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SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

FRIDAY, JANUARY 8, 1932

UNrrep STATES SENATE,
CommiTTEE ON FINANCE,
Washington, D. C.

The committee met at 10 o’clock a. m., pursuant to adjournment on
yesterday, in the committee hearing room in the Senate Office Build-
mg, Senator Reed Smoot presiding.

Present: Senators Smoot (chairman), Shortridge, Reed, Couzens,
;Thmnas of Idaho, Jones, Harrison, King, George, Connally, and
Jore,

Present also: Senator Johnson.

The Cwarrman. The committee will come to order.

Senator Jouxson., Mr. Chairman, before you proceed with the
testimony may I say that in the early days of this investigation some-
thing was said by me about a moratorium for Ireland. It was a
passing remark in a little colloquy that was more or less of no sig-
nificance, but I have a letter from the Envoy Extraordinary and
Minister Plenipotentiary of the Irish Free State, in which he says
%The Irish Free State has never asked for a moratorium.”

And he asks that the particular remark be corrected. Therefore,
Mr. Chairman, I ask that his letter be placed in the record in order
that no inaccuracy, even involuntarily or unwittingly spoken, may
occur.

The Crairmax. It will be printed in the record at this point.

Senator Jouxso~. I thank you.

LEBEGATION OF THE IRIsH FREE STATE,
Washington, D, C., January 6, 1932.

Hon. HirRaAM W. JOHNSON,
United States Senate, Washington, D. C.

MY DDEAR SENATOR JoHN8SON: On reading through the report of th» hearings:
before the Committee on Finance of the United States Senate for Decemboer

18, 1031, I was much surprized to learn that in reply to a query by Senator

Barkley you stated that Ireland * asked England for a moratorium and was.
declined.” I do not know on what authority you made this statement but L
can assure you that no foundation for it exists, My Government has not asked
England or any other country for a moratorium for the very good reaxon that
our budgetary conditions are sound. The Irish Free State has no war debt
obligations. Her capital liabilities are comparatively small and, as Mr. Charles
E. Mitchell pointed out to you, “she has enjoyed one of the finest positions of
credit ” in this country.

I shall esteem it a favor if you will be good enough to bring this rectification
to the notice of the Committee on Finance as I am sure you will be only too
anxious to do justice to a country that has so much in common with the United
States of America. '

I am. my dear Senator Johnson,

Very truly yours,
M. MACWHITE,
‘Envoy Extraordinary and Minister Plenipotentiary.
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1268 SALE OF FOREIGN BONDS OR SECURITIES

TESTIMONY OF FREDERICK STRAUSS, OF J. & W. SELIGMAN & C0,,
NEW YORK CITY

ﬁ‘he witness was dulg sworn by the chairman of the committee,)
e CramrMaN. Mr. Strauss, whom d(;ryou represent ? )

Mr. Stravss. J. & W. Seligman & Co., New York.

The CrarMaN. Your house has dealt quite extensively in foreign
loans, I take it? .

Mr. Strauss. Our house has dealt to some extent in foreign loans,
but not as extensivelﬁ perhaps as some other houses.

The Cuamman. Do you have with you a record of all those
foreign loanst

Mr, Strauss. We have it here, yes, Mr. Chairman.

The CramrMAN. Senator Johnson, !ou may proceed.

Senator Jomnson. Mr. Strauss, 1if you have a statement of the
foreign loans that you have made we would like to take that and
insert it in the record first.

Mr. Strayss. We will be glad to furnish such a statement to you,
but first I might give you 2 summary, if you wish,

Senator Jonxsox. If you have a copy of your statement that
could be given to the committee reporter and be inserted in the
record, I should be glad.

Mr. Strauss. I will turn these over to you.

Senator JouNnsoN. I do not want to take the only one you have,
if that is the fact.

Mr. Stravss. Oh,no. We have duplicates.

Senator JornsoN. All right. I thank you.

Mr. Stravuss. We have here every one of the foreign loans we
were connected with, in detail, and also a summary.

The CHatryan, Have you copies of those statements, Mr. Strauss?

Mr. Strauss. Oh, yes.

The CuairmMaN. Just furnish them to the committee reporter and
they may be made a part of the record at the end of your testimony.

Mr. Stravss., Very well,

Senator Jouxsox. I am now looking at the summary which you
have furnished the committee, if you please, for the statement that
I now interrogate you about: I see that there were 13 issues origi-
nated by your establishment.

Mr. Strauss. That is correct.

Senator JouNsoN. Now if you will follow me, please, Mr. Strauss.

Mr. Strauss, Senator Johnson, do you wish me to answer each
time that it is correct ?

Senator JounsoN. Yes, I will put the query in the form of a
question, and will do it as rapidly as possible if you have no
objection.

r. StraUSs, Oh, certainly.

Senator JornNsoN. In your summary furnished for the committes
you have under ¢ Business Originated ” 13 issues, the principal
amount of which were $144,958,000, and I will now use round num-
bers only, showing $6,000,000 retired by sinking fund, with principal
amount now outstanding $138,000,000, and the total gross profit of
J. & W, Seligman & Co. being $1,003,192.51.

Mr. Strauss. Yes, .
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Senator JounsoN. You were the members of the oriﬁginal group,
I see by this summary, in 11 different instances, the princx'paf
amount mf $83,000,000, of which there has been retired by sinking
fund or total redemption $63,000,000 in round numbers, and leaving
principal amount now outstanding $19,000,000, with a total gross
profit to J. & W. Seligman & Co. of $116,371.15. Is that correct?

Mr. Strauss. That is correct. And may I say this at this point?

Senator Jou~soN. All right. e

Mr. Strauss. When we say we were members of the original

oups that means members of groups which were led by otier

ouses than ourselves and we merely participated as original mem-
bers along with them,

Senator Jounson, That is my understanding of the situation.
But in 13 instances, as shown by this summary, you yourselves
were the original sponsors of the securities.

Mr. Strauss. Yes.

Senator Jounson. And in 11 instances you were yourselves mem-
bers in a secondary capacity along with groups handling securities
sponsored by others,

Mr. Strauss, That is correct.

Senator JornnsoN. In addition to that you appeared as “ Mem-
bers of Appearing Group ” in the case of issuance of securities in
connection with 17 issues; is that correct?

Mr, Strauss, That is correct also.

Senator JouxsoN. The principsl amount of which loan was
%%2,2%%494,000, and from which your total gross profits were $201,-

Mr. Strauss, That is correct also.

Senator Jouxsox. The total amount of your profits, therefore, as
shown by your summary, was $1,321,265.67, and that was upon
issues of bonds or securities included in the three categories? at
is, in the case of issues where you appeared as the sponsor, and also
as a member of the original group, and also as a subsidiary of the
original group, the princigal amount of which issues in round num-
bers was $1,516,000,000. Is that correct? L

Mr. Stradss. That is correct. Of course your question implies
the situation, but I want to make it entirely clear, if I may.

Senator JouxsoN. You should do so in each instance, please, for
if you desire to make any explanation I will be glad to have you .
take an opportunity to do so.

Mr. Strauss. That our interest in that principal amount of $1,288,-
494,005310f securities'was & very much smaller sum than that, quite
naturally.

Senatgr JounsoN. From the iestimony we have heretofore taken,
I think that would be obvious.

Mr. Srravss. All right, if that is understood.

Senator JorNsoN. Now, these issues were constituted as follows:
In the business originated by yeu in Latin America there was a
total of $128,233,000. Is that correct?

Mr. Srrauss, That is correct. .. .

Senator JouxsoN. Of which you were the original group in
$22,000,0007 .

Mr. Strauss. No; and may I explain that?
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Senator JornsoN. Yes; I will be glad for you to do so.

Mr. Strauss. The business originated by us aggregated, in round
numbers, $128,000,000. You understand that I am skipping the
odd figures now.

Senator Joanson. All right.

Mr. Strauss. We participated in business originated by others to
the extent of $22,000,000, That is, that was not our participation
but the total group was $22,000,000, and we appeared in a subordi-
nate capacity in the manner you explained before, in Latin America
in issues aggregating $77,000,000. Or, in other words, a total of
$227,000,000 in Latin America. Then, the next column is Europe,
and then you will see Japan.

Senator JonnsoN., Now, in Europe the aggregate amount was
$1,099,000,0002

Mr. Strauss. Comprisinf all three categories; yes.

Senator JounsoN. The largest of which is as a member of the
appearing group, $991.000. Is that correct?

r. STrAUSs, Yes; $991,000,000.

Senator JounsoN. I am sure you can pardon an old man getting
a little mixed as between millions and billions in an investigation
of this kind.

ll;Ir. Strauss. Well, I am still older and perhaps more mixed my-
self.

Senator Jouxson. All right. I observe here that you were a mem-
ber of an appearing group in a loan to Japan amounting to $220,-
000,000. Is that correct?

Mr. Strauss. Yes; in two issues,

Senator JounsoN. I want to turn first to the dates of your issue
to Japan, if you please.

