonding conditions, insurance requirements,
 
quality of facilities, managerial and technical qualifications.
 

7. 	Obtain copies of the types of warehouse receipts or other docu
ments being issued to establish accountability for the product
 
being stored, and to deter from such documents their relative
 
soundness for the interests of both the warehouseman and the
 
owner of the commodity.
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8. 	Contact a representative number of lending institutions to
 
determine their attitude concerning each law, institutional
 
application of the law, quality of inspection, dependability
 
of warehouseman, and the secured value of the warehouse receipt.
 

9. 	Contact a representative number of owners of commodities that
 
are or have used such licensed warehouses and assess their
 
attitudes and experiences relative to service received, dependa
bility of the system, service costs and additional services
 
needed that are not pzesently provided.
 

10. 	 Identify those commodities and persons not now provided for
 
in existing warehousing laws and facilities and the magnitude
 
of their needs at the present time.
 

B. 	THE SURVIhf TEAN
 

The 	survey team will be coordinated by an officer of the Central
 
American Bank of Economic Integration (CABEI) in consultation with
 
ROCAP and USDA technicians. The team will be composed of one repre
sentative each from CABEI, the Central American Institute for Agri
cultural Research and Technology (ICAITI) and the Central American
 
Secretariat of Economic Integration (SIECA). (The team will par
ticipate in Fhases 2, 3 and 4 of this survey. A legal advisor will
 
also be provided as needed.)
 

C. 	SURVEY PROCEDURES
 

The 	survey is to be accomplished in the following manner:
 

1. 	An in-depth briefing session will be held for the members of
 
the survey team to:
 

a) 	Acquaint them with the contents, operation, and intended
 
results of bonded warehouse legislation.
 

b) 	Review and modify the suggested survey forms.
 

c) 	Establish survey timetable and methods.
 

2. A visit by the survey team to officials of participating CA
 
institutions, CA/USAID missions and the CAPEI country repre
sentatives to:
 

a) 	Familiarize them with the purpose of the survey, contents,
 
operation and intended results or a bonded warehouse system.
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b) 	Review the timetable and proposed methods for completing
 
the survey.
 

c) Leave copy of Exhibits 1 and 2 to be completed and returned
 
to CABEI survey team coordinator.
 

3. 	Following the briefing sessions outlined in A and B above the
 
survey will proceed as follows:
 

a) The President of CABEI will prepare a letter of introduc
tion to each public or private official Identified on
 
Exhibits 1 and 2, as well as prepare a letter of introduc
tion to the President of the Central Bank of each country.
 
This will enhance and expedite the effort of the survey
 
team and assist them in obtaining complete and dependable
 
information.
 

b) 	No exhibit has been prepared for interviewing and discussing
 
this survey with personnel of the Central Bank. This dis
cussion should be carried out on an informal basis and shall
 
be documented in the form of an "appendage" to the country
 
report.
 

c) 	The survey team will proceed as follows:
 

1) 	Exhibit 3. A separate Exhibit 3 will be prepared for
 
each agency identified in Exhibit 2 (Part C) and will
 
be entered in Exhibit 3 (Item 2). Item 1 of this
 
exhibit will carry the title of the applicable law
 
of Exhibit 2 (Item B).
 

2) 	Exhibit 4. Complete on Exhibit 4 for each warehouse
 
listed on the applicable Exhibit 2 (Part D). (During
 
this interview obtain a representative list of persons
 
who deposit commodities in this warehouse.)
 

3) 	Exhibit 5. Complete an Exhibit 5 for each lending agency
 
listed in Exhibit 2 (Part E).
 

4) 	Exhibit 6. Complete an Exhibit 6 for each depositor
 
listed on an E-xhibit 4 (Item 20). Identify the Exhibit
 
4 by entering the name and address of the warehouses.
 

5) 	Exhibit 7. Use this form to identify and interview
 
banks, warehouses, insurance companies and bonding
 
companies and depositors not served by or involved
 
in systems that have been identified in the survey
 
covered by Exhibits 1 through 6.
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ANNEX II 

A BRIEF DESCRIPTION OF A BONDED WAREHOUSE SYSTEM 

A. INTRODUCTION
 

Recent attention in Central America has focused on the intro
duction of regional bonded warehousing as part of a modern marketing
 
system. This interest has progressed to a point where consideration
 
is being given to a survey of existing systems in Central America.
 
