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ZGRICULTURLL CREDIT IN HONDORAS
-~ Note «~

The report which follows is preliminary. It is not sultabls at
this time to make a complete analysis of the situation of agricultur
cr2dit in Honduras, duc to‘the fundemental chapges~in the Barking
structure and the 1ogislation of that,countny.which are taking place:
The ECLA/F&O_Cooperative Unit is, =t this time participating in the
sgriculturel aspsets of the reforms which are teking place, and late:

on will be in a position tq submit 2 mpre detailed report.

1. INTRODUCTION

Honduras is the Central Lmeri@;n gountry which has waited longes
te provide for a complete orzanisetion of its banking, mpngtary and
eredit systome: However, the country, which is npw undergoing a pex
of banking r=forms, has taken full adventage of the resourceé within
reach from the internetipnal crgenisatigns, as well as of the experic
of its Central imerican nciéhbours. |

Until 1960, Honduras had no Central Bank, nor eny institutions
suitable for the sprgading of credit facilitiss to farmers. All bank
credit and mch¢tary legislation was scattered in a series of decrses
which did not eonstitutc a whole. There was no spccial legislatipn

cgvering agricpltural credit.

Lt the end of 1949 the Intematipnal Monetery Fund sent to Hondu -

at the request of the Government, a missicn to =dvise on new banking
monetary ang cradit legisletion, and tg prepere 2 complete reform. N

/thet the

od
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1
AGRICULTURLL'CREDIT IN HONDORAS
- Note =
The report which follows is preliminary. It is not suitable at

this time to meke a complete analysis of the situation of agricultura
cradit in Honduras, duc to_the fundemental changS*in the Barking
structure and the logislation of that.countny.which are taking place.
The ECLA/FAO Cooperative Unit is, =t this time perticipeting in the
agriculturél aspaets of the reforms which are.taking place, and later

on will be jn a position tq submit = mpre detailed report.

1. INTRODUCTION

Honduras is the Central Lmeriq;n gountry which hes weited longes
tQ prbvide for a complete orzanisation of its banking, mpnetary and
cradit systome: Howsver, the country, which is npw undergoing a per .d
of banking reforms, hzs taken full adventage of the resources within @ s
reach from the internetipnal crgenisatipns, as well as of the experie ‘e
of its Central imerican nsiéhbours- |

Until 1960, Honduras had neo Central Bank, nor eny institutions
suitable for the spreeding of ¢redit facilitiss to farmers. All bank g, ‘
cr=dit and mchgtary legislation was scattered in a series of decrszes
which did not eonstitutc a whole. Thers was no spccial legislatipn
epvering agricyltural credit.

At the end of 1949 the.International'Mohetary Fund seﬁt to Hondu s,
.at the request'of the Government, a missicn to sdvise on new banking
monetary aﬁg cradit i@gislation, and tp prepare a2 complete reform. N o
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that the basic laws have been passéd, e Uovernmentlof Honduras is
making use of OXpefts from E1 Salvador énd Guatemale, as a2lso from the
Monetery Fund, the Organisation of !mericen States; the Economic
Commission for Latin fmerica, the Food and.Agri¢u1turel©rganisation and
the Tntemetional Bank for Reconstruction end Developmeﬁt, with thé‘
object of constructing with their aid the suiteble administrative

\
structure.

“Up to now, cradit for farmers has beoen supplicd in anduras by two
private'banks‘M1ich wére ﬁot zssantially intorosted in agricultural
investments; under these_circumétancas the fmcilitieé piéced at the
disﬁosal of the frrmers were &cry‘scanty and operotions wsre almost alwa;
cafried,cut under onerous condipions, such as hecevy guarantees, high rat.
of interest and terms never excecding one yéar, cven for invéStments
with slow rgcovef ua |

The credit from provate moltzylenders 6pérated in 2 similar menner,
and, pqsédbly, even hiéher rates ef intercst were chargedy They will
probably coﬁtinue te pley an important role in ths finencing of the
farmers of Honduras, particularly those in the isolated regions, at
least until the new banking organfsstibns.extend their radius ef actioﬁ'
by mcans of brenchcs snd ageneiszs.

The reform which hes brought,gbout the.new structurc is based on
three less:

l-‘ The Law ¢f the Banco Caﬁtr@l of Hondufas (Céntrnl gaﬁk§ ‘
2. The Law of the Banco Nagional de Fomecnto (National
Devclopmaent Bank)

3. The Lew for Banking Establishments.

/In order
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In order to obtain a better knowledge of the most recent banking
lezislation in Cuntral Jmerice, the principal regulétions of these laws
heve bCandutullbd in thls rpport~ In the same way, under Appendix B,
the articles oi the draft commercial code, which refer to Warehousns,
crop loans and 1mprovement loans end liens w1thout Removal of Pledges‘.
are addnd- |

II. PRESENT BANKING ORG/NIS.TION

Until 1950 Hondurus had no Central B@nk nor any eificial Banking
‘nstitution. Two private hanks opargt :d in thc countrJ, and until
recently they hed the OllVll“gu of issue. Thiss were the Banco de
Honduras (Bank of Hordures) with hsed offiaes in Tegucigalpa, and the
Banco de Atléntida (;tléntidﬂ‘Baﬁk) with head offices in La Ceiba.

‘The monetery ﬁﬁit is the LAPIES with a par of 50 cents to the dolla:

The currc ney in c1vculetlon from 1937-~38 to 1948-49 may bs ssen in

Teble 1e

Table 1. CURRERCY IN CIRCULATION
: (In Lgmpiraé)

. Indices
© Yoars Annysl average 1937-38 = 100
107-38 557495733 ' 10050
193839 o 6,133,819 , 10449
- 1940-41 e, k70,681 112,5
194142 . | 6, 9403493 120.7
19L2~43 : 8,081,559 140.6
1943 11,970,000 191.1
1944 | 12,970,000 ' 221.8
5 15,200,000 |
1946 16 ; 500,000
1947 | 15,80C,000 ..
1948 | 165625;000
- 1949 R

/Sources: From
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Sources: From 1937-38 to 1942<45, National Economy of Honduras by John
Henessy Jr. 1943 on, International Finencial Statistics
publishediby the International Mpnetary'FundQ

The movement of deposits from 1940 to 1949 may be seen in Teble 2.

Table 2. BANK DEPOSITS

Yeaors ' o fmount: (in million lempiras)
1940 3.0
1941 3.2
1942 L9

. 1943 7.6

v 1944 10.0 \
1945 11.3
1946 12.2
1947 12.2
1948 oo
1949 .

Seurcé; International Financicl.StntiStics of the Internatienal
: Monetary Fund.

_T;blgs 3 and;a:éontrin the Baleness of the Banco dé Hendures and
the Bance /tléntida.
| , fhere i; a>capitalisetion instituytion called Crpitalizadera
Honduroﬁaks. A |

III. THE B:NKING. RIFORM OF 1950

Ths_State Bernks. '

. It the end of 1949 the Internetional Mphnetary Fund, at the requesﬁ'
of.ﬁhe dovernmérw, sont to Hénduras a miséign to adﬁise the Covernment -
coméerning banking, monectary and credit fﬁformr As a result of this,
thérc srose tha propoéml te organiqe the Cuntrpl’Bénk and’ the Neatienal

Develepment Bank as. sutonomous Stats Institutions.

' &e The Centr-1 Bunk
Capitel and idministration: The Cenbtrel Benk hes a cepital of

/500,000 lempiras
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Table 3, Balanve of the Banco de Henduras

at 31st Decemken ;959
(In lempiras)

ASSETS
Cash and Baiks :

Cash L 3,000,983.19
Less own bills 14,265,001 2,986,723,19
Foreign COTrespenients «uouon... .. " 3,630,119,42

Correspondents, Deposits in Custody " 1,097,589.80
Governgent Obligaticns tc the United States of-America,
Debtoxs - ’

In Current Accpunt ..... seeseeesees L 2,007,378.24
Accoands repeivable P oL.ii.cieeeels l,8lh,5l7 3L
DiSUOUNES v evrernnsnevrnonencnceses M 252,62,,98

Letters of Credib....ceiooennncananrencanicanacnnss eee
Bunk buildings B S 80 €0 TO S SO S B GV S8 S 5SS E SN SN A NN LS D

. Re?lpstate ooncvvvvt:-lquooc.niun'..."o-ounoo..nontoo-l
Fwn‘ture co-vooeuoa-n_"ooo-onooyooou-oooon~oeqo'a'oot
~1LﬂdI'yD(.,bt(‘I’S R I I S IR AT A S I BB R B BUN I B L B A A

Seeurities and obhe T GOOUMENYS o conr eaveosraovosssanss

Copital sevncionnnessvevrsscscsssssessanssesvaas Creeasen
Reserve

StatUtOI'y v.llulcvluo.,n..’-ovo.tb'.! L 8/‘.24':1-51029
TOLUNLATY ouervvoensovcnsssnaeneess 1 149,003,16