Mr. Stravss, All right.

Senator JorNsoN, Or, perhaps we can identify them in another
fashion. Do you know whether one of these was a loan sponsored by
J. P. Morgan & Co. just after the earthquake in Japan?

Mr. Strauss. Yes; in 1924, That is correct.

Senator JounsoN. And that loan was for how much?

Mr. Strauss. The total of the loan was $150,000,000.

Senator JounNsoN. What was your participation in that? But,
first, that was in February of 19247

Mr. Stravss. Yes.

Senator JounsoN. And that loan was offered at 92142

Mr. Strauss. Yes,

Senator JornsoN. Whut was your participation in that loan?

Mr. Strauss. In that loan we had an interest as follows: In the
purchase group $300,000, in the distributing group $300,000, and
in the selling group a very small interest, of $15,000.

Senator JoHNsoN. Do you remember what was the original pur-
chase price of that loan?

Mr. Strauss. Well, I don’t know about that. All we would
know would be the price at which we entered. Whether J. P.
Morgan & Co. got a commission, and, if so, how much, we have no
knowledge.

Senator JoHNsoN. You entered that loan at 9214 ?

Mr. Stravss. The offering price to the public was 9215, and we
entered it at 884,




SALE OF FOREIGN BONDS OR SECURITIES 1271

Senator JouxsoN. So your particular spread was 4 in the case
of that loan?

Mr. Strauss. That is correct.

fSeréatm' Jonxson. Now, take the other loan to Japan, in June
of 1928.

Mr. Stravss. In June of 1928°?

Senator Jouxsox. Yes; $70,000,000.

Mr. Strauss, That was to the Tokyo Electric Light Co.

Senator Jonxsox., The sponsors of that loan was the Guaranty
Co. of New York?

Mr. Stravuss. That is correct.

Senator Jomuxson, How large was your participation in that
$70,000,000 loan?

Mr. Strauss. We had in the first group $1,000,000; in the second
group $950.000, and in the third group $965,000.

Senator Jouxsox. And your purchase price in the case of that
loan was what?

Mr, Stratss. We went into the group at 87. What the commis-
sion. if any, was that was charged by the Guaranty Co. of New York
prior to that we have no knowledge.

Senator Jouxsox. Your offering or sale price was 9014?

Mr. StraUss. Yes.

Senator JouNsoN. (an you state the purpose of that loan?

Mr. Stravss. I can not now. We have circulars here for all
issues of our own. those in which our name appeared, but we have
not this Tokyo Electric Light Co. circular.

Senator JonxsoN, T presume that is because the loan was nego-
tiated by the Guaranty Co. of New York?

Mr, Stravss. Yes.

Senator Jonxsox. All right. Now, let us take yvour list here
and very rapidly go through it, if you please, We start with the
Province of Lower Austria, $2,000,000,

Mr. Stravss., Yes.

Senator JouxsoN. And your points as shown here were 11.5: is
that correct?

Mr. Stravss. Yes, sir.

Senator Jon~sox. Does that mean spread?

Mr. Strauvss, That means spread.”

Senator Jorxsox. Out of that what was your profit?

Mr. Strauss. Our total profit, of all kinds, in connection with
that matter was $39,152,

Sena;tor Jouxsox. Why should that be so with a spread of 11.5
points?

Mr, Stravss. The expenses in connection with the selling of a
small loan necessitate a wider spread.

Senator SHorTrRiGE. What did the Government get for the bonds
in that case?

Mr. Stravss. The Government got 87 for the bonds.

Senator SxorTrIDGE. And, they were sold at what rate?

Mr. Strauss. They were sold at 9815,

Senator SHorTrIDGE. You may go on.

Senator Jorxsox. That was one of the issues that you originated,
was it not ?

Mr. Stravss. Yes.
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The CeamMman. But it was only for $2,000,000?

Mr. Strauss. Yes, sir.

Senator Jonnson. It was originated by this house, Mr. Chairman,
and the gross spread as shown by the statement submitted was 11.5

oints.
P The Cuamman. I suppose they had just about as much expense
attached to that loan as they would have had in the case of a $50,-
000,000 loan.

Mr. Strauss. More proportionately.

Senator JornsoN. I have no idea about that.

The Crammman, I suppose the expense of advertising and all that
is exactly the same?

Senator JounsoN. But with a spread of 11.5 points I was inquir-
ing of Mr. Strauss why it was that his house made a profit of only
between thirty and forty thousand dollars.

Mr. Strauss. Well, we subdivided participation with the people
who brought the loan to us. And for any more details I am afraid
I shall have to ask my associates here what was the situation. On
my left is Mr. Henyy C. Breck and on my right is Mr. Lionel Stahl,
of our house.

Senator JounsoN. Of course you may do that whenever you wish,
There is no objection.

Mr, Stravss, My associate, Mr. Breck, calls my attention to the
fact that the expenses alone in the case of that loan amounted to
$87,000, which was equal to 434 points spread.

Senator Jonxson. Ver%; well. Any explanation you may desire
to make in reference to that spread, and the small amount of your
profits, I will be very glad to have you make.

Mr. Strauss. My associate here calls my attention to the fact that
our interest in the final selling group was very small; that the se-
curities were sold through other houses to whom commissions were
allowed.

Senator JounsonN. You started the sale, did you not?

Mr. Strauss, We initiated the business, or we led the business.

Senator Jonnson. And your first step-up price was what?

Mr. Strauss. There was a step-up price of 8 points.

Senator JorNsoN. You took an 8-point step-up price to begin
with in the case of that loan?

Mr. Strauss. And that amounted to $160,000.

Senator JornsoN. All right. Now, we will take the next loan—

Mr. Strauss (interposing). One minute, if I may, Senator
Johnson,

Senator JounsoN. Certainly. Make any explanation you deem
proper.

r. STRAUsS. From that sum there was deducted, and which the
group did not get, $87,000 of actual expense, leaving the net revenue
or profit $72,000, or about 8.6 points.

nator JorNsoN, What is the figure on the statement that you
have furnished us in the third column,.$230,000, in relation to that
loan? What does that mean?

Mr. Strauss. That is what the spread times the principal amount
of the issues gives if carried out in that way.

Senator JornsoN. That is simply figuring on the gross spread?

(el

|
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Mr. Strauss. Yes; as a matter of convenience and before other
figures explanatory of the situation are given.

Senator JoHNsON, I am very glad you did that, because that is
what I have been striving to get here from the various parties
appearing before the committee. And now that you have made
your explanation I take it that it will be understood. This third
column constitutes the gross profit which would have been derived
from the loan figured on the basis of that spread.

Mr. Strauss. If there had been no expense, commissions, or any-
(hing(,i that would have been the gross amount derived from such a
spread.
pSenator Jounson. I understand. I will now ‘%o ahead with the
gext Ioa?n. The Department of Cauca Valley. here is that, Mr.

trauss

Mr. Strauss. That is in the United States of Colombia. It is a
province in _that countr’);.

Senator JounsoN. That is a loan of $2,500,000, and your spread
was 13.

Mr. Strauss, It was 13 there.

Senator JounsoN, What was your profit in that loan?

Mr. Strauss, It was $104,000, a shade over 4 per cent.

Senator JounNsoN. You have ?your contract with the Department
of Cauca Valley, huve you not? I am not asking you to produce
it for the moment, but just want to know if you have it.

Mr. Strauss. Yes; we have it.

Senator JomunsoN. Have you more than one contract with the
Department of Cauca Valley?

Mr. Srrauss. We have not. )

Senator JonnsoN. Do you have the original contract, first I will
ask you, for the purchase of the bonds; and, secondly, have you a
contract subsequently entered into by which you were to sell the
bonds and providing for the distribution of the proceeds?

Mr, Strauss. No.

Senator JonxsoN. You have but one contract with the Depart-
ment of Cauca Valley.

Mr. Stravss. Do you mean with the Government, the department?

Senator JonnsoN. That is what I mean.

Mr. Stravuss. Yes.

Senator Jonnsox. All right. Now, having settled that point—
that is. that you have but one contract with the Department of Caucu.
Valley, Colombia; that is, I mean, a governmental contract—have.
you a contract with anybody connected with the government of’
Cauca Valley, or the Department of Cauca Valley, in relation to the:
sale of these bonds?

Mr. Strauss. None.

Senator JorNsoN. So that we may say that there is but one con-
tract that was made or executed in relation to the disposition of these
bonds with any person, either directly or indirectly ¢

My, Strauss. That is correct.

Senator JouNsoN. By the way, is that bond issue of $2,500,000 stilt
outstanding, having a spread of 13%

Mr. Stravss. Yes.

Senator JoHNsON. Is the interest on the bonds now being paid?

Mr. Strauss. Yes; up to the present time, '
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Senator Jonnson, The Department of Cauca Valley is some politi-
cal subdivision of the United States of Colombia I assume?

Mr. Strauss, Yes. I might also add at this point, in view of your
last question, that the interest on the bonds of lower Austria is being
paid at the present time, ' .

