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all depositors at least equal to the re-
quirements of this section;

(3) The shipping warehouseman must
transfer all identity-preserved cotton
in lots and must list on a Bill of Lading
all forwarded bales by receipt number
and weight. The receiving warehouse-
man shall promptly issue a non-nego-
tiable warehouse receipt for each lot of
cotton stored and shall attach a copy
of the corresponding Bill of Lading to
each receipt and return the receipt
promptly to the shipping warehouse-
man. The receiving warehouseman will
store each such lot intact, and will at-
tach a header card to the lot showing
the receipt number, number of bales,
and a copy of the Bill of Lading with
the individual tag numbers, marks, or
identifiers to the stored lot. Such non-
negotiable warehouse receipts issued
for forwarded cotton shall have printed
or stamped diagonally in large bold
outline letters across the face of the re-
ceipt the words: ‘‘NOT NEGOTIABLE.’’

(4) The shipping warehouseman’s
bond shall be increased to consider the
addition of the transferred cotton to
the licensed capacity of the warehouse
with the net asset requirements based
on the total of the licensed capacity
and the forwarded cotton (The bond
amount need not be more than $250,000
unless necessary to cover a deficiency
in net assets to meet requirements.
The receiving warehouseman must not
incur storage obligations that exceed
the licensed capacity of the receiving
warehouse);

(5) The shipping warehouseman con-
tinues to retain storage obligations to
the owners of all cotton deposited in
the warehouse for storage whether for-
warded or retained and is, except as
otherwise agreed upon under paragraph
(b)(6) of this section, required to rede-
liver the cotton, upon demand, to the
depositor or the depositor’s transferee
at the warehouse where the cotton was
first deposited for storage;

(6) The owner of cotton deposited for
storage at the warehouse must make
settlement and take delivery at the
warehouse where the cotton was first
deposited for storage, unless the owner
of the cotton, with the consent of both
the shipping warehouseman and the re-
ceiving warehouseman, elects to take

delivery at the warehouse to which cot-
ton was transferred under this section;

(7) Nothing in this section diminishes
the right of the owner of the cotton to
receive or the obligation of the ware-
houseman of a licensed warehouse from
which the product is transferred, to de-
liver to the owner the same cotton,
identity preserved, called for by the
warehouse receipt or other evidence of
storage;

(8) Recording and retention of non-
negotiable warehouse receipts received
as a result of forwarding cotton under
this section shall be subject to the re-
quirements for warehouse receipts
specified elsewhere in these regula-
tions; and

(9) If it is the shipping warehouse-
man’s obligation by terms of the ware-
house receipt or otherwise to insure
the cotton subject to the transfer, he
must in accordance with 7 CFR 735.23
keep such cotton insured in his own
name or transfer the cotton only to a
warehouse where the cotton is fully in-
sured.

[Amdt. 2, 53 FR 27150, July 19, 1988, as amend-
ed at 64 FR 54511, Oct. 7, 1999]

§ 735.41 Removal of cotton from stor-
age.

Except as may be permitted by law
or the regulations in this part, a ware-
houseman shall not remove any cotton,
for storage, from the licensed ware-
house or a part thereof designated in
the receipt for such cotton, if by such
removal the insurance thereon will be
impaired, without first obtaining the
consent in writing of the holder of the
receipt, and indorsing on such receipt
the fact of such removal. Under no
other circumstances, unless it becomes
absolutely necessary to protect the in-
terests of holders of receipts, shall cot-
ton be removed from the warehouse,
and immediately upon any such re-
moval the warehouseman shall notify
the Administrator of such removal and
the necessity therefor.

§ 735.42 Storage of wet and fire-dam-
aged cotton.

A warehouseman shall not place any
bale of cotton that is excessively wet
in contact with any other cotton in the
licensed warehouse. A warehouseman
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