Creditors in CUIT et AGOOUIML o cveeseveesnososcesssesss

Sight DepOSit S «ievvssrornsnosososssesaronassans Ceeees
Long=term Deposit s vevveescneioonnrenas tedecaressane s
Savings DeDOSILS . uveiisesossssnssnisnivosssascocacrao
Exchange Fund for the Lempire . PR eeunaee
Oreditors in dollars ,..ceveacrees US ? JQQ 5/7 QO
Surdey” creditops......,e...,,.....,.,....,...,,...,.,.
Interests due and unpeld eeevoeveacn e cesseanans e
Letters of credit .osivecoscoscaassvonsosasasasosnavasnss

Issue of DillS sveeevovoosvossscaanns L l 5419, A°8 Oﬁ
" Less owh BillS..enerenccssnsonnoees ;v”vﬁ}4126519g

L 7,714,432,4
1,240,000 6

" 4,074,520,56
M 54,708,64

285,000,600
" 49,555.86

" l’m
o 12,610.75

113,439,859.22
" 116.150.00

113,547,009, 22

L 1,000,0004Q

993 154,45

L 219,783,680
t 7,518,016, &

" 418,791.08
"o 235,899,04
"1, 186 126.80
"o 201,055,80

R

106,514 , 46
60,163.40
86, s 3T e

" l,,[-_i&.i) 233 ‘QQ

Devposit of seecupities and other documents .,....... . _

L13, h30 859.22

-- i s et

L 13, 5L$’7 ,009 . 22
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Table 4. Balance of the Banco Atlantida
At 31lst December 1949
(In Dollars)

ASSETS

Cash in hand end in Banks .......... $  765,283,63
C&Sh inhaﬂd .t.v-u-u.v'vononn-pu-oc- " 31752:”;1-86025
Government obligations to the United A _

States of AMeriCa.veesvessecess 1,086,000,02
Bonds and Sharesiiiieiiceisvesossins 1&37 75 oTh
e < o - T _ .
Current aecounts (with guaranty)... 984,560,32
Current accounts (without guaranty) . 107,735.71

Interests due to be cnllected and

nth( \ssetgtttoﬁlOIVU."'QDOQQ - iam ;494-3«83;—6-2

Bank buildings.and real estate
(After am rtization) eveeevoroeceessnneccacnons

Clients! responsibility for Letters of Credit

Securities and +tlrar documents

LIAEBEILITIES

% L,517,469.,88

1,523,759.74
6,167,389,08

1,141,678.68

2,00
148,469.61

Capital veee... et eteeesieresaeene. % 1,000,000,00
ReserV@ titecrsecsasesnesesarcensens 1,200,000,00
Undistribu ed proflts ceeeneseeneces __98,,898,35
Dividends payeble...o.... Coeeaneanan 30,055.00
Interests payable. i viecesnenncnenns 535,52

Unpeid Interésts ciseecececonseroens 11,,226,90
Bills in Cireulation...eeenevevonerorconansenacnss v

D EDOSIES 4 eve vr suneeanananasenonrnssasacenonnenenonn
Banks and Correspcnidents (.,cceesscssesocesscacansss
Letterg of Credit...cuuiseeieeesennnnnennnennans ceoe

Items In transib.. il ieneiiecesotennenecnenoanenns

Deposit of securities and other dodumentsv

$13,498,768.99
. 2,178,220,27
$15,676,989 .26

©41,817.42

898,975.75

9,367,286.37
L5L .56
- 187,096.87

18,239,67

$13,498.768,99
..2,178,220.37

%15, 676,989 .26

BB ST L A A B
Dee WS DI T LI L I VA
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500,000 lempires paidiin by the State. Ths privete Banks alrsady in
exlstence did not provide my contribution- The utilities of the Benk
will not be ?aid.to the Government but will serve to increase the cepite
witil this équals ten per cent of its assets, and in order to form a
Fondo ‘ie Vaelcres (Securitics Fund). |
Trie Board of Dircctors is composed as>follows:
a) The Presidgnf
b) The Ministro de Hecienda (Minister of the Tr. sury) (ex—officio
menber )
>c) L reprascntetive ef the Banco Nacional de Fomento (National
Developmmt Bonk)
d) A representntive of the priv-te Banks
e) A represmitntive of th: econgmic forcos of the country;
agricultursl, stockbreoding and conmercial associations.
The Presicrt ~nd Vicu=President of th@ Board are appointe& directl;
by the President of the Ropublic. |
“Chert 1. Organisation of the Contral Benk

BOARD OF DIRECTORS

PRESIDENT
Superintondency Manoger | Loan + ¥nt§rpal
of Banks _ Committce suditing
v v o ' '
Issuing Fore{én'EXCEange ‘Depertment of Credits Department of
Department Department and Sdeuritics Economic Researel

The Beard hes tha power to:
a) Determine and circct the monetary, credit end exchenge policy of

/the Bank
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th2 Bank in a2ccordence with the precepts of this iaw, cqnstituting itself
irto commissions for the study of concrete problems when this should
prove necessary. |

) .

b) Dictate the .rogulations which may be necessary for the functionin
of the Benk, submitting thom in the casss specified under this Law, to
the approval of the'Executive;

c) Prepare the ennual budget of the Benk/s incoms and GXpenditure-

d) ﬂp@rovo annuzlly the Report,.the balence shcet end the profit.and
loss gccount, as well as approvs the amprtisations of assets.

e) Lippoint, suspend or rehpve the Managér, and, on his proposal, the
heads of department end eadviscrs.

f} ‘ppoint the mombers of the Lor. Committee and fix the limits of
iQS oﬁerations‘
| g) Dictape thz fmlcs, limits and gonsrsl conditions for the carrying
oyt of the Bernl': Opa:atibns and to designete, on the Manager's
proposzl, the emplvyécs who mey suthorise thusa.

h) To donéidcr fnd rssolve erdit spplications from the Government,

municipelities and District (puncils, as well as official institutions,

" and to euthorisc the operetions on the opsn merket which may be carried

AV]

out, either for agccount of the Benk or for the Security Fund after
hearing the roport of the ‘Loan Committce,

i) fo éppoint correépondents abroad ~nd to cstzblish or closc
brénches; agenclss mnd correspéndﬁnts wiﬁhin the country.

jj To revisce poriodicelly by mcans of a commission from among its

members, the re-discounts, discounts, advances, ercdits and other

foperations effeeted
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operations effectedﬁby the Bank.
k) To cxercisc the other functions and faculties eccordsd to it
under the Law @nd Rezulations.
‘the Centrel Benk enall have the following daﬁartmants:
a) Superintendency of Benks
b) Issuing Department
¢) Foreign Ixchange Depertment
4) Crooit and sccuritiss deportment
¢) ‘uditing deprriment
f) Sconomic rcéaﬂrch d:psrtment
Joch of these departmonts hav. the functions inaicated by their
denominatiénr
Operetions .
The Centrol Bark lsw contains prevision with rclation to:
a) Bank notss end coinag: issucs

b) Foreign Exchange operstions

/
¢) Credit operections
The credit opcratiems that the Central Bank cen perform ars the
following:

Article 37. - The current credit opcrations thet the Ceﬁtral Bank
can perform,Witﬁ the banking institutions of the country are the
following:

é) Rediscotnt, discount, buy and sell biils of exchange, promissory
notes and other crsdit documents, provided they are relsted direqtly to

/the preduction

-
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the production or processing of sgricultural (including ;ivestock) and

irdustrial products,:or to the importation, exportation, buying, selling
or trensport of primery products, of semi processed prqducts, processed
products, and merketoble products; or to warchousing in euthorized
warshouscs or in Wafohouseélthat present conditions of safety, of
agricu;tural (including livestock) products,lindustrial products,
primafy commoditiss and import and export goods, ﬁhich can,bg easily
kept, provided.thoy pre duly insured.

b) Gront advences with guarsntoes in the form of documents enumerate

~in a), or with the guerantee of dopocits in currcent account, provided.

that the products of the losn ars destined eccording to the provisions of
prragrapg 2) ebove. The balance shall be certificd by the accounteant

end the menager of the respcective institutions 2nd by the superintendent

“of barks

In casus of cmefgency the Cuntres]) Bank cen gfant temporary zdvances
to the Banks with such gusrsntces it deemé appreopriates

The bank may buy government bonds up to 15% of the sntries of the
Treasury and providsd they ere acceptzd by the Board of Dirsctors. The
Bank may issuc "Frozon curruncy certificeates" of nationel or foreign
currencics for salc ﬁo the public or to the banks with a view to

. N :

stabilizing the curr.ney. In order to m-intaein the licuidity and
stability of these certificatas, the Bark, shall heve a "Fondo de
Volores" (Sccuritics Fﬁnd) which.will heve the following entries:

a) Th:s profits of the bank which, according.to article 50 can be

. used to this affacte

/o) The profits o
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b) The profits of issue as provided for gnder'article 5Q.

c) Thc'sums thet the government earmarks to this effect in the
Budget. .

d) The profits thot ere derived from the oﬁerafions made with the
Finsncial mcans of the Fund. '

The Bonk can use the Securities Fund'for the following purposes:

a) To buy =2rd scll in the opén.méfkeﬁ government bends at a fixed
rate of intersst issucd and guaranteed by the govérnmpni- These
operations_will be dono eitﬁer cirectly or thrbugh agents with the
express end of insuring ot all times.a_liquid merket for the holders of
these bonds at rates that prbﬁect.the_laitef-‘ |

k) To coéperate in the procuction activity éf the eountry'buying
mortgage securitics repressnting the promotion of those activities when
they have bcen. issued =nd cre guarantecd by banking institutions of the
country, up to 2 meximum amouat of 40 per cent of the mbrtgage_loans of
the‘issuing banks-

c) To coordinate bqiicies with rospeet to issues of securities of
the State, publie entitieg gnd Statc anc semi~governmental banking
institutions, es wsll =2s of-priVate entérprises, in orcer to make sure
that these issues rre¢ in proportien to the market's absorption capacity-

d) To stimulatc savings by the public and their productive
investment in liquid sccurities, for which burpose it shall promote the
formation 6f a broa market with uniform and modarate comﬁiasions, and
publicize'the quotntiops‘ | .