Senator Jonnson. And then you have a second issue of bonds of
the Department of Cauca Valley, $1,500,000, and there you had a
spread of 87

Mr. Strauss. Yes.

Senator JounsoN. And the gross profit of J. and W, Seligman &
Co. was $120,000?

Mr. Strauss. Yes, sir.

Senator Jounson. The gross profits on the other issue of bonds
of the Department of Cauca Valley being $325.000.

Mr. Srravss. That js correct.

Senator JonnsoN. Have you more than one contract in existence,
or was there more than one contract executed, in relation to the sec-
ond loan made to the Department of Cauca Valley?

Mr. Stravss, There was not.

Senator JounsoN. And next we come to an issue of bonds for
housing and realty improvements——

Mr. Strauss (interposing). Senator Johnson, might I make an
observation right there?

Senator Jounson, Certainly.

Mr. Strauss. The difference in the matter of spread, being a drop
of from 13 to 8, grew out of the fact that the first time the Depart-
ment of Cauca Valley came into the market there was a somewhat
different situation. A new risk had to be taken, and the situation
was not as well known, and then subsequently, the first bond issue
having been successfully placed, the next bonds were placed at a
smaller spread.

Senator Jonxson, By the way; in connection with these two issues
of bonds of the Department of Cauca Valley, how many firms or
individuals were engaged with you in the ultimate sule of the bonds!

Mpr. Stravss, In the case of the first loan. in the matter of final
distribution there were 64, and in the banking group, 51. In the
matter of the second loan, there were 95 in the distributing group,
and that was all.  There was no intermediate group.

Senator Jouxsox, Were these two issues of bonds outright pur-
chases by you? )

Mr. Stratss. They were,

Senator Jonnsox. And what was the outright purchase price
to you?

Mr. Stravss. The first loan was purchased at 83%5.

Senator JounsoN. And at what price were the bonds disposed of
to the first group formed?

Mr. Strauss, At 921,

Senator Jorunson. Now, take the second bond issue of the Depart-
ment of Cauca Valley, and that was acquired at what price by you!

Mr. Strauss. At 90.

Senator JounsoN. And they were disposed of to the first group
formed by you at what price ?

Mr. Strauss. At 95.
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Senator JouxsoN. Now, the next issue of bonds shown on yowr
statement is Housing and, Realty Improvement Co., $1,500,000..
What was that? )

Mr. Stravss. That was a company in the city of Berlin for work-
men’s houses.

Senator JonNsoN. When you say workmen's houses, were those
housing accommodations for industrial plants?

Mr. Strauss, No: it was for middle-class workers. It was a
large apartment house, as we would call it in this country, located
in the western residential section of the city of Berlin, Germany.

Senator Jounson. It was a residential-apartment house for mid-
dle-class people in Berlin?

Mr. Strauss. Right.

Senator JonNsoN. Was that issue guaranteed by the Government?

Mr. Stravss. No; it was not. .

Senator Jouxson. Was it guaranteed by the city of Berlin?

Mr, Stravss., No. '

Senator JonxsoN. Was that loan made to a private corporation
of the city of Berlin?

Mr. Strauss. Yes; or at least to a private corporation of Germany.
I do not know under what law the corporation was organized.

Senator JonxsoN. Well, under the laws of Germany is what L
meant.

Mr. Strauss, Yes, sir.

The Crnairmax, Have they defaulted on any of their payments?

Mr. Stravss., They have not. And if you wish me, Mr. Chairman,
I can state in each case whether there has been a default or not.

The CHamMaN, I wish you would.

Senator Jouxson. Those that have defaulted I wish you would call
the committee’s attention to.

Mr. Strauss. None of these have defaulted that we have yet
reached.

Senator JounsoN, None of these bond issues thus far mentioned
has defaulted as I understand the situation.

Mr. Strauss. No.

Senator JounsoN. And your spread in the case of this issue torthe
Hfogls/ing and Realty Improvement Co.. $1,500,000, represents a spread
of 815 points.

Mr. Stravss. That is correct.

Senator JounsoN. What did you acquire that issue at?

Mr. Strauss. At 891/%.

Senator Jounson. What was the first step-up price to the first
group that dealt with that issue?

Mr. Strauvss. It was from 4 to 51% points, varying with the dif-
ferent people in the group and depending upon how much they dis-
posed of. So that on an average one might say it would be 414
points, although we can not give you the precise figures, because
some got them at 4 and some at 5 and some at 5145,

Senator Jounson. The next issue is to Costa Rica, $8,000,000.

Mr. Stravuss. Yes.

Senator JounscoN. At what price did you obtain that issue?

Mr. Strauss. At 88,

Senator JonunsoN. And what was the first step-up price there?
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Mr. Strauss. Three and one-half points, namely, 9114.

Senator JornsoN. Did you say 9114 ¢

Mr. Strauss, Yes.

Senator JornsoN. The spread, however, was 714 points.

Mr. Strauss. That is correct.

Senator JorznsoN. That was a governmental loan.

Mr. Strauss. That was a Government bond.

Senator JouxsoN. You say it was a Government bond?

Mr, Strauss. Yes, sir.

Senator JornsoN. And there was a total of $8,000,000 with a
spread of 715, and you show there $600,000.

Mr. Strauss. That is correct.

lSem}tor Jounsox. What year was that bond issue obtained. if you
please

Mr. Sgravss. In December of 1926,

Senator JonnsoN. The next bond issue is that of Peru, 7 per
cent, $15,000,000. What date was that obtained?

Mr. Stravss. March of 1927,

Senator Jon~NsoN., Was it obtained originally by you alone?

Mt. Stravss. Will you let me answer that question in this way?

Senator Jounson. Certainly.

Mr. Strauss. We were the leaders in that business. It was brought
to us by F. J. Lisman & Co., however.

Senator JonnsoN. But you were the leaders in the disposition
of that bond issue?

Mr. Strauss. That is correct.

Senator Jornson., Have those bonds defaulited ?

Mr. Strauss. That has defaulted.

Senator JounsoN. Now, let me ask you as to the next two issues
of ?Peru, $50,000,000 and $35,000,000.” Have they both defaulted
too?

Mr. Strauss. They have both defaulted.

The Cuamman. At what date or in what year did they default?

Mr. Strauss. The first default of any Peruvian bonds occurred
on April 1, 1931,

Senator JonnsoN. What was the original purchase price of the
first issue of Peru of $15,000,000%

Mr. Strauss. At 90.

Senator JounsoN. And your spread was 614 points?

Mr. Strauss. That is correct.

Senator JouxsoN. Who constituted the second organized group
in reference to the Peruvian loan ¢

Mr. Stravss. J. & W, Seligman & Co., National City Co., E. H.
Rollins & Co., Graham Parson & Co., F. J. Lisman & Co., and Ames,
Emerich & Co.; six in all.

Senator JonnsoN. Now, take the next issue of Peru, 6 per cent,
$50,000,000, with spread of 515, while the spread in the case of the
previous bond issue was 615 points.

Mr. Strauss. Yes.
hSer%ator JouxsoN. Who constituted the second sponsoring group
there

Mr. Stravss. Besides ourselves, there was the National City Co,
Blyth, Witter & Co., Guaranty Co. of New York, F. J. Lisman &




SALE OF FOREIGN BONDS OR SECURITIES 1277

Co., and Central Union Trust Co. The latter, however, did not
partici%ate in the public oﬂ'eriné;.

The CrairmaN, Are they in default?

Mr. Strauss. All Peruvian bonds are in default.

The CHAIRMAN. As of April 1, 19317¢

Mr. Strauss. Well, those did not bear April coupons. They fell
due in June, That was when the coupons on the 6 per cent loan
fell due, and then they were defaulted. .

The CuamrmaN. And have they paid nothing since that time?

Mr. Strauss. Nothing has been paid on any of these loans since
the first default in April of 1931.

Senator Kixe. I suppose none of these bonds has matured as yet,
and that it is simply a matter of default in the payment of interest.

Mr. Strauss. In interest and sinkin% fund.

Senator Kixg, Under the terms of the bonds may the creditor de-
clare the bonds due in event of default in interest or sinking fund?

Mr. Strauss. No. That was in the case of the first loan, the 7 per
cent loan, which was secured by the tobacco monopoly. The others
were issued on the faith and credit of the Government, with certain
protective provisions as to prohibiting the Government from mort-
gaging the revenues to others, and other restrictive clauses which, if
the committee wants me to go into them at the proper time I shall be
glad to do it.

Senator Kine. Have you made an investigation to determine what
the ®ause of default was, whether internal revolutions, political revo-
lutions, followed more or less by military activities, or the economic
condition of the country?