It appears advisable to relate briefly some of the conditions and
 
provisions which are provided for in such a system and its applica
tion so that they are understood clearly by the survey participants
 
as well as by other persons directly involved in the results of
 
the survey.
 

It is recognized that present bonded warehouse systems are
 
ineffective or simply nonexistent; it is strongly recommended that
 
steps be taken to provide such a service at an early date. It is
 
very difficult to imagine how the economic position of most indus
tries can move ahead to their full potential without providing a
 
method for releasing monies tied up in inventories of commodities
 
being held for future use or sale.
 

Bonded warehousing is particularly suited to any product that
 
is produced on a seasonal basis or to any products that are pur
chased in quantity and stockpiled for future use or sale. Main
taining adequate supplies is a necessity for commodities produced
 
on a seasonal basis and a good business practice in almost any
 
conceivable venture. Money invested in such commodities is not
 
available for use until tLe commodity is sold, unless there is
 
some method of releasing it pending sale or use at a later date.
 
Capital tied up this way often seriously restricts an operation
 
or requires the sale of the commodity in a manner other than that
 
considered to be acceptable, orderly marketing.
 

Theve probably is no place where the practice of loaning money
 
on stored commodities is not followed, but unless there is a formal
 
system provided by law and a formal method of application and super
vision, the privilege is, in all probability, offered only to a
 
selected few. In the first place, financial institutions are in 
no position to advance money to a person unless they have full 
confidence in the integrity of the borrower. Moreover, in the 
case of many products, financial institutions must also satisfy 
themselves that the borrower has the ability to maintain the com
modity in good, usable condition. These two restrictions alone 

.... ..r e_ of lr,-,n n-i ,- " 'r t tho voWr oir - r -
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of risk, hcwever, can be overcome or be reduced to an absolute
 
minimum through the use of an effective Bonded Warehouse Law.
 

B. BASIC WAREHOUSE LAW AND UNIFOPI WAREHOUSE RECEIPT LAW
 

In most cases only one basic bonded warehouse law and one uni
form warehouse receipt law should be consideied.A/ The needs and
 
requirements necessary to formalize the use of a dependable custo
dial system are the same regardless of the commodity involved.
 
The same is true concerning the need for uniform fees, supervision,
 
inspection and uniform record keeping. The receipt law will provide
 
for a set of rules and regulations to further identify specific
 
privileges, rights and obligations. Here again no specific commodity
 
need be mentioned. Provisions and requirements peculiar to a certain
 
product or group of similar products would be provided for in the
 
operating contract or storage agreement developed for that purpose
 
and in other supporting documents.
 

C. PROVISIONS FOR BONDED WAREHOUSE OPERATION
 

The mere development of a law does not assure the extent to
 
which warehouses would be used or even established. While the
 
existence of such a law would in no way hamper or disrupt normal
 
business practices, no one would be permitted to declare a ware
housing operation as being bonded without first meeting the require
ments and obtaining an operating license. If facilities are to
 
be built, there must be an opportunity for the warehouseman to be
 
successful. The existence of a bonded warehouse law does not guaran
tee success but it does provide a greater opportunity.
 

In some instances, warehouses will be operated primarily for
 
the storage of commodities owned by others. Usually, such general
 
warehousing operations will maintain identity of ownership of com
modities. In other words, each owner will expect the identical
 
articles deposited to also be delivered. This would primarily
 
involve the storage of equipment, materials in packages or cartons,
 
highly perishable commodities, etc. In other instances, the com
modities deposited may be stored commingled with other commodities
 
of like variety, quality and value such as bulk unprocessed grain.
 

1/ If, in the beginning, a law is so worded to provide for only
 
selected commodities, any expansion would require new laws. The
 
final result may produce many laws which would probably vary in
 
content, leaving bankers, businessmen and warehousemen who have
 
an interest or deal with various commodities constantly in a state
 
Of ,f,;o ~ i f r .. .* ' . . , " ,,.. . .. t 



In either instance, the law and regulations could be written
 
to permit the owner of the warehouse to be actively involved in a
 
wholesale or retail business if such operation is desired. If proper

reporting and supervision is provided, this provides several advan
tages: it supplements the income of the warehouse operator who
 
then can make storage fees more reasonable to the depositor; in
 
some cases owners will be able either to sell or deposit their com
modities for storage at the same location, providing a market for
 
the stored commodity without movement, if sale is desired at a later
 
date.
 