" The Cénﬁral Bank may, also, aet as agent for merketing the‘debenturi

[which it

-

Y
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is authorized to acquire with the Fund's resources, and shall at all
times be ready to scll to the public the securities which it has
zequired.

Control of Bank Credit

The Central Bank is undér tho‘obligation of controiling the vélume
of banl credit in orcer to avoid inflationary ar‘deflaﬁionary tendencies
and fhus guarsntce the economic stability of the country. To this
effeét the Bank mey:

a) Esteblish meximum rates of interast =nd conmissions which the

banks may pey or charge for their lending ér borrowing operations.

b) Esteblish theAporcent@ges which the banks rust maintain among‘thé
diffcrent types or categorics of losne =nd investménts end their own
capital 3ﬁd surplus:

c) Setvm&ximun porcantages of inersasz over time for portfolios of
the different c-tugorics ofllOans cr invcstments4which the‘Central Bank
mey egtabiish.

d) Estéﬁiish ceilings or genoral limits for horfolios‘or for the
cifferent | categories of loang or investmoants which mey not be less than
the amount of the porﬁ;olios of the banking institutions involved on the

J

date the measurcs entor into effect.

Minimum Reserves of Bonks

Benks operating in Honduras will have rescrves in proportion to the
emount of deposits; Rescrvgs will consist entirely or partly of sight
deposits in the Centrsl Bonk. The Bo2rd will eséablish'the minimum |
amounts for the differcnt typeé of deposits, and with this object in view

‘
i

/is authorised to:
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K] ‘

is aubthorised to:

a) Deterddne the asunt of minimwa Jicuid nssets batween 10 and 50
por cent , leter~ining likewise the orooortin to be kept by the banks in

theis voulbts <rd the pronortim te be deprsited in the Centrrl Rank,

ra the oose of minimer lleuld assets assigned in Jorolgn currcney,

v
1

the percentaze ¢wt be risced to 100.
b) Determine the 1iqﬁidity'cf the aSsetS:upvto lOO'pef cent piy any
futuec inercasc of banlk depasits on the date such o recolutign is token,
'a) Pecirde mﬁat kind gf depesiis and other obligetions in national
or foreign éufrency (gither'on aecount Gf.banks as institutibns
aufhariscd tq deal in exchenge), arc subjéct te minimum liquid assets,

’

The Bank and the Governmemt

' fhe Central Irnk will act as bamker and fiscal agent, as well as
ceongmics and fiﬁancial counscller of the Gevernment nd of thz State
and sémi—gdvcrnmrntal bodics, It will alse reprcsent Henduros in the
International Lionetary Fuhd.

Supcrintendercy of Banks
P y

This will b dirccte& by a Sﬁp@rintendent who will remain under the
administrative edntrol of the Mamagor of the Centr:l~Bank. He will Be
in charge of:

' a) Fulfilling ond enforcing all laws, regulatiehs and resolutions
taken by'thQ,Board anffeeting banks or other institutions authorised to
deal in foreign CXCh&nge;

b) Inspecting and controlling their activitics by mcans of

“inspactiens ~nd revisions, being fullv authorised to request from thom

/any information

]




T/CN.12/167/Add .1
Page 15 '

any information which is indispensable - in his opinion ~ for fulfilling
his duty. |

c) Suggesting to the Manage? of the Central Bank the appointment
of the personnel he requirrs, |

d) Keeping the Prosident of the Central Bank_and through him the
Beard, up-to-date on the legalisituation and alllregulafions and
resolutions applicable to'the institutions under his juri§diction.

e) Keeping in permanent touch with the directors ef these
institutions in order to inform them, warn them or demand from them the
fulfillment of the legal requirements or rcgulations and Board resolution: .

f) Compiliné bank and cxchange statistics by obtaining all”
essential data.from the banks and institutions under his jurisdiection,
in order.to fulfill the task of the Centrai Bank and the Supcrintendent's
effice itsclf,\

Bs The Banco Macienal de Foncnto (Hational Development Bank)

Finances
s e et pr—

- The National Development Bank is an autonomous State Institution
whose duration is indefinite, the purpose of which is to coentribute to
the ‘development of national production and to the raising of the

standard of living of the people of Honduras. The pfincipal object of

(At

the Banking.rcf®rm has been to create a ncw source -of crcdit for
investments by mecns of this Bank, in ercder te take care of those
agpeets which are not scrved or are inadequately served at the present
time. ' ‘ ' : _ r
The initial capital ef ﬁhg Bank ié areund onc and a half million
Lempiras, that had been collected by the Government. Morcover, the

/product of

l ' | | | , | ‘ J
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cpraduct of é surtaz of 10 per cent ca import duties, plﬁs 15 pcr cent of
the recontly established dncome tax is ©o oc nsed specifically for the
purpoesc of increasiﬁg this Bank!'s capital.

S’ ncc the market for capital in Honduras is 5cry wimited, the Pank
at tho begiing éill have to keop its actavities witﬁiq its ovm working
capital. in order £o attend to the demand'fof thosc credits whioﬁ
tgchnically cannot be discounted or re-discounted in the Ccntfal Baﬁk. ;
It is hoped “n this way to avoid the Deﬁelbﬁmont Bénk bging obliged t6
exert pressare on.he Bank of Issue, as'is tho cace wheﬁ banks opcrating
en medium or long terms cannét attract pfiv&tc savings. In the course
of time a propitious atmosphere will bc‘forﬁed,'and this will provide
the opportunity for develeping the dssue of iongqterm mortgage bonds,
Moreovcer, pri&ato savings cannof be attracted byvinvestmcnts in bends

since high rates oi intercst are obtainced by direct loans., However,

1little by littlc it will be possible to issue bends as the number of
. : direet epcrations are absorbed by tho Bank,

The Bank's capital is divided up aecording to the fcllowing scheme:

‘(1. Aéceunt for the Department (1, Shorteterm Section,
CAPITAL § of Credit-and Operations | ng, Medium—tern Sections
gz. Acceunt for the bepartmont 55. Long-term Section. |

E . of Dovélopment. |

Phe proportion to be allotted to cach account will bo decided by
" the Board of Dircctors.

Board of Directors

It consists of tcn merbers, as follews;.

/a) A prcsident,
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a) A president appoinﬁcd directly by thc Government.

b) The Hinistro de Hacienda (Minister of the Trcasury) (exéofficio

membcr).

¢) The Minister of Agriculturc and Deﬁelopment (ex—officio member)

d) A mcﬁbor nominated by the Central Bank

e) A member nominated by the privaté banks

f) Five members nominated by the Government from condidates

proposcd bj the agricuitural, stockbreeding, commercial and
industrial organisations. | )

Owing to thc various functions given té the Bank by the law, it was-
considcred ﬁore convenient.to cstablish a nuﬁorous_Board, which should
include represcntatives of t?e live forces of the country. |

The duties of the board arc the folloﬁiﬁgz

a) To determine and direct the gencral operations of the Bank in
accordance with the pfccepts of this Law and its regulations.

b) Té dictate the regulations vhich may be necessary for the
funetioning of the Ban, submitting them in the cases’Spécified by this
Law to the>approval of “the Supcrintendont ef Banks or of the Central
Bank or of the Exccutive, as m&y’be required,

~¢) To appreva the Bank's annual budget of entries anq disbursements,

d) To approve ahnually the Repert of the Institution, the Genéral
Balance and the Profit énd Loss Acccust, as well as to apprcve the -
distribution of profits in accordance with the Law.

e) Ta nominatc, suspend or rcmove the Hanager, ond at the suggestion
_of the latter, the Heads of Sections and Divisions, the meﬁbers of the

/Technical Assessment




E/CN.12/167/ Add .4
Page 18

Tcchnical Assessment Division and the other senior staff of the
Ihstitution.

) To appoint, in accordance with the Law, the mémbefs of the
committee of D@VOlOpmept and Qf Credit and Ope;ations.and any oﬁhers
which the Board of Directors itself may decide to éstabliéh at the
proposél of the Prcsident., | |

-g) To resolve.credit applications presénted to the Bank and te
define the limits aﬁd;conditioné under whiéh these may bs resolved
dircctly by the Committee of Credits and.Operatiéns, by the Manager of
the chqrtment coneérncd cr by other sehior st;ff of the Bank, as well
as to fix the rates of interest and commissions whiéh the Bank shall
charge on its opcrations, without exccrding the maximum limits fixed by
the Contral Bank, ‘ |

- h) To rcvis§ nonthly tﬁo composition of-the Portfolioc of the Bank
‘and to know thg Qstimatcs of funds available for investment, and oﬁ thes
foundations, to determine the activities which should be given preference
in the granting of credits fixing moximum limits for cach economic
branch or activity, if this should be nccéssary.

i) To fix the margins of guaroanty, the norms éf vdluation, and the
other éonditions inherent in the grenting of loans.