Mr. Stravss. T think both, each one accentuated by the very low
prices of commodities exported by Peru. Of course that very seri-
ously affected the economic condition of the country. But even after
the default the Government then in control expressed its willingness
to negotiate some kind of postponement of payment. And then rev-
olutions broke out, one after another, and I think there must have
been half a dozen, and after that there was no one to negotiate with,
And besides the revenues were applied in contravention to the terms
of the loan. They were applied by the Government to other pur-
poses than to the payment of interest on these bonds, even to the
point of paying interest or internal debt to the exclusion of interest
on the external debt. The revenue collecting agency called the Caja
down there, under the directions of the Government turned over reve-
nues that belonged then to the tobacco loan, which had been specifi-
cally pledged, turned them over to the Government.

Senator Kinc. Has a protest been made to the authorities in power
in Peru, whether de facto or de jure against this dishonorable course?

Mr. Stravss. A number of protests have been made on several
occasions, the latest protest being only a few days ago.

Senator Kixe. Have those protests been given any attention by the
Peruvian authorities?

Mr. Strauss, To this extent, yes; I want to say this that every
lglovernmel‘n: has expressed its acceptance of the obligation. There
has been no denial directly of its obligation to perform. But such
informal answers as we have gotten, and such forinal answers for
that matter, too. all have reference to the inability to perform, not
to an unwillingness to perform.
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Senator Kine. There has been no denial then?

Mr, Strauss. Except in so far as revenues have been diverted,
which they had no right to divert under the contract.

Senator JouxsoN. We took two of these bond issues and you gave
me the date of default. Now, the $35,000,000 6’s of Peru; what was
the date of the default?

Mr. Stravss. The first default was April 1, 1931, The default in
the $50,000,000 issue was June, 1931.

Senator Jounsox, Were you the original sponsor for the $35,000,-
000 loan?

Mr. Strauss. We were.

Senator JounsoN. What was the next group formed by you? Who
constituted that group?

Mr, Strauss. Do you mean the next group?

Senator JounsoN. Yes.

Mr. Strauss. Do you mean the people we invited into the original
group just as in the other case you asked me about ?

Senator JoHnsoN. Yes,

Mr. Strauss. Besides urselves were the National City Co., Blyth,
Witter & Co., the Guaranty Co. of New York, F. J. Lisman & Co.,
and the Central Union Trust Co.

Senator Jounson. What was the step-up price to them?

Mr. Stravss. The total spread was five points, and the difference
between the original purchase price and the next price was 1% per
cent.

Senator Jounsox. What was your net profit upon these three
Peruvian issues?

Mr. Strauss. I will have to add them up in order to give them to

ou.
Y Senator Jounson. Well, you may give them separately if that is
more convenient,

Mr. Stracss. Altogether the profit on the 7 per cent issue and the
two issues of 6 per cent bonds, aggregating $100,000,000, I mean our
profit on them was $601,000.

S. qator JounsoN. How much was your profit?

Mr. Strauss. It was $601.000.

Senator JouNsoN. Senator Jones requests me to ask you the date
of these three issues. Will you give that information, beginning
with the Peru 7s?

Mr, Strauss. The date of the 7 per cent loan was March 16. 1927,
The date of the first 6 per cent national loan was December 21, 1927.
And the date of the next, or the third issue, the national 6 per cent
loan, was October 24, 1928.

Senator Jornsox. The gross profit upon these issues of bonds as
shown by your statement here was: On the first, the $15,000,000 loan,
$975.000; on the next, or $50,000,000 loan, it was $2,750,000; and on
the next, or $35.000,000 loan. it was $1,750,000. You imve stated your
net profit. Did you have any representative in Peru at the time the
issues or any of them were made?

Mr, Stratvss. Yes. We have had representatives in Peru ever since
the first loan was made, constantly.

Senator JouxsoN. Who was that representative, please?

Mr. Stracss. Those representatives have been different people from
time to time. My partner, Mr. Henry C. Breck, who sits at my left
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here, went down two years in succession, staying in Peru in all about
eight months. Mr. Lionel Stahl, of our staff, sitting on my right
here, was down there for over a year. And Mr, Ruan, now dead. was
down there for quite a long time. Mr. Haskell, of our office staff,
was also there. One of the firm of lawyers in New York that have
been advising us in this matter spent many months down there.

Senator JonxsoN. Who was it, if you please?

Mr. Stravss. Mr. Bloomer and Mr. Dennis spent quite a while
there.

Senator Jou~son. All in connection with these loans?

Mr. Strauss. In connection with these loans and in connection
with a bond issue that has since been retired—or a credit. I should
have said, that has since been retired; and one that is still outstand-
ing unpaid. Two credits.

Senator Jounsox. Did you pay any part or parts of any commis-
sion to any individual in Peru in connection with these loans?

Mr. Strauss. Yes.

Senator JouNsoN. Whom?

Mr. Strauss. This business came to us from F. J. Lisman & Co.,
aurcharged with a commission to be paid to a group of promoters,
and in that group we subsequently learned was the son of the Presi-
dent of Peru. So far as we are aware there was no other Peruvian
connected with it.

Senator Jonxsox. Do you know how much the son of the Presi-
dent of Peru received upon those issues being made by the Govern-
ment of Peru? It was five-cighths of 1 per cent, was it not ?

Mr. Stravss. The entire group of promoters received for the
;obacco loan two-thirds of 1 per cent, and on the subsequent, 114 of

er cent.

léenatox- Jorxson. That is, upon $100,000,000 they received two-
thirds of 1 per cent on fifteen millions and one-half of 1 per cent upon:
eighty-five millions; is that correct.

Mr. Strauss. That is substantially correct.

Senator Jonnson. That aggregates about what sum? Something
over $600,000, does it not ?

Mr. Stravss. $533,000.

Senator Kixe. Was that on the par?

Mr. Strauss. On the par.

Senator Kixe. Not what they sold for?

Mr. Stravss. No.

Senator Jonxson. So that to a group of promoters in Peru. of
which the son of the President was one, you paid for the privilege
of floating this lone five hundred and some odd thousand dollars; is
that correct ?

Mr. Stravss. Not entirely. It was not a group of promoters in
Peru; it was an American group, which included one eruvian, the
son of the President.

Senator Jouxson. Do you know how much the son of the Presi-
dent received ?

Mr. Strauss. About $415,000.

Senator Jomxson. What was the name, please. of the Prosident
of Peru and his son at that time?

Mr. Stravss. The President was Augusto Leguia.

92028—82—pT 3—2
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Senator JornsoN. And his son’s name, if you recall ¢

Mr. Strauss. Juan Leguia.

Senator JorNsoN. Do you know whether or not the fact that the
son of the President received the sum of money that you have de-
tailed as one of those en, d in promoting this loan, and has had
anything to do with the defaulting of the loan? .

Mr. Strauss. It has nothing to do with the defaulting of the loan.

Senator Jonnson. It has had nothing to do with it?

Mr. Strauss. No. .

Senator Jornsox. Are you aware of the fact that the president
of the Republic and his son are being prosecuted upon this very
transaction ?

Mr. Stravss. Yes, among others, I believe.

Senator JomuxsoN. And are you aware of the fact that there has
been any decision of the courts of Peru in respect to any of their
activities in regard to these loans?

Mr. Stravss. A revolutionary tribunal has given judgment against
the president and against his son. . )

Senator JonxsoN, Against the president and against his son?

Mr, Stravss, Yes.

Senator JouxsoN. That revolutionary tribunal has given that
judgment in respect to those particular loans and because of the
sums that have been received ; is not that correct?

Mr, Strauss. I am going to ask, if I may, to have my partner,
who is more familiar with it, answers the question. I will adopt his
answers.

Senator Jounsox. I shall be very glad to have anybody answer
concerning this transaction; and if you will do so, go ahead, sir.

Mr. Breck. The tribunal gave judgment against the president and
his son for a great variety of acts of so-called illegal enrichment
und found a very large——o

Senator JoHNsoN. You say “illegal enrichment.” They called
it bribery ¢

Mr. Breck. I do not know, sir.

Senator Jounson. “ Illegal enrichment ” will do. Go ahead, sir.

Mr. Breck. Among the transactions for which they were tried by
this tribunal were alleged commissions and profits of various kinds
on various kinds of business, contracts, concessions, and monopolies
and similar things. The tribunal had the idea that the president
and his family had made a great deal of money during the incum-
bency of Leguia as president of Peru.

Senator Jo~rs. May we have the record show what his name is?

TESTIMONY OF HENRY C. BRECK

Mr. Breck. My name is Henry C. Breck.

Senator Kixa. Were any of those transactions domestic in char-
acter, that is, the granting of concessions or monopolies to private
individuals in Peru to carry the business?

Mr. Breck. That is what the tribunal claimed.

Senator Kixa. How much did they find, if they found at all, had
be:p oebtained by the president’s son in conection with this trans-
action?

"Mr. Breck. Nothing that I know of.
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Senator King, It was not singled out, then?

Mr. Breck. Not that I know of.

Senator Jornson. It was included, was it not?

Mr, Breck. Yes, among other things.

Senator JounsoN. When you say it was not singled out, you do
not mean to say that it was not mentioned?

Mr. Breck. No.