Although every effort will be made to protect all individuals
 
involved, complete protection is never possible. Lack of protection
 
is, however, primarily confined to uninsurable losses. A good law
 
that is well enforced will provide protection that is more complete
 
than is afforded in other similar ventures.
 

D. GOVERNMENT LICENSE
 

Not everyone should become a licensed warehouseman. There will
 
be some legal requirements that will eliminate some applicants.
 
Moreover, those who administer the program for the government must
 
pass judgment on the facility to be used; no approval should be
 
recommended unless the facility is completely safe for storage of
 
the intended commodities. Another consideration is whether the
 
owner of the warehouse has the technical ability to fully protect

the commodity being stored. In lieu of personal technical abilities,
 
the owner should contract a person or persons who, upon being exam
ined, are found capable of providing the required service.
 

E. BONDED WAREHOUSE OPERATING CONTRACT
 

A contract or agreement between the government and individual
 
warehouseman will be needed. This instrument further refines details
 
regarding the specific commodities that will be eligible for storage.
 
It also serves as the document which legally acknowledged and
 
the application of the laws and the rules and regulations. Althoui:n
 
this contract does not provide for any requirements or privileges
 
not already covered in the law and the rules and regulations, it
 
probably will be used to a greater extent than the other documents
 
since it defines in greater detail day-to-day warehouse activities
 
and the relationship between the warehouseman and the depositor and
 
between the warehouseman and the government.
 

F. WAREHOUSE RECEIPT REQUIREMENT
 

A warehouse receipt should be issued on all commodities not
 
owned by the warehouseman and also on all commodities owned by the
 
warehouseman when being used as loan collateral. Warehouse receipts
 
should be printed by the government on pre-numbered forms contain
ing the name and address of the warehouse. It will be necessary
 



to provide more than one warehouse receipt format in cases, such
 
as grains, which require special factors for the complete identi
fication of the quality. The intent of the receipt is to estab
lish 	ownership, to identify and describe the commodity to reveal
 
quality and quantity and storage obligations, and to fully describe
 
the 	conditions under which it is stored. An example of the type of
 
information that will be required on a warehouse receipt for basic
 
grains is listed below:
 

1. 	Name and address of the warehouse.
 

2. 	Receipt number.
 

3. 	Warehouse license number.
 

4. 	Date of issue.
 

5. 	Type of receipt.
 

6. 	Name and address of owner of grain at time of deposit.
 

7. 	Statement legally making the law and the rules and regulations
 
a part of the conditions under which the receipt was issued.
 

8. 	Statement certifying to the use of official grade standards
 
by a licensed inspector.
 

9. 	Evidence of insurance.
 

10. 	 Conditions under which delivery will be made upon surrender
 
of the receipt.
 

11. 	 Date grain was received into the warehouse.
 

12. 	 Type of stcrage: commingled, identity-preserved bulk, or
 
identity-preserved bagged.
 

13. 	 Receiving, loadout and storage fees being charged.
 

14. 	 Class, grade and grading and condition factors of the grain
 
as received.
 

15. 	 Class, grade, and grading and condition factors after drying
 
or processing, if such is necessary.
 

16. 	Gross and net weight as received.
 

17. 	 Gross and net weight after drying or processing, if such is
 
necessary.
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G. INSURANCE
 

On the basis of the law and the commodity to be stored, the
 
insurance requirements should be known to the applicant. Generally,
 
these requirements will include those natural hazards normally

considered insurable, such as fire, lightning, tornado, windstorm,
 
inherent explosion, etc. Losses due to uninsurable causes always
 
are at the expense of the cwner of the commodity.
 

H. BONDING
 

The applicant will be required to post a bond to guarantee the
 
delivery of all outstanding deposit obligations. These obligations
 
will be fully defined depending upon the type of commodity being
 
stored. Of course, a bond need not cover losses resulting from
 
causes covered by insurance.
 

If no commercial bonding service is available in the country,
 
one substitute that should be considered is a government guarantee
 
fund. Such a fund can provide the same service as a commercial
 
bond by replacing a certain sum of money in a trust ftind administered
 
by the same financial institution that handles other funds resulting
 
from the warehouse law operations. A document designed to furnish
 
the same assurance as a commercial bond should be developed for
 
which the warehouseman would be charged a comparable fee for the
 
coverage provided. This fee should be sufficient to cover antici
pated losses of the guarantee fund.-/
 

It is not necessary to capitalize the fund equal to the full
 
value of the outstanding bonds. The fund need be capitalized with
 
only an amount sufficient to cover any possible anticipated losses.
 