'j) To consider the reports proparcd by the Technical Department,
which may ﬁe presented through the President or Menager, and which have
becn previously studied by tho relcvaht commissions.

k) To epprove the opening of Agencies and Bfanchcs of the Bank
within the country to draw up their rogulations and nominate their

-

/zuthorities in

)
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eathoritics in cccordance with this law; to nominate correspondents
Eﬁioad and within the country to accept éorrOSpondencies from
wi thin the country and from abroad.

1) To consider and cpprove the annual Budget of the Devclopment
Fund ecnd the distribution of the annuzl contribution from the Stcto, in
accordance with the progephs of this law, and |

m).To resolve ﬁny other matter whpsé decisién rnay be required
under this law and its.rogulations and in genernl to _rorcisc all the
functions necessary for the better fulfillmcnt of thesu.

Internal Commitices

For the bcttor~fuifillmdnt of its cuties, the Board shall be
organiscd in eomhittces which shall s*dy those matters which may be
submitted to thom rad shall inform the Board. Two committe.s are
obligatery, és follovs:

1, The Comittee of Crodits ma Operations, which shall be compesed
of the Dircctor ¢lected by the private banké plus four‘mombors clected
by the Beard of Dircctors from acmong its mombers., The Manager of the
Deportment of Credits and Oporations shall be an ex-officio member with
a vote, andvtho Heods of Scetions shall 2et 2s permanent counscllors.,,

Re The Cormittee of Development, which shall be eompesed of the
Ministers of the Trczsﬁry and of Ikvilopr nt and Agriculture plus 3
reguler menbers clected by the Beard fram among its members, The
Manager of the Department shall be =n ¢x- fficic ﬁ@mbcr with 2 voté and
the KHeads of Spctions and of ths Teernical Division shall act as |
permanent counsclilors.

Charts 2 2nd 3 show the corganissatien of the Bank and the functions

Jof its
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of its various depordencics,
The President:

The President shall ha&e the follewing cuties:

a) To proposc to the Boafd of Dircctors the measurcs or resolutions
ﬁhich in his‘judément may be convenient for the bﬁttér'fulfillmcnt of
the aims of the Iﬁstitution.

b) To inform the Board of Dircetors, at ecach meeting, cencerning

ci
oy
O
o)

ffeirs which may have grecatest importance for th. funtieming ef

the Bank.,

&

c) To propose te the Board of Dircctors the nomination of the
Managers of the Institution and the ceomposition of the Commissions .
belonging to it

d) To guide snd supcrvise the higher administratien ef the Bank and

~the fulfillment of +the Law, the regulatidns and the decisions of the
Board of Dirccteors, .

e) To resolve, in the last casc, thosc matters which may not be’
reserved for the docision of the‘Boﬁfd‘of Directors itsclf.

f) To excrcisc the legal representation of the Bank, jointly or
scparatcly with the Managers, being able to delegate this representation
only to fho Vice-President, coxcept -in those ¢ases in which hié
intervention is obligatory by law,

g) To direct the relations of the Bank and the Beard ef Directors
with the public authorities, with the banking system and with
‘intcrnational organisation, 5nd

h)vTo excrelise all other functions which may pertain to him under
the Law, the rcgulations and the deciSions of the Board of Dircctors,

/The Vanagers

)
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T Menagors

The bank shall hévevtworpanagers nominatced by the Boarcd at the
proposal of the President of the Board., They shall be rosponsible for
the functioning of the Bank in their rospective departments, Their
cuties arc as follows:

2) To diroot.thg cxecution of opcrations of their rcspective
departments end supcrvise the observance of the Lew, the regulr tions
and decisions of the Board of Dir.ctors.

b) To report daily to theIPresidcnt concerning the running of the
Departrents and to submit to the ecnsidsration of the Board of Dircctorsy
at lcast'oncena month, a report on the financi&l'position of thecsc
departments,

c) To proposc to the Board of Dircctors the nomination, suspensicn
or removal of tho Heads of Scctions and th@ asscssors of thc Bank, and
teo nominate, susgend or remove other functionaries or staff in their
fcspective Depdrtments,

d) T

0 exercisec the legnl veprescntotion of the Bank, jointly or
separatcxr v th tho Presidont, acgording to the rogulations and decisiona
of the Boord of Dircctors, being permitted te &clcgate this
~roprcs¢nt&tion to a scnior functionary ef the Bunk, exccpt in those
6ases in which thcir owm intervention is rﬂqﬁired by law,

e) To sonfor and revokc power for cevenants to persons foreign to
the institution. |

£) To submit annually to the Board of Dircctors, through the
President, the budget, the general balance, the profit end loss account

/2nd the
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and the reports of thcir’rCSpoctiVe departmcents, )

g) To.form par£ bf the Committees of Credit and Operations and of
Development and to present for their consideration those matters which
may be within their péwers, and

h) To exercise £he other fimctions and faculties authorised to‘ther
by the Law, the regulations and deciéions of the Bozrd ef Directars,

Departmentalisation

The Bank is diwvided into the following Departmentsa:
(a) Department of Credits and Operations; and
(b) Department of Develorment,

Department of Credits and Gperations

This department 1s the most thre :h which the National Develepment
Bank effects the follaeing gperatiqns:
{a) The grarting @f shart, medium and long term loans
.(S) The acceptonce of sight, savings and long-term deposits
(e) The iSSuiﬁg af mortgage bands and theose with property
guaranties.
This depafﬁment is divided—inté tWo sections, as fQllows:
(I) Shart-term Section
(II) Vedium and Long-term Section
Each sectian shail‘keep independent books, and their capital,
reserves and éperatidns shall appéar in seporate balances.
Operations
The active operations‘mmich these two sections may undertake under

the Law are as follagws:

./1. ShorteTerm
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1. Short~Tenn Loans,

1) Theke loans ame .used tovcover.the expehses oflcmltitation,
processing and other agriqultural, stockbreeding or industrial
zetivities,

2) To purchase sced, raw materials, disinfectagts and rapidly
‘assimilated.feftilizersa | »

3) To harvest,

L) To agquirs catrtle for fattening.

5) For the nanufreture, processinz, trinspert and preservation of

agricultural, livestock or industricl products,

Term

_The cysle of preoduction or operation, without exceeding 18 monthis,
Guaranties

Agriculturil and industrial products deposited in the General
Deposit Warehouses, wiilch offer security and have been previously
ocecupied,

‘2, Medium-Term Loans
These loans arpe used for:

1) For the purchasé, use, renting or re~purchese of agriculturz]
and industriel implements, instruments, tools and spures, fertilisers
which are slowly assimilaﬁed, animals for daught ﬁr miresGing purvcses,
cattle faor reproduction ,

2) For the sowing of permonent arops.

3) For theé openife up or improvement of orable lands,

/i For the
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L) Fer the purchase or installation of _eoricultural and industrial
m?chinery.of working.effeqts and material improvements which will direcy r
afféct the development of the production of Hgnduras.

Term, |

Not'more than 5 years exeept for loans grantedqur the breeding of
fine eattie, plantations which commence to preodace after the expiry of
this pericd; apd the purchase or installation of imprcvémenﬁs with a slc ¢
amartisation, which may exceed 7 yearé,

Payments
By periodié‘amortisationg whieh may be deferred until the investment
begins g produce,
3, Long~Term Loans
These are‘used for:
1) The acquisition of agricultural lands,
. 2) The fuliillment ef'prgductive agricultural tasks'

8) The purchase or censtruction of buildingslfor thelestablishment
of industrial plants, warehoquses, workshops, eﬁc,

L) The'censtructi§n of collective dwellings for workers
Term

Not léss than five years ner mors than 25 years,

Guaranties - .
First mgrtgage on real estate si?uated Qithin the territery of

Henduras, |

Narms far credit
Thé Baard shall fix from time to time the margins of security and

paﬁterns gf valuation for loans, In ng case may the amount of a loap

/exceed the
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xceed the following limits:

a) 100 per cent for loans guarantéed with value such as shares and
debentures}issuad within thp Republic by Limited Liability compaﬁies or
on mortgage wonds, issued by the Bank itself,

b) 80 per cent on\loahs guaranteeﬂ by mevable goods.

.c) 60 per cent for loans gueranteed with mortgages.

The valuations of the guaranties which tﬁe Bank may make before
granting loans shall be based-on the value of the fnesme and annual yield
of the property offered.» In the case‘éf rsal estatez, when the valuations
excead the declared value fer the payment of taxes, this last figure sha:
be the cne ﬁo be taken into zccount for fixing the 60 per cent,

The applicafions for credit should express élearly the amouni
requested, the purposec for which it is to be used, the guaranties eofferec
the term and the form of amortisation, as well as a statement of the geod
income and expenscs of the spplicant., The dgta shall be given under oath
and shall be strictly confidential,

| The sumsfgranted shall be those strictly necessery for the ochieveme.
ef the cims & clafed.__

| The Bank muy cgntrol the use of credit by meuns of its agents, If
client should refuse to give informétion for purposes of control, the ter
shall expire and ths obligation bucoues totally payable.

any transfer in the owner$hip and constitution of new.burdens on the
guaranty should be eonsulted with the Bank, the term expiring if this
requirement is net fulfilled.