Senator JounsoN. It was a part of the indictment that was had
against the president and his son?

Mr. Breck. So I understand.

Senator Jounson. Have you any correspondence, Mr. Strauss.
with those who promoted this loan, to whom these payments were
made by Seligman & Co.?

Mr, Strauss. None,

Senator JouxsoN. How did you make the payments?

Mr. Breck., The account of Juan Leguia on our books was
credited with the amount of money due him.

Senator Jounsox. You do not mean to say that your account
ran to Juan Leguia alone?

Mr. Breck. No; other people were also paid.

Senator Joux~sonN. But you have on your books an account with
Juan Leguia?

Mr. Breck. We did have.

Senator JounsoN. Where is it now? You say you did have it.
Is it not still there?

My, Breck. It has no money in it.

Senator JounsoN. That is because you paid him?

er. Breck. We paid it out on his order as we would for anybody
else.

Senator JounsoN. You had a distinct account of Juan Leguia?

Mr. Breck. Yes. T

Senator JounsoN, He was a son of the president of the Peruvian
RepublicY

Mr. Breck. He was.

Senator JouxsoN. How much does your account show that you
paid him?

Mr. Breck. $415,000.

Senator Jounson. What did you pay Juan Leguia $415,000 for?

Mr. Breck. Because he was a member of a group of promoters
who brought the business to F. J. Lisman & Co., who, in turn,
brought it to us, so that when it reached us it was charged with that
obligation to pay commissions to a group of which Juan Leguia
was a member.

Senator JounsoN. And you paid them?

Mr. Breck., We paid them.

Senator JoHNSON, Did you pay them before you sold the bonds
or afterwards?

Mr. Breck. Afterwards.

Senator Jounson, After you sold the bonds to the American
public, Juan Leguia got $415,000 from you; is that correct?

. Mr. Breck. Correct.

Mr. Strauss. May I add this? Twenty-six per cent of the loans

were placed abroad. That is a minor matter, but I just mention it.

SR
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Senator Jouxsox. You placed some of them abroad?

Mr. Strauss. Yes.

Senator JouxsoN. You escaped that percentage. at any rate, on
these defaulted loans. But youn are quite right: it is immaterial
where they were placed.

Where are your books at the present time?

Mvr. Breck. In New York.

Senator JouzsuN. Do your books show to whom vou paid sums
for obtaining this loan and when?

Mr. Stravss, May I interrupt for a moment?

Senator JouxsoN. You may, of course; but yon said that this
gentleman knew the facts,

Mr. Stravss, All right.

Senator Jonxsox. I am very glad merely to get the facts; that is
what I am seeking to do. I will get them from anyone, but I would
rather pursue it with ont of you at a time.

Now, if you desire. Mr. Strauss—I do not want to keep you from
su{ing anything you want to with reference to this transaction—-

Mr. Strauss. I will say it afterwards.

Senator JounsoN. Say it right now. What is it you wish to say?

Mr. Strauss. This business. as I understand it, came to us, as
Mr. Breck has said, from people in New York sayinﬁ that they had
to pay a commission. We had no knowledge that Leguia had any
interest in it until quite a long time afterwards. when the business
had proceeded up to a certain point. I just wanted to make that
clear that we did not retain in any way the services of this son of
the President, and when we did find it out it was something that we
did not like. We thought it did not make a good picture; but there
we were, committed to a group of promoters who had the President’s
son among them, and when we found he was among them we pro-
ceeded with the business and carried out the obligations toward that
group of promoters,

Senator JonnsoN. Let me ask you right there: When Lisman &
Co. came to you with this loan they told yon, did they not, that they
were obligated for a percentage to Juan Leguia and his set of
promoters?

Mr. Breck. They did not.

Senator JounsoN., You did not know it before?

My, Baeck. We did not.

Senator JorNson. It was subsequently that you learned it?

Mr. Breck. After we had embarked on the negotiation a consid-
erable time,

Senator JouxsoN. After you had embarked on the negotiations
with Peru?

Mr, Breck., With the President of Peru.

Senator JornsoN. But after you embarked upon the negotiations
with the President of Peru, but before their consummation, you
knew that you were obligated to a set of promoters, including the
son of the President of Peru, for the sum that yon have mentioned?

Mr. Breck. Quite correct.

Senator JounsoN. And you went on and consummated the nego-,
tiations ¢

Mr. Breck. We did.
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Senater Groree. Did you make any inquiry about who constituted
the group of promoters when you were advised that the loan came
to you vlmrg.'e(% with a commission to a group?

Mr. Breck. No. F. J. Lisman & Co. said that this group of
promoters who had brought the Peruvian business to tﬁem was
entitled to a commission, the customary or usual commission paid
on foreign financing. but the precise amount of the commission was
not named at the time, nor were those entitled to it, beyond one
individual named Bolster. mentioned to us at the time.

Senator George. Yon made no inquiries or demand for the names
of those constituting the group?

Mr. Breck. No, becatise we thought we knew what it was, It
was said that Bolster had originated the business and that he and
his associates were entitled to this commission. We thought we
were paving no commission to anybody, ourselves: but that we were
to pay it through the offices of the firm of F. J. Lisman & Co. who
had brought the business to us, and it was so charged when we
accepted 1t.

Senator Jouxson. Did yon draw a check for the amount of this
commission ¢

Mr. Breck. No. I told you, Senator, we credited his account
with us,

Senator Jorxnsox. That is, Juan Leguia's account ?

Mr, Breck. He had an account with us at the time.

Senator JouxsoN. An account for what?

My, Breck. An ordinary checking account.

Senator Jouxsox. And you credited his ordinary checking ac-
count at that time with something like half a million dollars: is that
correct !

Mr. Brres. No: it was done as the various issnes were brought
out. He was given his share of the commission to which the group
was entitled. at the sume time the others were given their share,

Senator Jonxsox. Have yvou a transeript of vour hooks showing
Juan Legnin’s account ¢

Mr., Breck. No, sir,

Senator Jonxsox, We may ask you to bring your books ulti-
mately here in respect to that, But let us proceed. now. You
ascribe this thing originally to Lisman & Co.?

Mr. Breck. T do not understand * ascribe this thing,” Senator.

Senator Jousson. If you do not understand it. I am sure I can
not make it much plainer. But you ascribe the agreement to pay
Juan Leguia and the promoters to the initiation of Lisman & Co.;
is that correct?

Mr. Breck, Yes.

Senator Jouxsox. They made a full disclosure to you when they
brought the business to vou, did they not?

Mr. Breck. They did not.

Senator Jonxsox. Did vou take it up subsequently with them?

Mr. Breck. No; it arose when cur own representative reached
Lima in the spring of 1927 to negotiate the tobacco loan.

Senator JounsoN. Who was that representative?

Mr. Breck. Mr. S. A. Maginnis. .

Senator Jouxsox. And then he learned, or you learned, or your
firm learned of the commission agreement?
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Mr. Breck, That is correct. He learned from Juan Leﬁuia who
came to see him about the existence of the agreement, and he cabled
us, and that was our first knowledge of it.

Senator JouNsoN., And you carried it out then?

Mr. Breck. Yes.

Senator Jornson. Is that agreement in writing?

Mr. Breck. No.

Senator JoHNsoN, Was it in writing at any time?

Mr. Breck. Not that I know of.

Senator Jornson. Was there anything of evidentiary character,
save Juan Leguia’s statement to you that he was entitled to a com-
mission that you have described :

Mr. Brecs. The statement of the representatives of F. J. Lisman
& Co. who had gone to Peru in the first instance and made this.
arrangement with Juan Leguia.

Senator JorNnsoN. Did they have an agreement in writing?

Mr. Breck. I do not know.

Senator JornsoN. Did you ever ask them whether they did or not¥

Mr. Breck. I suppose we did. I do not recall that.

Senator JounsoN. Do you recall whether or not they ever made
an&reply?

r. BReck. 1 think there was never any agreement in writing
between them and Juan Leguia.

Senator JoansoN. We have reached the point where your repre-
sentative went to Peru to negotiate this loan. That representative
was named what?

Mr. Breck. S. A. Maginnis,

Senator JoHNsON, ere is he, please?

Mr. Breck. I understand he is a lawyer in New York. He was
formerly American minister to Bolivia.

Senator JounsoN. How do you spell his name?

Mr, Breck., M-a-g-i-n-n-i-s.

Senator JounsoN. Mr. Maginnis then learned at Peru that there
was in existence an agreement, either verbal or written, for the pay-
ment to Juan Leguia and others of a commission upon the loan?

Mr. Breck. Correct.

Senator JounsoN. That was the first loan, was it not?

Mr. Breck. That was the $15,000,000 7 per cent issue.

Senator JornsoN. That antedated by some eight or nine months
the other two loans, did it not?

Mr. Breok. That is correct.