For example, a minimum deposit to the fund should be established
 
with a provision that additional funds will be deposited in order
 
to maintain funds equal to 25 percent of all outstanding bonds.
 

A bond itself should not be accepted in lieu of a sound finan
cial statement. The custodian must be required to cover a reasonable
 
percentage of the financial responsibility.21 If the financial
 

2/ Where no historical evidence is available, it may be necessary
 
to use as a guide, fees charged where such bonds have been available
 
for an extended period of time. Actual experience will then provide
 
a basis for changes in the future.
 

./ In the case of grain, the warehouseman should be required to fur
nish a financial statement showing an available responsibility of at
 
least 25% of the security requirements. In the case of other types
 
of warehouses and other commodities, other guidelines may be considered.
 
This would be especially true in the case of equipment or packaged
 
commodities where the custodian is not held responsible for the quality
 
of the product.
 

http:responsibility.21
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statement plus the minimum bond does not fully cover the liability, 
then a supplemental bond may be accepted up to an amount determined 
by regulators of the law. Anually, on the renewal date of the ware
house license, a new financial statement should be submitted to 
ree~timate the current bonding needs so that proper adjustments 
can be made if necessary. 

I. SUPERVISION
 

Any applicant for a license should be familiar with provisions 
related to record keeping, audit, and inspect.on of warehouse and 
commodities. The applicant should understand his obligations and 
be willing to permit such supervision. All supervision and inspec
tion should be carried out by the office held resnonsible for adminis 
tering the law.4/ Division of such responsibilities wolld 'ave 
a tendency to weijkcn the operation and eliminate some of the security 
otherwise provided. The inspection must be done by technicians 
who have been fully trained and who are familiar with the require
ments arid ,rivileges providcd all intcrcstcd parties in thce la, 
and related documents. An inspection will require tite establish
ment of liability and a physical inventory of all coirmodities stored 
in the facility as well as the condition of the facility and opcrat
ing practices. In the case of grain or other commodities the cus
todian is responsible for maintenance of the condition and quality 
which must also be inspected.
 

Each warehouse should be inspected at least twice a year. In
 
the beginning, more frequent checks should be made to be ccrta.in 
that an understanding of the law arid its provisions are known. fn 
other words, the inspectors will be expected to work with and to 
carry out informal training sessions sufficient to cause the ware
houseman to understand the operation of the receipt system and the
 
other requirements involved in the operation of a bonded warehouse.
 

J. RECORD KEEPING
 

in addition to the normal record keeping expected in any well
operated business, there are certain needs that must be met in the
 
cases of a bonded warehouse system.
 

4/. If the basic warehouse law applies to the grain industry, it is
 
suggested that supervision involves the department responsible for
 
the official grain standards. Much of the quality control demanded
 
of the warehouseman is directly related to grain standards. The
 
technicians who handle one activity can very well handle or at least
 
be fully familiar with both. If other types of warehousing ventures 

, t Ir~j~r svt 0 7"w1- ti" 01' 1-,, J r3 
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1. Warehouse Receipts
 

Official warehouse receipts should be provided by the government
 
supervisory department. The charge for such receipts should
 
\be sufficient to cover the cost of printing, handling and regis
tration. The supervisory department should maintain a record
 
of all receipts provided to a warehouseman. All receipts should
 
be printed in sets of three -- an original and two copies. As
 
soon as a receipt is issued, the warehouseman will be required
 
to forward one copy to the supervisory department for registra
tion. The original of all receipts would also finally be
 
returned to the government office marked "cancelled", after
 
it has been surrendered by the depositor and the commodity
 
delivered by the depositor and the commodity delivered by the
 
custodian. The same would be true of receipts that are marked
 
"void" due to errors at 
the time of execution or for other
 
similar reasons. By following this procedure, complete control
 
can be maintained for all receipts furnished, executed and filed.
 

2. Inventory Records
 

A standard system of inventory record keeping should be estab

lished in books provided by the government supervisory office.
 
The charge should be held to only the cost of printing and
 
handling. These records are often referred to as a "daily
 
position record".
 

K. WAREHOUSEMAN'S OPTIONS TO MERCHANDISE
 

The law and regulations should provide for and permit the ware
houseman to carry on an active merchandising business in connection 
with his storage venture and to use the same facility in this regard. 
Proper supervision and record keeping requirements, along with the
 
bond requirements, will prevent such merchandising activity from
 
jeopardizing the security of the receipt system.
 