Long term eredits are paid by monthly,'six4mgnbhly cr annual quotas

/Tach quota
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Faoh quota eomprises the payment of capital and.interestée The Bank
shiall prepare tables and give the clients fomms describing the sums pai .

The slients may pay the long-temm cbligaﬁidns iﬁ currensy or in

bonds &t pa: af the éeries cérresponding to the lcan.

Mertgage Bonds

| The Law of the Development Banks foresees that the Institution wil

issue lien bonds and bearer mortgage bonds which shall be transferable id
négotigble by simple tradition, Above the real'guaranﬁies of the
“mortgages and liens constituted in the Bank's favour, the bonds and,
bearer bonds shall enjoy the most complete subsidiary guarantéé of the
State,

~ Department of Development.,

~

This Department is the unit by means of which the Bank may effect
the folloﬁing'@perations:

a) Particiiate in‘forming.the whole or part of the capital of privae :
publie or semi-governmental enterprises, as well as purehase and guarant 2
the obligations which thesu may issue.

| b) Sell and place shares and ovligations of the enterprises indiéatai
in tﬁe preceding parzgrapn. |

¢) Organise and participute in tha'arganisatién and intérvenc in
enﬁe;prises and companics related with the zims of the Bank

d) Establish,'pdtronisé and direet research and experimental
secrvices, surveys and scholarships.

e) Direct developuent préjects and works for the account of‘the

Government or of third parties.

" /f) Import, export,
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L) Import, export, buy,vsell, rent , store,ﬁnd transport machiner}
toolé, working tools, seed, fertilisers and fruits or products in
gene ral,

g)IServe as & céordinating body for the Government'!s economie
dcvelépment policy. o

h) Act as the Govcrnmenﬁ's financial agent in the contracting of
foreign loans to be used for ¢conomic development, and to represent it
before internationél specialised agehcies,,subjéct to the previous
approvel of the Bance Central of Honduras.

The Deuélcpmcnt Fund shall be uscd exclusively for the aims
indicated by the Law and thé risolutiens of the Bmard of Directors
regarding this should be -token in eollaboration ﬁith the Committee of
Development and subject to ¢ prior report ffom the Tecbniéal Divisiorn.

- Budget
Thé Bocrd erf Directors should zpprove an armual budget of expenditl es
which in the sspect of Economic Development, shall be the Bank's plan of
c¢tion. for the ?iscal Year, Thé Dudget shall comprise:
Technical Services
Survey and Planning
Treining of technical staff
Own investments of & productive nature
Specizlised Services

The Bank shalliastablish, maintain and operate, alone er in
cooperation with officizl or priv.te bodies, in Honduras er abroad,
specilalised ser&iccs for assistince and tuchnical rescareh in the various

Jagricultural,
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agricultural, stockbrueding and industrial branches, Thcsg scrvicqs sh: 11d

covers:

a) Agricultural and Livestock experimental stations; laboratories
fof indﬁstriél expefiments; agricultural mcchanisétiqn stations; :
.production, import, export, buying and sclling of good gquality seed, i1
stud animals; disinfeétants, fcrtiiisers, agricultural jmplements, etc;
plants for storing grdins, aﬁd all activities directly connccted with th
aims of the Institution., |

b) Technical advice to féxmsrs, stockbreeders and industrialists or
ﬁatters such as productiqn and standardisastion methods, the organisatior
of enterpriscs and commercialisation of production,

0) Technical studies on thc'country's economy and ratural resources
improvement of tﬁc cumpil&tion of statistics on proddction, consumption
~and-investments; all this bearing in mind the convenience of not
'duplicating sirmni.i.r tasks of <conomic research being carricd out by othe
v.bodies, and |

d) The granting of specialisation schelarships abroad, to-be given
to Hondurans, with the object of creating gradually the technical staff
which may be nscessary.

Technical Services for the State

At the request of the Government or any of its dependencies, the s
Bank shqll lend technical assistance ot its own exponse or the expense of
the Government in order to carry out research on plans for economic
develgpmcnt and to'raalise special services on production, org;nisation
and administra?ion of enterprises opcrated by the Stutc or belonging to 1

/Administration and
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Administratioh and Exccution of the Tasks and Projects for the State!s
ceecount -
The Bank, at the Government's suggestion, may prepare plans and

works for electrification, drainage, irrigation, colonisation,

communicaticns, health cte,

rarticipaticn in Enterprises
The Bank may operate, establish directly or indirectly, finance and

participate in agricultural, industrial, stockbreecdirg ond transport

‘enterprises, supplying part or 21l of the capital or scquiring shares in

such enterprises. Thes:s investments shall be made with resources from
the Development Fund under the following conditions:

a) That the ¢nterprise in question shall be highly intcresting and
beneficial to the country's ceonomy . ' |

b) Thét ther. shall exist a-fafournble technical-financial opinion,
given by specir isaed staff of the bank itself or foreign to the
Institution, tut recognised by the latter,

| ¢) Tha@ even when the Bank does noﬁ establish the enterprise on its

own account it shall assuré a convinient degree of participation in the
technical or administr@tive management of the same, and

Jd) That the principel activity to thch the unterprisc is dedicated
shall not have been advanced to a great degree by private untefprise.
Technical Divisicn

The Bank shall have a special divicion authorised tos

a) Prepare end submit to the Bank acuthorities the project of the
Annual Budget of Distributicn of the Development Fund;

/b) Advise the
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b) Advise the Dcpgrtment ofrDcyelopmgnt, the Monager, the Board c¢
IMrectors and the other Dependencies and Authorities oflthe'Bank regar .ng
suph technical problems zas tﬁese may submit.,
c) Propose to the ﬁépurtment of Development the conducting and
rcalisation of studics and projcéts related to the aims of the Bank.S
This Division shall havc‘expcrtslon the‘fellowing subjects:
Agriculturc and Stockbrecding |
Industrial technology
" Be.nomics and Statistics
Bunking orguanisetion end credii policy
Natural resources and plonning |
Orgenisation and administrotion of enterpriscs,
I shull alsc heve a library speciclising in the 3ﬁbject covered b it.

Branches and Agencies

) -
The Bank shall establish branches and agencies in those places wh ch
it mey consider necessary for the fulfillment of its aims, The work £

’
these is coordinated in the Division «f Branches and agencies.
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APPENDIX A

'PRINCIPAL BRANCHES OF HONDURAN AGRICULTURE

The arca und@r cultivation in Honduras during the 1943-4k 1/ econor 13
‘year was of approximately 348,000 hectares as is shown in table A-1,
Table A-l,

AREA UNDER CULTIVATION

(Hectares)
Meige | 155,090
Cuffee 60,538
Maicillo : : L2,074
Bananas 38,440
Beans - , - 25,440
Sugar cans 17,333
Rice 2085
Tooals 34,8,000

Svurees  Netional Beonomy of Honduras
: by John I, Hennessey, Jr.

, Maizg and buang are the principal subsistence crops. Production of
suggr is insufficient to meet the needs and it ié necessary to import thi
commodity. Bananas apre the most impertant gemmodity for export. Two U.S
Companieé "The United Fruit Company” and "Stendard Frult Company" have
large scaie plantaticns, Between 1929 and 1938 Honduras was the most
important exporter of bananas, At the beginning of that period'it
éxported 29,000,000 bunches per anhum, but there was a fall in production

after 1935 owing to "sigatoka". Scientists have found that this disease

i/ Natignal Economy of Hcnduras by John Hennessey, Jr. is used throughout
this study. aAlthough it is a relatively cld publication, it has excell 1t
informetion, ‘ .

J/eould best
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could best be conbre: 1led with "Eordeaux Mixture", However, during the

s.zond World War equrts decreased again owing to lack of sea transport,

Bxnorts during'th;‘l§32;33 to léhh~h5 period are detailed in Table a=2,
| TiBLE -2 | .

BAaNANa EXPORTIS

Years Thousand bunches
1932-32 23,493
1933-34 - 19,462
1934-35 , . 15,827

1935-36 12,209
1936-317 12,710

©1937-38 8,458
1935-39 12,537
1939-40 . 12,677
1940-.1 13,436
1941~42 : -11,700
194243 3,880
19434k - , 9,172
194445 - . 12,906 - -
1645 ' 13,138
1946 o 14,184
1947 15,211
1948 veee

Sources: Until 19&&-&“ National Ec:nomy of Honduras by Jonn Hennessey, J »
From 1945 on Economic Survey »f Interamcrican agriguliure by
Miss Regis Dunnigem, Genzalo Blanco and Thew Johnson ~ Volume I
1949.

Coffee is an important merket crop for small and medium holders. Pa .
of the crop govs to i1 Salvador and is inciwded in the exports from the
" latter.