Senator JorNsoN.- Then subsequently you paid the commission to
Juan Leguia and others upon the subsequent loans, did you not ¢

Mr. Breck. It was all part of the original arrangement. The
agreemont between F. J. Lisman & Co. and this group of promoters,
of which Mr. Juan Leguia was a member, related to all Peruvian
financing which the firm of F. J. Lisman & Co. or its associates
might do. It related not only to the 7 per cent loan. but to the so-
called refunding loan which the ¢ per cent bonds constitute.

Senator JonNsoN. Did it relate also to the short-term credits?

Mr. Breck. It related to any Peruvian financing done by a group
of which F. J. Lisman & Co. should be a member.

. Senator JounsoN. And you took that over?
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Mr. Breck. We took the obligation over from them when we took
the business over. )

Senator JomnsoN. Did your representative talk to the President
of Peru concerning that arrangement?

Mr. Breck. Not that I know of, * .

Senator JornsoN. He talked, as you know, to his son, did he not?

Mr. Breck. His son came to him about it.

Senn;or JounsoN. Did he report in writing to you concerning the
matter

Mr. Breck. He cabled us about it.

Senator JornsoN. Have you the cables?

Mr. Breck. I think we have, Senator; yes. . .

Senator JornsoN. I want you to produce, if the committee will
permit it, all of the letters and the cables that you have in respect
to your Peruvian loans, and particularly in reference to the ﬁayment
of the son of the president, of the amount of money that has been
testified here this morning. Will you do that?

Mr. Breox. I will be glad to. I would just like to ask, as a mat-
ter of your own convenience, whether you want all our communica-
tions with respect to Peruvian financing, because they would take u
several drawers full of space. There was a very complicated,
lengthy negotiation, involving particularly the refunding loan, dur-
ing which we undertook to reform the mortgage law and give them
a mortgage bank, and in which we advised them about the stabiliza-
tion of their currency.

Senator JounsoN. I am not interested in the mortgage bank. 1
am not interested in anything except everything relating to the pro-
moters who obtained the loan for you, and your payments to the son
of the president, and. if any were made to the president, to the
president himself, .

Mr. Breck. None was made to the president.

Senator JoENsoN. You are certain of that?

Mr. Breck. Yes; positive.

Senator JounsoN. Do you know what was done with the eredit
that the son had with your firm?

Mr. Breck. He drew against his deposit, the way that any other
customer would, when he needed money.

Senator JorunsoN. Did he exhaust that deposit?

Mr. Breck. He has nothing on deposit with us now.

Senator Jounson. Have you drafts or checks that he drew upon
that deposit?

Mr. Breck. I would think so.

Senator Jornson. Will you produce them, please?

Mr. Breck. I would be delighted to.

Senator JornsoN. I want the Juan Leguia checks or drafts drawn
upon the deposit which I understand that you gave him credit for—
I'speak in round numbers—half a milion ds:)llars upon those loans.

enator Kina. Would you return the checks to him in commercial
transactions?

Mr. Breck. Yes; just the way any bank does. It might be possi-
ble to get a transcript of the accounts. I doubt if the 5lecks would
be obtainable. I know there were cable payments.

Senator JounsoN. Of what size, please?
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Mr. Breck. Thousands of dollars. I remember one to some Paris
firm for merchandise.

Senator Jouxson. Of thousands of dollars?

Mr. Breck. Yes. .

Senator Jounsox. Tell me approximately how large the largest
amount was that you cabled.

Mr. Breck. I do not recall, Senator., My recollection is, although
T have never looked at the account in summary form. that they were

aid to tradesmen of one kind or another. such as Abercrombie &
itch, New York hotels, or——

Senator Jouxson. Do you mean to say that a large amount would
be paid out to Abercrombie & Fitch?

r. Breck. I think he lived at the rate of at least %250,000 or
$300,000 a year for several vears.

Senator Jonxsox. He could, under the circumstances. I presume,
have lived at that rate,

Do you know whether or not your loans to Peru enabled Leguia to
continue in office?

Mr. Breck. All I know is the purposes for which the loan pro-
ceeds were applied.

Senator Jonxso~n. What were the purposes?

Mr. Breck. If I may refer to that memorandum that I gave you.
Senator, the proceeds of the tobacco loan were applied primarily
to the redemption of certain internal issues in relatively smail
amount; to payvment for the machinery necessary to complete the
tobacco factory itelf, furnished by American concerned: and the
remainder largely for road building, according to the statements of
the Peruvian officials themselves. The 6 per cent Peruvian national
loan was primarily a refunding operation undertaken for the pur-
pose of simplifving the country’s financial structure, which up to that
time consisted of several issues of bonds secured by specific revenues
of one kind or another: and they had so complicated the country’s
financial structure that it was unable to borrow economically by
reason of it.

We therefore undertook this refunding loan, and of the %85.000).000
principal amount. the bondx constituting the first and second series,
approximately 6315 per cent of the proceeds were used to purchase
or retire external secured bonds, extend secured serial notes, and
internal floating indebtedness—approximately 6314 per cent.  About
1.3 per cent was used to provide capital for a mortgage bank. Ap-
proximately 634 per cent provided the money for the construction
and improvement of dock and shipping facilities paid in its entivety
to an American firni of constructors,

Senator JouxsoN. What was that firm’s name?

Mr. Breck. Frederick J. Snare Co.; 28.3 per cent was used for
expenditures for public works of one kind or another specified in an
exhibit to the loan contract, such as roads, irrigation, and works of
sanitation and hygiene,

Senator Kine. Did you supervise in any way the expenditures of
that 28 per cent, or did you have some one there to see tﬁat they were
properly applied for the purposes which you have just stated to
Senator Johnson?

Mr. Breck. We would like very much to have, and we requested
it, but were told we were usurping the sovereignty ‘of a nation, to
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direct how their expenditures would be employed. We were able,
however, to control the expenditure of money spent on the decks by
paying it out entirely to the contractor curselves. Similarly with
respect to refunding. It was all done by concentrating the proceeds
with ourselves and the City Co. and paving them out to the bond-
holders as their bonds were redeemed.

As to the 28.3 per cent which was spent for public works, we paid
it over to the Government. not in one lump sum as they wished
and asked, but 750,000 monthly. on the ground. we said. that they
could not economically spend a large amount at once. and it was
better to get the money regularly. and we so paid it out to them.

Senator Kixa. Did your agents who were there report that they
were conducting these improvements or making these improvements
for hygiene and bridge and roads as indicated?

Mr. Breck. In a general way. yves. The Ministry of Finance of
the Republic each month published a list of the public works ex-
penditures in great detail. We followed that list closely, and at
one time after the second series of the Peruvian national loan. we
were instrumental in getting the President to designate a United
States Army officer to report upon the public works then being
carried on in Peru. We felt that there was construction going
on which we ourselves perhaps wounll not have selected had we
been doing it, and we wanted the benefit of zome expert advice on
it; and Colonel Moore, this American engineer. was designated by
the President to go over the whole works, which he did, and he
reported to the President, not to us. six months after that. This
was following the second series in the fall of 1928, We felt that
those expenditures were in many eases unnecessary. or at least un-
necessary at that time, having in mimd Peru’s state of development,
her wealth, and we urged the Presidernit te cut them down drastically
or to concentrate them, spending what money he had on 1. 2. or 3
principal works instead of distributing it largely all over the coun-
try. He objected to that, and that was the leginning of the end of
our relations as purchasers of the Republic’s securities, because we
felt it was not wise thereafter to purchase additional bonds while
expenditures were being made in that way.

Senator Kixe. What were the expenditures generally that the
Army officer, Colonel Moore. lookel after?

. Mr. BReck. A large irrigation projeet in northern Peru. the Ohnos
irrigation project, and several separated railway projects, not linked
up to each other, and considerable road building.

Senator Jouxsox, You have been discussing these loans, and I
wilk discuss them with you. with vour permission. hereafter. Yon
stated the amount that you credited to the account of Juan Leguia,
did you not?

Mr. Breck. Yes.

Senator Jonxsox, That was how much?

Mr. Breck. Approximately $415.000.

Senator Jouxson. Between $100000 and £500,000 would be within
the limits, anyway?

Mr. Breck. Yes; it wonld.

Senator JoH~NsoN. The account upon vour books ran just in the
name of Juan Leguia, did it not?

Mr. Breck. Yes.
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Senator JouxsoN, It credited him with some four hundred and
some odd thousands of dollars, and you paid out that four hundred
and some odd thousands of dollars upon either his personal check
or his personal request

. Breck. Correct.

Senator JounsoN. The account I assume is closed to-day? That
is, there is no credit due him to-dey, is there?

Mr. Breck, I think not,

Senator Jouxnson. Tell me the names of the other promoters who
were engaged in obtaining this loan.

Mr. Beeck. Mr. Harold Bolster—

Senator JounsoN. Who is Harold Bolster? L

Mr, Breck. Harold Bolster is now dead. He was the individual
who went to Peru in the first instance and interested F. J. Lisman
& Co. in Peruvian financing, He met Juan Leguia down there, and
it was through Mr. Bolster that Mr. Juan Leguia came into the
financing.