L. STORAGE FEES AND RELATED CHARGES
 

The most difficult part of activating a bonded warehouse system
 
is establishing the fees for storage and other services provided
 
by the warehouseman. There are three fees that will be necessary
 
in all instances: receiving charges, delivery charges and storage
 
charges. These fees must be considered on behalf of the depositor,
 
the warehouseman, and the public as a whole. For the depositor
 
and the general public, the fees should be as low as possible, as
 
it is they who will be required to pay the bill. For the warehouse
man, it is strictly a business venture of fuinishing the facility,
 
the 1 mnor, the security and, in the case of -rain, maintaining the 

LOL -Ii-; V"LLU~2 L 
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Fees will depend upon the cost of the facility, the cost of
 
labor, interest rates, taxes, insurance, bonds, and finally, the
 
value of the commodity. In some cases there is the possibility
 
of minimum and maximum fees. Different warehouses in different
 
areas feel the need for this flexibility to compensate for compe
tition and to adjust costs compared to the quantity offered for
 
storage by any one depositor. This flexibility is often more
 
compatible to everyone involved than is a single fee or rate.
 

M. 	DEPOSITOR'S RIGHTS AND OBLIGATIONS
 

The requirements on the part of the depositor are not numerous
 
as are those of the warehouseman. The privileges and advantages
 
are, however, more numerous. In fact, the whole intent of the
 
system is to provide a receipt system to make interim financing
 
available and to provide the type of storage and care that will
 
assure the dependable retention, and in some instances, the quality
 
of the commodity stored. The depositor will, howevcr, have definite
 
obligations including:
 

1. 	Offering a commodity that is storable and in storable conditions
 
or providing for the necessary action or processing to make
 
the commodity storable.
 

2. 	Surrender of the receipt and removal of the commodity from
 
storage upon receipt of notice from the warehouseman that,
 
due to conditions beyond his control, the commodity can no
 
longer be maintained in its original condition. (This type
 
of requested removal is generally related to perishable or
 

semi-perishable commodities.)
 

3. 	Current payment of the published and posted receiving, storage
 
and delivery fees must be made by the depositor in accordance
 
with the rules and regulations.
 

4. 	 Surrender of the warehouse receipt prior to demanding delivery
 
of the commonity from storage or upon sale of the commodity
 
to the warehouseman.
 

N. 	PROTECTION PROVIDED FINANCIAL INSTITUTIONS
 

A warehouse law does not place any demands upon the financial
 
institution nor does it guarantee the repayment of a loan made
 
against a warehouse receipt. It does, however, provide for and
 
acknowledge change of oimership of the collateral if the borrower
 
defaults on the loan. The law also guarantees the existence of
 
the collateral or its value by means of the bond and guarantee
 
the condition of the collateral or its valuc if the loss or deter
mination ir 6ue to in :uroc' . -,, .. .- -- , -- t I 
to establish a loaii value bb~u ULi!-. t 1LCLLu .. vaLu allu 
to set loan terms: length, payment schedule and interest rates.
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Survey of Warehousing and Operations in Central America
 

IDENTIFICATION OF EXISTING W.REHOUSE LEGISLATION
 

(Country
 

Background
 

As part of this survey to determine whether a modern bonded
 
warehouse system is needed or feasible in Central America, please
 
complete and return the attached form. In most instances only
 
one law is expected to exist. If, however, more than one law does
 
exist, all such laws should be identified.
 

Metod of Completion
 

List below the warehouse laws that have been identified and
 
which will be reviewed during the pending survey relative to ware
housing as it now exists. The listing relate. oly to the actual
 
legislative document. A copy of such law or laws should be obtained
 
and attached hereto.
 

Under "A", "B", "C", etc. - enter the title of the law. 

Under "1" - enter name of the agency which the law identifies 
as having the top vested warehousing authority. 

Under "2" - enter the address of the agency listed in "I" above.
 

Under "3" - enter the name and title of the person serving
 
in the position of cop authority for the agency
 
listed in "I" above.
 



-17-


Exhibit 1
 
page 2
 

A. Title of law A
 

1. Implementing Agency
 

2. Address of Agency
 

3. Head of Agency (Name and Title)
 

B. 

1.
 

2. 

3. 

C. 