The arca wnder cultivation of eoffee in 1945 was estimated at 24,670 iy
hectares, with 39,529,000 urvcw. This cstimate scems high since it implic
an average precuction of neorly 100 grammes per iree,

The total e;ﬂoruuhle p”ﬁ”uc+1 y of coffee in the 1935-36 to 1949-5)

pericd 1s shown in Table 5~3,

(T abla n"
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TABIE. A—3

TOT.L EXPORTABIE PRODUCTION OF COFFEE

- o o (In thousand sacks of 60.kilos)

. Years : Totdl beduction Exports
1935--40 a/ : 57 27
1947-48 100 60
1948-149 105 _ , 65
1949-50 b/ _ 100 ' 60
‘a/ iverage b/ Provisicnal
§_O‘1£C_C‘i: ’ OsFoi‘acRoA UeSoDo l:‘\o

Tobaeco is anothor crop of intercst te smell holders, . This product
is either utilised within the country for the nenufacture of cigars and
cigarsttes or else exported t> 1l Salvador, The production of cigars

and eigarettes was the £:1lowing in 194L5/46s

Cigerettes 339,748,480 packs
Cig.rs 350,250 units
Other creps thot have a certein Importonce in Henduran agriculture:
arc abaecl (Manila hemp), citronella, cocoa nuts an? wheat. The procuct n
of Menila Hemp in the 1944-47 perisd can be seen in Table Aeq.
Tl‘&BLE u,“'&
PRODUCTION OF MsNILs HEMP
Years Fibre Tons
. 1944 9y, 625 ] 43,200
1945 2,520,375 124,450
1946 3,153,425 : 92,000

1947 &/ 5,575,625 81,250

a/ 18 months,

Source: The Fibre Industry in Letin american

Kepublics by Brittain E. Robinson,
Pan american Union,

/Henduras present:
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Honduras precents good conditionsvfor the develoment of livestock.
Livestock breeling exists in almost 21l the territory . .although modern
techniques are not appliéd for dairy cattle, The same can be said of
the hcrsé and hog breeding, In rural areas and small towns the donkey
ié used for the transport of water. The 1944 census shows the following
figures: | |

TABIE 4-5

LIVESTOCK CENSUS 1944

léyostocg_ ' Number of Hecads
Cattle : 702,483
‘Hogs 258,004
Horszs . 153,67
Mules zad donkeys 71,428
Goats 18,228
Sheep 14,311

Srurce:  Naticnel Fconomy of Honduras
by John Henncssey, Jr., '

Thefper cnpita’consumption of milk is very lcwe Owing to lack of
trénsport facilities milk is.oftan proccésed and there is & considerable
: proaﬁction of white sclted cheese, Jces are only consumed in.important
centres.:l/ N

In Tegueigalpa there is a meat processing industry and output of
whieh is about 10,000 pounds a day.
Honduras has groat wealth in timber. Mahogany end pine wood are the

market  products,

1/ The Dairy Industry of Honduras, by R. E. Hodgson an .. C. Dahlberg.
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APPENDIX B .
COMPLEMENTARY [EGISLATIAN

A draft code of commerce was presented before the_Honduranaeongness
inuJuly 1945,

This draft code oontains ﬁany prqvisions whieh have a dirent
influence on Agrieultura; Credit. The‘following main prévisions are
listed hereafter for information. They deal with

A 1) Warehouses q
2) Crap an@ iﬁprovemqu lpans
8) lieg without r"mcvai,of>the pledge
Warchousgs: | _Av

The proyisions dealihg with these est-hlishments whigh are related
to qredit aré the foilowing:

1) A depcsit mede in a warehouse 1g cnc made in 3 estaplighment
te which the public has free aggess &n@ the purpose of whish is to keep
any kind of goods. The wsarchouscs whicgh havebeen speeially authorised
by the Treasury are ﬁuthorised te issue deposit certifigates apd liegn
bodds for the goods they reseive in(ieposit?'

2) A Depecsit certifioate gonstitutes an‘assunange that the deposite
goods are available in the warchpuse which iséues tbé certificate, the
1lien bond oeriifies that a2 liem deposit has been méde re;atéd %o the
gopds indicated in the garreépéndihg deposit ceptificate.

The documents that are issyed by warehouses that arenot authorised

by the Treasury are not congidereg¢ as being title deeds.

3) 1In the gase of merchandise wr geods that are consigned

/individually the
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‘individuslly, the-wareﬁouées may enly issue a lien bond in_eonnestion
with each certificate of deposite. If-the merchandise or goods ere
generieally consigned, the warehouses may issue multiple lien bonds, in
acecorgance ﬁitﬁfthe‘inétructith'of the depositor, | -
| When'the certificate of deposit 1s issued on the expreésvcondition
that it.is not négotiéble, no lien bonduwill«be issued in connection
with it. | |
If a single lien bond,'it must be 2 ttached to the certificate of
deposite | |
| The warehouse may not issué-a sinéle certificate exasept when the
soid ceftiiisaté is.nohﬁnﬁgotiable. - |
4) Both on the comtificate of deposit apd ﬁhe lien bond.meﬁtiog ' l
shall be made of: | | . |
| I. Ths f2et that it is a “Cértificate of Deposit" cor a lien
bohd; | | |
II. The neme and title of the Waruhcusé;‘ B . o
: IIT. The place of deposit; | |
| IV. Théwiate on which the document waé issued;
V. The ordinal number of the document, which must tally on
both the certificate'of deposit and the lien bond or bonds,
and their &ubséquent ﬁumbafs, when various of the latter
are issued in relation to a single certificatelof deposits
¥I. Whether théﬁdeposit was cénsignédiﬁgividualiy or generigally
asr;egardé the-merehandisé or’g@ods deposited. |
Vile The}sbeeificatiéﬂs cf‘the mepchahdise or goods deposited
_Qrﬁlrefengnee to their natuée;ﬂquality and!quéntity and

/other identifying

o

. B
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'fé%ﬁéf identifying factors.

VI1iI.

IX.

The stipulated duratiom of the d eposit
The name of the deposiﬁor, or, in the event of this occurrir ,
the fact that the certificates were issued to the Bearer.

Whether the goods or merchandise deposited is subject to the

peyment of taxes, duties or other fiscal liabilities, apd

. when deposit depends on the prior settlement of such dues,

XTI

XII.

mention thereof,
Whether or not the goods or merchandise-deposited are
ccvered by insurance, and im the affirmative, the.amounﬁ
for vhich they are insured.
The sum of the debts or tariff owed @o the warehouse,'ep

in tYe event thereof, mentiom of non-indebtedness.

5) The Sceurity Cergificate should fumthermore mention:

I.

IT.-

III-.

Iv.

Vi.

Tas naie of the hclder of the oértifioate, or meptiop that
it has been issued to the béarer. |

fhe totel erecit for whieh tke certificete has been issued.
The agréed terms 2nd rete cof interest.

The dote of maturity'whigg must pot be later thag the
terminal, date of depo;it. .

The signature .of the helder of the ertificate negotiating
thevgertificaﬁe in the firsv plaee.

A signed deglaration by the Waréhouse or Credit
Lsteklishment, acting in the first negotiation of the
gertificate mentioﬂ}ag that the correspondipg annotation |
has been made on the respegiive sertificate of deposit.

_/6) When the Lien
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68) When the Lién Bond does not -indicate the-oredit for which it
was issued, it shall be-understood that the amount’'is equivalent to the
total value of the gocds deposited.hy -a bona fide depositor except t:-
righ£ of the holder of the certificate of deposit to claim foxr the
excess which the hoider of,the‘lién‘bond-receiVGs over and abcve the
rea]l value of the cradit.,

When the rote of intérest is not stipulatéd, it shall be assumed that
the legal mtes have been accepted.

7)  The Warshouss shell issue such certificates from a stub book
into which shall be entered the seme date as are made on the’documents
issued, aécwrding to the stipulaticns madée by the warehouse authordties
cr in aqcor@ance with t he regulations of thelCreditestablishments
intervening in the primary negetistion cf the deéd.

8) Wheh.multipléilien bords are issued correspending to a single
éertificate of deposit, zs fremthe date of issue the warshouse shall
be responsibls foer the mention on the szcurity certificetes of the
stipwlaticns of Poragrsph IT to TV inclusive of Article 8B4, as also
for the mention in thé certificate of dewmcsit that the lien bends have
been issued,in aocdrdance with these requirements,

: \

$) The lisn bond may only be primermly negotiated apant from the
\cerﬁificate >f deprsit with the crnsent nf the warehouse issuing the deeds
cr ¢f the credit e steblishment'.

When the certificnte is negotiated in'theffifst instnncé, tﬁe econditic 3
established in elaﬁsés I to VI of béragﬁaph évmﬁét ke fﬁifilled in the
case of ¢ single lien bond or whén‘mnitiplé.deeds afe issued.the
requirements of clauses I, V and VI. '

/The annotatiéns

»
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The annoteticns referred to above must be signed by the holder of tl

certificate and by the Warehcusc or credit estazblishment who shall be

"liable for demage or loss suffered by the omissicns or inaccumscies whic

RQay cecurs
The orecit ¢ stablishment interyening in the issue of the bond

notifiea in writing the warehouse which has issued the original dosument

’

10) The multirle lien bond mentioned'ih péragraph 8 shall be sued f v

2 global amount cdivided in as-many equal"parﬂs'as thers are bonds issued

and mention shall be made ¢n each certificate that the ¢redit of its

legitimats holder at the Qate'cf meturity wilf be pubjest to numerical

preference in accordanee with the nume?ation of the oeggificates themsel” s«
11) The sertifigates of ‘deposit nd’ the liey bonds may be issued

neminally or te Etarer, on behalf of the depositeor cr im favour ~f a

“third party.