Senator JornsoN. Who else?

Mr. Breck. S. A. Maginnis.

Senator JoHNsON. And he, you say, is in—

Mr. Breck. A lawyer in New York, I believe.

N Let;er received from Mr, Frederick Strauss, J. & W. Seligman
NEwW YORrK, January 12, 1932.
Hou, REED Saoor,

’
Chairman of Comniittee on Finance,
United States Senate, Washington D. C.

My Dgar SENATOR: There is one thing I should like to mention now, and
that s to correct an implication which might possibly be drawn from the
testimony of Mr. Breck on page 868 of the transcript, that Mr. S. A. Maginnis
was ever a member of the original group of promoters through whom F, J.
Lisman & Co, came in contact with the Peru business. Mr, Maginnis was
not associated with them in any way but was, as Mr. Breck stated earlier on
page 8359 of the transcript, our own representative whom we sent to Lima arly
in 1927 to negotlate with the President of Peru the detalls of the so-valled
tobacco loan, the general outlines of which had already been agreed upon n an
interchange of cables between ourselves and F. J. Lisman & Co. and the
President of Pern. The tering of Mr, Maginnis's employment by us were such
that his compensation wuas dependent upon the successful consummation of the
negotiations in which he was our representative; that is, he was to be pail a
commission if we succeeded, as a result of his negotiations, in consummating
the business. He was not, however, in any way ussociated with the origiual
group of promoters, whose relation to the Peru business through F. J. Lismaa
& Co. is set forth elsewhere in our testimony. Will you kindly have the fore-
going read into the record”

Yours sincerely,
FREDEBICK STBATUSS.

Senator JounsoN. Who else?

Mr. Breck. Mr. Salt.

Senator JouxsoN. What is his first name?

Mr. Breck. T. V. Salt.

Senator JoHNsoN. Anybody else?

Mr. Breck. No.

Senator JorNsoN. No others?

Mr. Breck. No.

Senator Jomnson. Have you accounts on your books with Mr.
Bolster, Mr. Maginnis, and Mr. Salt in relation to these loans?
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Senator JoNes. Will you have him state who Mr, Selt is?

Senator JOHNSON. o is Mr. Salt?

Mr. Breck. He was an employee of F. J. Lisman & Co. who went
to Peru after Mr. Bolster first went and made the arrangement with
Mr. Juan Leguia to give Mr. Juan Leguie & commission.

. Senator JounsoN., Was this commission all to Mr. Juan Leguia
that was to be paid?

Mr. Breck. Noj; it was to be paid in various amounts to the names
I have given you. -

Senator Jonxson. How much did you pay Mr, Salt?

Myr. Breck. $10,000.

Senator JounsoN. How much did you pay Mr. Bolster?

Mr. Breck. $67,373.

Senator JounsoN. How much did you pay Mr. Maginnis?

Mr. Breck. $40,000.

Senator Jounsox. And Mr. Juan Leguia—Ilet us get his amount
accurately, please, .

Mr. StanrL. $415,000. .

Senator JounsoN. That was the syndicate, then, of promoters who
obtained the loan for you and to whom you were obligated to pay
this commission, is it ?

Mr. Breck. Correct.

Senator JomnsoN. Do you know why it was that you paid M.
Juan Leguia $415,000 against about $100,000 to the other members?

Mr. Breck. That was the arrangement inter se.

Senator JouNsoN. Among themselves?

Mr. Breck. Yes.

Senator JounsoN. Was that arrangement made in writing?

Mr. Breck. Not that I know of. .

Senator Jornso~. Did egou ever investigate to ascertain?

Mr. Brece. We accepted the word of our associates in the business
that that was the arrangement.

Senator JorunsoN. There was no investigation at all?

Mr. Brecg. All the members of the group of promoters were agreed
that that was the arrangement. Nobody thought otherwise. |

Senator JorwsoN. Mr., Juan Leﬁuia you have described as a gen-
tleman who was able to live at the rate of $250,000 or $300,000 a
vear. and he evidently was having a very delightful time upon that:
but upon what theory were you entering into a contract with Juan
Leguia, living as he did and knowing what sort he was, the son of
the President of the Republic—

Mr. Breck. We entered into no contract with him.

Senator Jonnson. Evidently you did, because you paid him
$415.000. I am not speaking now of a written contract.

Mr. Breck. Senator, all I mean is that he was a member of the

oup of promoters who were entitled to a commission approximat-
ing one-half of one point on the business which was done. That
arrangement was not made with us; it was made with the group of
promoters themselves, .

Senator JornsoN. But carried out and paid by you?

Mr. Breck. Yes; it was paid by us, because the business was
charged with that commission when we took it.
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Sgnator JonxsoN. And you knew it before you consummated the
business?

Mr. Breck. Correct,

. Senator Jor~soN. Let me suggest to you, if I may, without any
invidious intent at all, that as shrewd, sharp New York bankers you
knew just what you were doing when you paid Juan Leguia $415,000,
did you not ?

Mr. Breck. When we paid him that amount ?

Senattc?n' JonxsoN. You knew just what you were paying it for, did
you no

Mr. Breck. I do not exactly understand you, Senator.

Senator JouxsoN. You knew that you were paying the son of the
President of Peru that amount to get these loans. did you not?

Mr. Breck. We were paying it to this group of promoters who
brought the business to us. )

Senator JorxsoN, The rest of the promoters did not amount to
much, as far as getting the loan whs concerned. It was Juan Leguia
who was the big man in getting it, was it not?

Mr. Breck. I wouldn’t say so.

Senator JounsoN. Of course. So you paid Juan Leguin $415.000~—
the son of the President of Peru—to get loans from the (Government
of Peru. Is not that the fact?

Mr. Breck. No. Senator. I do not think you state it correctly.

Senator Jouxson. All right. You state it your way. .

Mr. Breck. A _group of promoters originated a piece of business,
brought it to a New York banking house who brought it to us. We
were without knowledge of the group which constituted the pro-
moters until we were embarked on the negetiations. When we
learned that Mr. Juan Leguia was a member of the group we did not
for that reason discontinue the negotintions. We went through and
completed it, having all our deaﬁngs with the President of Pern
himself. We had practically no dealings with Juan Leguia at any
time. He was simply, as far as we were concerned. an outside mem-
ber of the group oF promoters. When the transaction was completed
and the bonds sold we paid out of our own profits to the group of
promoters the sums of money we have already told vou.

Mr. JonnsoN. May I ask, Mr. Chairman. if all of the witnesses
were sworn this morning ¢

The CHAIRMAN. No; just Mr. Strauss.

Senator JouxsoN. You were not sworn, were vou, Mr. Breck?

Mr. Breck. No; but I should be glad to make any of my testi-
mony under oath.

Senator JounsoN. T ask it merely because it has been done with all
of the witnesses. I ask that the oath be administered asx well to
these other two gentlemen.

The CuairmaN. That is perfectly satisfactory to me, I thought
Mvr, Strauss was the witness.

Senator Jonu~sox., The suggestion was made to me. That is the
reason I make it, Mr. Chairman.

(Henry C. Breck and Lionel Stahl, of J. & W, Seligman & Co,,
54 Wall étreet. New York City, were duly sworn by the chairman.)

Senator JounsoN. Now, Mr. Breck, you say you had nothing to do
with Juan Leguia after you began negotiations with the President?

Mr. Breck. That is correct. .
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Senator JouxsoN. Who carried on the negotiations with the
President .

Mr, Breck. Mr. Maginnis, on the tobacco loan, and the various
individuals we have named to you, including myself, in connection
with other loans, .

Senator JonnsoN. Did you carry on in connection with a portion
of these loans the negotiations? Did you, personally, with the
President of Peru?

Mr. Breck. I did. .

Senator JounsoN. For how long a period were you engaged in
caixa'yin on those negotiations? .

r. Breck. We were nggotiating at one time or another with the
Republic of Peru almost constantly, from the latter part of 1926 until
the present time practicallﬁr.

Senator JounsoN. For how long a period in 1927 and 1928 were
you personally negotiating with the President of Peru?

Mr. Breck. Four months in 1928 and four months in 1929.

Senator JounsoN. Did you on any occasion speak to the President
of Peru concerning the sums that you were paying to his sont

Mr. Breck. I did not. '

Senator JounsoN. Why?. .

Mr, Breck. I was not asked, -

Senator JounsoN. Is that the only reason you can suggest-~that
you were not asked? . s

Mr, Breck. I was not asked and it had nothing to do with the
negotiations.

Senator Jonxson. You told me that you were negotiating for some
;nonths in each year with the President of Peru with respect to these
oans.

Mr. Breck. Yes; but the amounts thet were paid to a group of
promoters had no relation to the negotiations which were being
carried on as to the terms of the loan.

Senator JounsoN. You say it had no relation to it. If you had
not got the loans, you would not have paid the sums, would you?

Mr. Breck. That is correct.