2.
 

3.
 

(Attach a copy of applicable law or laws)
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This exhibit completed by:
 

ZNames and Position) 	 (Institution)
 

Date completed
 

Remarks: (Include any infcrmation or attitudes which were related to
 
you during your search for the information provided for on
 
this form.)
 

Return'this form to: 	 Departamento Agropecuarfo
 
Banco Centro Americano de Integracion Economica
 
Apartado Postal 772
 
Tegucigalpa, Honduras
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Survey of Warehousing Legislation and Operations in Central America
 

LIST OF CONTACTS FOR SURVEY TFAM
 

(Country)
 

The purpose of Exhibit 2 is to provide names of persons involved in
 
warehouse operations, regulation or financing so that contacts can be
 
made prior to arrival of the survey team in the country. I there is
 
more than one law listed on Exhibit 1, prepare a separate Exhibit 2 for
 
each law since it is expected that each law would relate to different
 
warehouses, interested persons, institutions and agencies.
 

A. 	Title of applicable law as listed in Exhibit 1.
 

B. 	List agencies responsible for applying the law, and its rules and
 
regulations. (If more than one set of rules and regulations have
 
been issued and to different agencies, list each agency separately.)
 

1. 	Name of Agency
 

2. 	Address of Agency
 

3. 	Name and title of person in charge
 

4. 	Brief description of warehousing activity
 

(If more than one, attach a continuation sheet.)
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C. 	List of warehouses licensed by agency or agencies listed in "B"
 
above. Prepare one sheet for each agency.
 

Name of regulating agency listed in "B" above:
 

1. Name of warehouse
 

Name of warehouse owner or company official in charge
 

Address
 

2. 	Name of warehouse
 

Name of warehouse owner or company official in charge
 

Address
 

3. 	Name of warehouse
 

Name of warehouse owner or company official in charge
 

Address
 

4. 	Name of warehouse
 

Name of warehouse owner or company official in charge
 

Address
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B. 	List of banks or other lending institutions who accept warehouse
 

receipts or evidence of deposit as collateral for making loans.
 

1. Name of lending institution
 

Name of institution president
 

Address of institution
 

2. 	Name of lending institution
 

Name of institution president
 

Address of institution
 

3. 	Name of lending institution
 

Name of institution president
 

Address of institution
 

4. 	Name of lending institution
 

Name of institution president
 

Address of institution
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Page 4 

This exhibit completed by: 

(Name and Position) (Institution) 

Date completed
 

Remarks: (Include any additional information or attitudes not provided
 
for In the form.)
 

Please return this form to: Departamento Agropecuario
 
Banco Centro Americano de Integracion Economica
 
Apartado Postal 772
 
Tegucigalpa, Honduras
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Survey of Warehousing Legislation and Operations in Central America
 

APPLICATION OF WAREHOUSING LEGISLATION
 

(Country)
 

A. 	Title of law
 

B. System administered by:
 

1.
 
(Name and address of regulatory agency)
 

2.
 
(Name and title of official in charge)
 

C. 	Related below are the results of an interview with the official listed
 
in "B 2" above.
 

1. 	Has a set of rules and regulations been adopted? /-7 Yes .-7 No
 
If "yes", attach a copy to this report.
 

2. 	Has a set of warehouseman's operating procedures been established?
 
-7Yes _/ No If "yes", attach a copy to this report.
 

3. 	Is the warehouseman required to file an application for approval
 
to operate under the system? /D Yes .17No If "yes", attach
 
a copy to this report.
 

4. 	Is the warehouseman required to file a financial statement prior
 
to obtaining approval to operate under the system? E7 Yes L7 No 
If "yes", attach a sample copy of the form to this report. 

5. 	Is the warehouseman required to provide insurance on the commoditie
 
while in storage? /: Yes J7 No If "ryes", attach a copy of an
 
acceptable insurance policy.
 

6. 	Is the warehouseman required to file a surety bond or to provide
 
alternative financial security? -7Yes £7 No If "yes", attach
 
a copy of an acceptable bond or describe the alternative security
 
requirement that would be acceptable in lieu of a bond.
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7. 	Is the warehousema., issued a LICENSE which identifies his facility
 
as being a licensed establishment? P7 Yes E-7 No If "yes",
 
attach a "sample copy" of a license.
 