The hclder ~f these Ceeds mry freely cxchange the form of their
oY ) :
. oo
girculaticn,

12) The legitirate hilder of the certificetes of deprsit and the bor

may at any tire withdraw them by returning the ocegtificate of depcsit apd
that of the ccrrespondiﬁg bend ¢r buonds and settlement of the béspective
liebilities tn the fisesl and warchouse authowities.

18) Only the holder of adeposit cepiifioate may di#pcse of the
merchandise and goods deposited, But they may not be withérawn axeept on
payment of the pgonfragtual cbligﬂtiéqvinqurred with'ﬁﬁe Fiscal and

Warehouse authorities and the deposit in the said warehouse of the sum

represented thereby. He may, furthermcre, when the natupe «f the goods ea
/be easily
!
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Se easily divided,Aand under the re§p9nsibility ef the warehouse,
'withdraw‘a part of the é@ods déposited, handing over te the warehouse

a proporticnal amount of the sum¢cwéd represented by the lien bonds for
thé amdunt withdrawn and paying a proportional amsunt of the oontractual
ll&bllltl@“ in favour of the warehouse or credit eatabllshment. In

this event, the wmrehouse shall duly note the correspoqdlng amount on the
respective certlflcates and stubs.

iL) . The legitimate holder of a non-negotiable certificate cf

deposit may dispoée freely; or in parts,; aof the merchandise or goods
~deposited, if they can anly(be divided by issuing délivery arders on
behalf of tﬁe warchguse and making paymspt_qf ths contragtual debt
witﬁ'ﬂhe fiséal suthorities and the warchouse, propeortisenally in
accafdance with tﬁe pafte wblch it is his intentign tq dJspose af,
'unless there is én arréement tq the contrary.

15) thn.: lizn Eond is net settled at the date of maturity, eithén
totally,or}pgrtially, it must be nrotested nct later than the éeéqnn
worklng day after the dute of maturity in the same way as with any
- letter of exchange « |

The‘protest must be made at the warehpuse itself where the
Ceru§pqulnF certlchatraof deposit was issued, agalnst the legltlmate
holdpr thereof, even when his name and address are unknown, and despite
his absence when thé protest is made. “

Phe annutatlcn 1nscr1b€d on the lien bond or on an attached sheet
stz tlng that the deed was presenth for p~yment at, maturltv and not
totally paid shzll serve in the stead of a pretest. In this case, the

/hﬂldep of the

°
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holdsr of the bond shall give advice «f failure of payment %o all

signatcries uf the deed,

16) The hglder of the protested iien bond in acegrdence with the
preceding nrticle shall splicit within the eight days subsequent t9 the
dete or pretest that the warehouse ppoceed with the enfoneed sale by
publisz auctien «f the goods deppsited. |

17) ihe ppqceeds of the srle gf the gaods c¢r mqfihandige de@gsited
shell be allocated immedintely by the warehouse, an@ in the fqllowing
prder: |

I. T3 the péyment of the taxes, duties apd fiscal liébilities
~ %' pending an the gocds or merehdndise deposited in the
worchouse, h
II. Tc the settlement of the debt tg the wapehodse, in a gggrde; e
with the terms ef the.contract of deposite
III. 7. the peyment of the value gonsigned gn the lien bonds an
in the event of there being severzl such bonds correspondi: -
to a single certificate ¢f deposjt; in the grder of
prefepence previously established, amang the_V°rious holde:
of the said bonds, im numerieal cpden.
The remainder shall be reservgd by the warehaguses apd remain at the
dispesal ¢f the hglder of the gertifisente of deBQsit,

18) If thé goods gr merehandise depasited are oqvéred by insuragoce,
the amogupt 2f the corresponding ipdemnity, in the ease ¢f lges, shall b
applied'inzacocpdanoe wigh the terms of the preeesding paragraph.

19) Thé warchouses shall be eonsidered to be thedpositaries af the

amgunty of the rrgeecds of the sale ¢r withdrawal of the merchandise
| /or the ipdemnity
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ar t he indémnityfpai& in the éasé ef lgss, which are duﬁ to the holders
"~ of the licn bonds and certificates éf deposite:

20) The warehouses shall indicate gn the bonds or an a page anhexed f .
thereto the ~mo'mt paid on the bonds by the proceeds of the sale of
the goods-deposited, or by.the qdrresponding’Sums which the warchouseé
shall have at their disposal in acoerdance witht he abeve paréérmph 19.
They shall also indicate, in the event thereqf, that ne sale of the good
was possibles This‘annotation will serve as-evidenoce in the event of leg .
action.. .

21)"If the procreds of tﬁe sale of the deposited goods,'gr the tota
sum qf the amounts whioh the warchouse has handed over 4o the holden f
‘@he lien bond as par‘clauses 13 and 18 is insufficient ta ocaver the tata
amount of the dcbt comsigned by the bond, er if, fqr any reason, the

. wareheuse does'nmt exeecute the sele by auetion, or does not hand oven
to the holder the sums roceived in nocardamce with thétmrms of the abowe
~ paragraph 19, the holdér of the lien bond mayfsue zgainst the = nsan
or persons negotiating the bond in the first instanae separately from the
certifigate of ceposit and elso agrinet the ;ubsequént endqnsefs of the
bond and those guaranteeipg'if; The aebtorélwho pay the debt have the
.same rights against previous énd.grsersg

22) " The rights of the holders of lien bonds shall laﬁse'as against t »
endorser ar guarantors when:

I+ The bond shall not have been protested in a geardance with
thaztérms established oy paragraph 15.
II. The holder shall not, have sglicited the enfepgec sale by

suetion of -the geods gr merchandise deposited, in ascordance

/[with the terms of

| ETI————————. e e v
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with the_terﬁ§ of article 16 above.
III. The action has not been bhouéht within therperiod of 3 mon!

after the date of sale of the goods deposited, or after the
dey when the warchouse has posted notice to the holder of '
bond that éale cannot be effected, or after the day that
the warehouée shall have‘terminantly.réfused to deliver the
amounts referred to in p;regr9ph 19 or deliversd only a pa:
‘therecf, less than the amoqht of the debt incurred and
econsigned on the bonda

Thcugh thoe right to sue ray have lapsed against the endors: -
and threir gparanﬁors, the holder of thg bond preserves his
rignt ta action agginst whosoever may have negotiated the
'deed int he first instance sﬁpafately from the bond and it

: guerantsrs;

23) The sults 2rising from the ¥gnd fer the withdrawal of

"merehandisé'shall be limited to a peried ef three years as fram the dat

of maturity indicated fer deposit on the gertificote,
Suits arising from the bond sﬁall be limited te a period of $ years
2s from the date gf raturity of the said bond. .

. The same period shall be stipulated for suits arisingi%om‘the
certificatc of denosit to withcraw, in the event thereof, the amounts
which rémain in the hands of the warehouscs, infaacondamoe with the
termé of“p&ragraph BN
¢rop Loaps - Impnpv&nwrg loans

The proyjgion pelnl®S to thuse @ypes of loan ere the following:

I.' In eompiiance with his comtract , the benefieiary of a eror

/ .
/loan is under
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loan is under th@ obllg tlon to 1nvest the amouﬁt of the loan in the
puschﬂse of prlmary commodltles and maturlals'and in the paynent of wage:
salcrles and qxrect anc 1ndlspensable expenses of the holding.

2) .The orep loans are guaranteed by the primary oommodltleg and
materials?thatzare‘purchased and b& the fruits, products or manufactyres
obtained ﬁith the loan, as and when they materielize.,

3) In compiiance with‘ﬁis contréci thé leanee must imvest the produ
of the loén in the purchase cof tools, implémenté,'fcrtilizers, livestook
or breeding stock; in plantations or in‘annual or peremnial erops; in
‘iand reclamation operstions, in the purchase of machinery in building
or in works th:i are nccessary frr the QGVelopmcntlof the holding.

The contract crn alsc prdvjde that pprﬁ of the loan sﬁould be
ﬁsea for tbe pavrent, of taxes melated to the holding or te the goods
he uses for the latter when the contract is signed.

L) imprav:ment/lﬁans sre guaranteed either simultaneously or
separately #ccording to the contract, by the land, buildings, machinery,

tools, implements and other chattel zoods and By the fruits or products

i

o

of the holding as and when they mzy materialiien
5) The loanee cen sign proml sOFy notﬂs in favour of the lenden
in conformlty w1th the provisions pertaining tc the Joan, pr~v1ded that
the t»rmq uf tthb notes are not longer tham the term‘of the loaw and
that mentlon of the origin of the operation be made on e documents in
crder that they may‘be‘identified and shcw the registry notes of the

’

original loan. The transfer of these OCUPQHtS ¢mp71es, in nny cese,

K

the jeint respensibility of thﬁ nurscn or perqonq whc trpnsfpr and the

/trm1 dttrl

’
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'transndttal of the corresponding part of the principal represented by t

notos, together with the gparantieé and other additional rights in the

ccrresponding proportions.