8. 	Is the warehouseman required to issue a "deposit receipt" to
 
cover all commodities stored for others? L7 Yes /7 No If
 
"yes", attach a "sample copy of the receipt used. If "no",
 
describe the method used to establish proof of ownership.
 

9. 	Does the administrating authority periodically inspect the ware
house to establish the condition of the facility and commodities 
and the existence of the commodity? _-t Yes F7 No If "yes", 
attach a copy of the forms used in reporting on the inspection. 
Additional remarks: 

10. 	If under Item 9 above, the answer was "yes", indicate the schedule
 
of reinspection.
 

11. 	 If under Item 9 above, the answer was "yes", describe the special
 
training or technical ability required of the inspectors.
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12. 	 Number of warehouses now operating under this law or system
 
_ (Obtain and attach a list 

of such warehouses, showing name, address of the warehouse 
and identify the commodities the warehouse receives for storage 
such 	as grain, fruit and vegetables, general merchandise, etc.
 

13. 	 Estinated number of moneyienders who honor such certificates
 
or other evidence of deposit and who do make loans on the basis
 
of such evidence of deposit.
 

(List a representative number of such lending institutions.)
 

Name 	 Address
 

14. 	 Estimated number of owners of commodities and products that
 
use such warehouses on a regular basis.
 

15. 	Who establishes the storage, handling, processing and other
 
applicable service charges?
 

(If such charges are established by the office of the adminis
trative authority, attach a copy of the applicable charges.)
 

16. 	 Remarks on the part of the official who is charged with the
 
responsibility of administering the law. (Identified in "B 2")
 

a.
 
(Name and title of person interviewed)
 

b.
 
(Address)
 

c. Strong points of law:
 

d. Weak points of law:
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Page 4
 

e. 	Remarks and recommendations relative to expansion, improve
ment of change of the law:
 

This exhibit completed by:
 

(Name of team members) (Institution)
 

Date completed
 

Remarks: 	 (Include any additional information or attitudes not provided
 
for in the form relating the attitudes of the team members.)
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Exhibit 4 
Page 	I
 

Survey of Warehousing Legislation and Operations in Central America
 

REVIEW OF WAREHOUSEMAN'S OPERATING PROCEDURES
 

(Country)
 

A. 	Title of regulatory agency
 

B. 	Related below are the results of an interview covering one of the
 
warehouses listed in Section C of Exhibit 2.
 

1. 	Name and title of person/persons interviewed
 

2.-	 Nane of warehouse
 

3. 	Address of warehouse
 

4. 	Owner of warehouse
 

5. 	Address of owner
 

6. 	Name of warehouse manager
 

7. 	Number of years warehouse has operated under the system
 

8. 	Commodities being accepted for storage
 

9. 	Estimated number of depositors who normally use the warehousing
 
privilege.
 

10. 	 Does the warehousing authority make periodic inspection of the
 
warehouse and the commodities on deposit? ]7 Yes jL7 No If
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11. Does the warehouseman feel that the inspection is adequate?
 

12. 	 Is the warehouseman responsible for the quality of the commodity
 
while in storage? F Yes /T No Remarks:
 

13. 	 Is the commodity on deposit covered by insurance by the ware
houseman? -7 Yes E7 No If "yes", list the type of losses 
that are covered by insurance and the name and address of the 
insurance company used. 

14. 	 Is the warehouseman required to provide financial surety?
 
L7 Yes jE7 No If "yes", what type of surety, bond, cash in 
escrow, etc.? 

15. 	 Do lending agencies readily accept the warehouseman's receipt
 
or evidence of deposit as security for loan? 1-7 Yes E7 No
 
If "yes", what percent of retail value does the lender generally
 
loan to the depositor?
 

16.* 	List the normal storage, processing and handling charges being
 
assessed by the warehouseman.
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17. 	 Document the warehouseman's assessment of the present system.
 

18. 	 Document the warehouseman's recommendations relative to a more
 
acceptable system.
 

19. 	 Survey team's assessment of the warehouse operation such as:
 
structure, cleanliness, security, management, etc.
 

20. 	List below a representative number of persons who deposit
 
commodities in this warehouse. (Include name and address.)
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This exhibit completed by: 

(Ne.mes of team members) (Institution) 

Date completed
 

Remarks: 	 (Inciude any additional information or attitudes not provided
 
for in the form.)
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Survey of Warehousing Legislation and Operations in Central America
 

REVIEW OF BANKS OR OTHER FINANCIAL INSTITUTIONS
 

THAT MAKE LOANS BASED ON CERTIFICATES OF DEPOSIT
 

(Country) 

A. 	Related below are the results of an interview covering one of the
 
lending agencies listed in Section D of Exhibit 2.
 

1. 	Name of lending agency
 

2. 	Address of lending agency
 

3. 
Name 	and title of officials interviewed
 

B. 	Extent of agency's participation in completing loans on warehouse
stored commodities or products.
 

1. 	Are loans made to all persons who present evidence of deposit? 
-7 Yes L7 No If "no", give reason for refusal. 

2. 	Estimated number of such loans usually made during the year.
 

3. 	What percent of retail price is advanced under such loans?
 

4. 	Is the interest charged against such loans? L7 Normal interest
 
£7 Higher jj Lower If other than "normal interest", give 
reason for difference. 

What 	is considered a normal interest rate?
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C. 	Lending agency attitude concerning existing warehousing law.
 

1. 	To what extent does the lending agency feel that such loans
 
are secure?
 

2. 	What is the lending agency's opinion relative to the system?
 

i. 	Weaknesses:
 

b. 	Strong points:
 

D. 	Lending Agency's recommendations relative to:
 

1. 	The present system
 

2. 	An alternate or different system
 

E. 	Survey team's assessment of lending agency's interest and attitude
 
concerning warehouse loans.
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This exhibit completed by: 

(Names of team members) (Institution) 

Date completed
 

Remarks: (Include any additional information or attitudes not
 
provided for in the form.)
 



-34-


Exhibit 6
 
Page 1
 

Survey of 	Warehousing Legislation and Operations in Central America
 

REVIEW OF ACCEPTABILITY AND ATTITUDE OF DEPOSITORS
 

OF PRODUCTS IN APPROVED STORAGE WAREHOUSES
 

(Country)
 

A. 	Related below are the results of an interview covering ore of the
 
depositors of commodities and products listed in Item 20 of each
 
Exhibit 4.
 

1. 	Identify the warehouseman who furnished this depositor's name.
 

(Name and address of warehouse)
 

2. 	Name and address of depositor being interviewed.
 

(Name) (Address)
 

3. 	Products and quantity normally deposited in warehouses:
 

(Product) (Quantity)
 

(Product) (Qjantity)
 

(Product) (Quantity)
 

4. 	Name and address of warehouses used other than the one listed
 
in "A 1" above.
 

(Name) (Address)
 

(Name) (Address)
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5. Services and quality of service rendered by warehousemen as
 
related by the depositor.
 

6. 	List charges for services assessed by warehouseman.
 

7. 	Does the depositor feel that such charges are reasonable?
 

8. 	Does the depositor feel that his interests are fully protected?
 

a. 	Physically secure
 

b. 	Insurance
 

c. 	Financially secure
 

9. 	Is the warehouseman responsible for the quality of the product
 
while in storage?
 

10. 	Names and addresses of lending institutions used to obtain loans
 
on evidence of deposit:
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11. What percent of tile market value of the product is the lending
 
agency willing to provide in the loan? 

12. 	 Does lending agency charge normal interest rates on such loans?
 
L7 Yes LT' No If "no", what is the difference from normal 
and, in opinion of depositor, what is the reason for the difference? 

13. 	What percent is considered normal interest? What
 

percent is required ior these warehouse loans?
 

14. 	Relate the depositor's feelings relative to:
 

a. 	Present warehouse law and services
 

B. 	Recommendations of a system that would more adequately serve
 
his needs:
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This exhibit completed by: 

(Names of team members) (Institution) 

Date completed
 

Remarks: (Include any additional information or attitudes not
 
provided for in the form.)
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Survey of 	Warehousin$z Legislation and Operations in Central America
 

REVIEW OF 	 CONTACTS MDE WITH OTHER INTERESTED INDIVIDUALS 

NOT NOW SERVED BY A WAREHOUSING SYSTEM 

A. Name 	and address of person interviewed
 

B. Type 	of business
 

C. Does 	 person feel a warehouse system is needed? -7 Yes =-7 No 
Relate in detail the feelings and attitude as to how a system would
 
affect him personally or affect the overall economy.
 

D. Document any recommendations the person has as to the type of a system
 
that would be most acceptable and usable.
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This exhibit completed by: 

(Names of team members) (Institution) 

Date completed
 

Remarks: 	 (Include any additional information or attitudes not
 
provided for in the form.)
 