6) The improvement loap ccntracts shall

-~

Le

i
it
-«

T

,

Express the objett of the operaticn, its duration and the

form in which the loanee will be cntitled to dispose of the

lcan.,

Determine with due precision the'guéranti s and indigate the

other provisions znd. conditiong ef the contract.

Be scnsipned, 1f eppyerviate, in private contracis that

will be simed in triplicate beforé known' witnesses and

ratified inthe presence ¢f the employee of the public

resistry merticned in IV, |

Be inscribed in the aporopriate Registry of Property,

asccrding to £ he location of the guaranty, as also in the
spprobriate Registry of commerece.

The orop end improvement loan centracts will have effect on

thi rd parties only after the time of the inscriptioh in the

registries.

7) Those who concede orop er improvemert loans will have tg see to

it that the produgt of the loap be invested aceording to the provisions

. ‘ of the contract, 1f it is proved that znother kind ef inversion is made

with the knowledge of the lender apd through negligence om his part, he

will lose his privilegec.

The lend=r will have the right st any time to apnoint a coaptroller

whe will see to it that the leznee fulfilils his obligations. The salary

,/and the exrenses of tle




B/ CN.12/167/ Add oy
Page 46 ’

afid' the expenses of "v;he comptroller ére the  responsibility of the lendc
unless the contract provides otherwise. 'The loanee must facilitate the
fulfilment of the ogmptroller's task. If the loanee use the funds to
differznt ends than t.ﬁcse provided fer in the cmtréct er dees not atten
to the business with the necessary diligence the' lender can annul the
conitract, consider the obligation as foreclosed by anticipatiep amd clai:
reimbursement of the sum he has loaned with interests. When the loanee
endorses the notes, and unless the contraet provides ctherwise, he rust
still txra’bch cver the investment that the loanee will make, and also
safeguard the amsirentj,es, being cor;sider’ed in this casc as the aremt of
the holders cf the not-a-.-s vhich will be deemed mature.

8) The ercv loans, duly registered, shall have preferencec for
payment on improvemert leans snd beth s}'aes.li have preference over
. mortgéges registured subsequently when tlns transfer of the property
for the devclermsent of which the eredit was grentéd shall h ave been
effeeted without prior ecnsent of the lender, the lattor shell have the
right torescind the contract or deem the date of maturity of the
cbligation r._c‘;v-"-ncz:é and demend its immediate séttlement.

9) In case of improvement on crop 'loans, the pledge may remein
in the possession of the debtg)r.. For purposes of civil or cemmercial
lizbility, the Jlernee shallbe considercd as the legal depositary of
the fruits, products, ‘livestock_, implements and othor movable pledges.

1)  The lender may elaim the pledged fruits or.products of a crop
or improvement loan agoingt whosoever ‘may have acquired them'dir e,ot]...j' froi
the loanee croagnd rst subsoouent persons agqui r*nz: "such propepty with

/ knowledge or who
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kriowledge or whe should have had kndwledge of the pledge bearing‘thereon
11) 1In the ccses of improvement or crop loans, the pledge may be

2 téndered by whosoever develops the undertaking fcr the promotion of whict

the loan was raised even in the event ¢f the third person not being the

v \
owner thereof. .
12) The guaranty constituted by improvement loans on holdings, buildi gs
and real e state shall wncompass
I. Ths land
.IT. The buildings and other edifications erected at the date of
the guaranty of tho losn or subseguently.
TiTe. Permenent fixtures..
. IV. The mo¥able property and the animals recorded in the deed su 1
. as livestocck on ruval holdings, intended wholly or in pert £ -
purpesns cf cettle breeding. ,
Ve Arn zventual ihdemnity obtrined vy way of insurance in the
event of loss or danger to tfe sald goods,
132 The lender shall have the rreference of payment of the lean
with t he profits derived from the guaranty over 21l other creditors
with the exception cf the so~called "de dominio" and other erediters
of mortgage” doams paised previcusly.
The preferenceﬂ@stablished.by this article'will not lapse by the
.

transfer of the geods on which & lien reverts to the hands of a third part

whatever the motive fer the transfer of cwnership.

.

Liens without Removal cf Pledges
The regulaticns relative to this typre of guarenty are as follows:
1) The lien should be delivered to the. debtor or nay be left
v

- /in the power of

as
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in the power of a third party.
2) The lien may he .constituted without remevel of the pledges, whi 1
remain in the possesion of the debtor, when it is constituted on elemer 3 i
. . ) ) n .

whieh are nececssary for the exploitation of an enterprise or the result

(i
of the same, eand in those cases where the Code permits, e ven though tho
ciraumstances are not present.

3) The lien on share values shall be constituted:
‘I. By aandéréement in lien of the shares te brder;
- II. By endorsement and registration, if they should be nominati °
ITI. By the s#me endorsement and notification to the debtor if
~the shars wgre not regotieble.
IV. By the hanc?fin,{g: aver ¢f the lien bondg and R
V. By the simple delivery of the sharcé if they should be ’
bearer ﬁ%‘]:};;aas; a reeqsipt sh.oula be demanded, explaining the |
pu‘.'r,r:c"s-ri‘ for which it is extended.
L) The delivary of the key to the places in which ithe articles
~are kept is equivalent to the delivery of these.
5) 1In eontraets for orops and improvements, the lien is perfected
by the 7insc_ription ¢f these, |
In tne disc‘oﬁnting of crecdits in books, this will b e perfected by t!

annotation made in the r egister of the disecounter, if this should be a
banking estavlishment . .

6) The lien creditor has the right to retain the article while the
eontragt lasts ond the prineip~l olivligation eentinues., The right given
by the pledge is extenced to all the acc;ss-:sries of the goods and their

increasee.

/ The lien creditor 4
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The lien erazditcr may take the necessary steps to i‘ecover
possession of thre srticles, ifwthese, should be lost or taken away frem im.
7Y If prior to t he maturity of the guaranteed obligation, the shai s
given in lien should mature, or should Be am'o’rt,irzed, the lien creditor
may r.eféirx the amount received in lien,
8) If the debotr should not pay within the stipulated pericd, and
in default of such period hav.'i.ng;‘been fixed judicially, the creditor- -

may @clicit and the judge may decree the ;'_:.ublic selce by auction of the

<

gouds pledgedy pricr to the citationof thedebtcr end of the person

who censtituted the lien.
If the creditor shculd so request, ~nd the judge should see no

inconvenience trerein, the alienstion may be effected by means of a

broker or of twe radestien esteblished in the market, at the price

qucted on the Borss ¢r in the market.,

’i‘he amcun:'. roteined fr::;\m ‘the sale shall be _adjudicated to the
creditor in jeyment of his credit, ond the r emainder, if such Jc‘here
should be, shall be placed at the disposal .-:>.f‘ the debtora

In the case of extreme urgency, and under the creditor's
r-ésponsi’bility, the Jjudge mey authorise the ssls even before notifying
the cebtor. The broker or-tredesmen who may intervepe in the sale
should extend a eartificate of this +o the .credit'ort. No adjudicaticn
of the amcupt cbtained shAll e made until the debtor shall have been
nc=tifi¢d and ke shell have had an cppertunity to oppese the Same

9) If the price of the goods or shares given in 'liea should drop,
so that it is dirsufficient to cover 'the. amcunt of the Cebg and twenty
ver cent maore, the ereditor may preoced with the sale of the same, in

/ the manner already
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the manner alfeady established, He may/prbéeed in the same mannér if th
| debtor shou'd net fulfil the obligaticn of supplying him in time with
the neeessery funds to cover the deposits.to be paid on the shares.

The debtor may cprose the sale, effecting the payment of the funds .
reqﬁircd in order to effect the deposip or improving the guarsnties by
the increase ofvthé articles given in pledge, or by reducing the debt.

10) All clauses authorising the creditor to teke possession of the
lien shall be null and void, even where this is of 1less velue than the
debt, as well as these authorising the ereditcer to dispése of the lien
other than in the manncr set forth in the preceding articles. The
aprroval shall be valid, if agreed to in‘writing and after the lien-hag
been constituted, cr if no cne shﬁqldlaftend the pubiic auction cr if
nc purchaser sh~uld he found in Cﬁseé éf ﬁirect sale. In these 1as£
cases, the eocjucdication may be macde to the creditor in two thirds of
the legal bic criof the rrice indicsted.

The debtor may alsc agree to the ereditor retéiﬁing thellien at the
price fixed for the maturity of the debt, but at the time of effecting
the contract. This egreement camot prejudice the righﬁs of thirﬁ partiec

| 11) The rigﬁt énd cbligaticn resulting from the lien are indivisible,
exeept in the crse of the eontrary having been stipulated; nevertheless, .
whent he debtor is empowered to effect pertial payments, cor when severél .
cbjeets or one which.is'easily givisible havé beeﬁ given in 1lien, this
will be reduced in propertion to the payments macde, sc that fhe rights
of the creditor shall always be effectively guaranteed.
12)  Onec the princirzl obligetion has‘beeh liguidaved, either by

/payment or for
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payment or for any .ther legal reason, the right of lien shall be
cblitzrated,

The regulations on Lien are not complete, since they have been '
plarned for mercantile operations. It would be advisable to draw up a
“special Law of Agricultwral, Livestock and Industrial Lien which weuld
mere explicit in relation to registration and penalties for non-

fulfilment.