Senator JornsoN. All right. You were negotiating these loans,
knowing that you had to pay to the son of the President of Peru
something over $400,000 if you got them, and you never mentioned a
word to the President of Peru concerning them?

Mr, Breck. Correct.

Senator JornsoN. Why, I ask you again?

Mr. Breck. There was no reason to mention it.

Senator Jou~soN. No reason to mention it. Is there nothing
that su%gests itself to you in relation to a loan you are getting from
a republic, concerning which you are paying the son of the president
of the republic substantiallf half a million dollars?

Mr. Breck. We did not look at it in that way, Senator. We did
not look upon this business as being obtained because the son of the
president received a certain amount of money. The son of the presi-
dent was a member of a group of promoters to whom we were obli-
gated to p?,.y money before we went into the business,

_Senator Jonxsox. Did you know, when you began your negotia-
tions, that you were obligated to paB this group of promoters, as
you term them, this sum of money? Did you know——-
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Mr. Brecx. Not in detail, Senator.

Senator Jounsox. Did you know the proportion in which you
were to pay them?

Mr. Breck. We did not.

Senator Jounson. How did you charge the amount, in the first
instance, upon your books?

Mr. Breck. By the time the loan was completed the details of
each person’s commission were agreed upon.

Senator JounsoN. Agreed upon by them.

Mr. Breck. By them,

Senator JounsoN. And accepted by you.

Mr. Brecr, Accepted by us.

Senator JounsoN. Then there must have been an agreement as to
percentage originally made, was there not?

Mr. BReCE. An approximate agreement.

Seneator JounsoN. And that approximate agreement as to percent-
age was what? '

Mr. Breck., We thought it was approximately one-half of 1 per
cent on all the bonds. As it turned out, the claims of the various

romoters were such that there was more than one-half of 1 per cent
in that $15,000,000 tobacco loan, which we finally paid them.

Senator JounsoN. Did you have any dispute or controversy re.
specting that? : : S

Mr. Breck. We thogght it was too much.

Senator JonnsoN. You thought it was too much. Why?

Mr. Breck. Because it is more than the customary, or considerably
more than the customary amount. A half of 1 per cent is a fairly
high commission to pay for originating business of this kind.

genator JounsoN. Is it customary or usual to pay the son-of the
president of a republic one-half of 1 per cent for a loan?

Mr. Breck. I think not. ‘

Senator JonnsoN. Did you have any controversy in writing in
respect to the particular matter?

Mr. Baeck, No. .

Senator JornsoN. Did you have any communications, or any
sort 'of'writin‘&that passed between you and any one of these gentle-
men, Bolster, Maginnis, or Salt?

r. Baeck, I think not. It was all verbal. .

Senator Jounson. Were there any letters or communications that
passed between you and Juan Leguia in reference to the payment?

Mr. Breck. No. '

Senator JorHnsoN. Is the mere payment of five or six hundred
thousand dollars, as the case might be, in a matter of this sort, one
which you usually conduct without any writing whatsoever?

Mr. Breck. Frequently commissions are paid upon the receipt of
the individual receiving them. - :

Senator Jomwnson., And without the slightest evidence of a con-
tract in writing between you? :

Mr. Breck. I think that iz done.

Senator Jonunson. It may be. I am not disputing you, hut I
am asking you, that is all. You think it may be done? ,

Mr. Breor. Yes. ‘ ' e '

Senator Jornson. All right. Have you an account on your books
with Mr. Bolster? : v ' ' '
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Mr. Breck. I think we did have at one time. He is dead now.
: Senat«;r JoansoN. Do you know whether or not that account
appears

P r. Breck. I think it does, Senator. I do not recall offhand.
$6§enatgpr Jounsox. Do you know how Mr. Bolster was paid his

000
;)

Mr. Breck. I think it was paid in the first instance by a check
by F. J. Lisman & Co. for $10,000, and his estate was later paid
$57,000 in connection with the 6 per cent.

Senator JOHNSON. By whom?

Mr. Breck. By us, as syndicate managers, '

Senator JounsoN. Was a demand made upon you by his estate?

Mr. Breck. Yes.

Senator JonnsoN. How was that demand made?

» Mr. Breck. A request by the attorneys for the executor.

Senator Jounson, Did he not recite that there had been an agree-
ment in wx'itin%{in respect to the matter?

Mr. Breck. He did—no, he cited that there had been an agree-
ment.

Senator JorNsoN. Do you know whether an agreement in writing
was insisted upon?

Mr. Breck. I do not know.

Senator Jounso~N. Can you not recall?

Mr. Brecg. The commission arrangements were inter se, among
the group of promoters. : :

Senator Jounson. Did Mr. Juan

Mr. Breok. We were told that was the arrangement between the
promoters.

Senator Jounson, Did the son of the president tell you that?

Mr. Breck. Yes.,

- Senator JoansoN. Write it to you?

Mr, Breck. No.

Senator JornsoN. Whom did he tell?
- Mr. Breok, He told me.

Senator Jounson. He told you that was it?

Mr. BReck. Yes.

Senator JorNsoN. What did he tell you in respect to it?

Mr. Breck. He told me that Harold Bolster was entitled to this
amount of money as his share of the promoters’ agreement—the
promoters’ commission. . T ‘

Senator JounsoN. What did you say?

Mr. Breck. I said all right. - ‘ S

S%nator JounsoN. You said all right. What else did he say to
you : . :

Mr. Breck. I think that is all. )

Senator Jounson. Did you know, up to that time, that Bolster
was interested in gétting a commission out of the loant. ,

Mr. Breck. Yes, He was the one whose name first came to our
attention from F. J. Lisman & Co.

Senator Jounsox, Juan Leguia said to you that Bolster is entitled
to $67,000 . R
. Mr. Breck. No. It was not said that way. The commission
agreement runs from F. J. Lisman & Co. to Bolster, and at the time
of the tobacco loan, 7 per cent bonds were floated; there was a con-
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siderable disagreement between F. J. Lisman & Co. and Mr. Bolster
as to the proper amount that he was to receive, and other individuals
in the group—promoters—were to receive. That was not brought to
our attention until after the controversy had gone a considerable
way, and after discussion of the matter a settlement was made by
whigh Mr. Bolster accepted, on the tobacco loan, the amount indi-
cated,

Senator JounsoN. What was the amount indicated ?

Mr. Breck. $10,000.

Senator Jonxsox, $10,000. Go ahead.

Mr. Breck. And, as part of that settlement, it was agreed that
he would receive $57,373 if and when the $50,000,000 refunding loan
was floated,

Senator JounsoN, That had not yet been floated ?

Mr. Breck. It had not yet been floated,

Senator JounsoN. And you had not yet obtained it?

My, Breck. We had not yet obtained it.

Senator JouNsoN. Did you agree to that?

Mr. Breck. We did.

Senator JounsoN. Then there must have been some agreement, at
the same time, as to what would be paid the other people, was there
not? .

Mr. Breck. Yes, there was,.Senator,

Senator Jounson. All right. What was the agreement you then
made as to the payments to Juan Leguia?

Mzr. Breck. That he would receive one-half of 1 per cent.

Senator JounsoN. That was the agreement ¢

Mr. Breck. Yes.

ls?;nator JounsoN. He told you, or did you learn it from somebody
e

Mr. Brrck. Noj at that time he told us that that was the arrange-
ment, and we agreed to it.

Senator JornsoN. That is, Juan Leguia told you that the arrange-
ment was that he was to have one-half of 1 per cent upon the loans
that you got from the Peruvian Republie, and you agreed to it; is
that correct?

Mr. Breck, That is correct.

Senator JounsoN., Was that told you in Peru?

Mr. Bzeck. No.

Senator JorNsoN, Wheret

Mr. Breck. New York.

Senator JornsoN. When Leguia was theref

.Mr. Breok. Yes,

Senator Jorxson. Was that all he said at that time?

Mr. Breck. That is all I recall.

Senator Jounson. Did you at that time know that he was to re-
ceive one-half of 1 per cent on the loan subsequently received by you?

Mpr, Breok. I thought I said that is what he——

Senator JounsoN. That is what he said to you then ?

Mr, Breck. Yes.

Senator JornsoN. Before that, did you know it?

. Mr. Breok. I tried to make it clear that we did not know he was
in the syndicate of promoters until the spring of 1927 when we were
negotiating the $15,000,000 tobacco loan. The amount of his interest
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at that time was not clear, and it was later worked out at the figure
I have given you, and at that time it was agreed by the group that
Juan Leguia would thereafter receive one-half of 1 per cent on the
refunding loan. * . _

Senator JorNsoN. How many times do you think you talked to his
father, the President of Peru? =

Mr. Breck. Fifteen or twenty times, )

Senator Jounson. You talked to him, I presume, concerning the
floating of these loans, did you not?

Mr. Breck. Yes, sir, .

Senator JounsoN. On no occasion did you ever suggest that his son
was receiving one-half of 1 per cent, did you?

Mr. Breck. No, sir. )

Senator JonNsoN, Did you know that he knew it?

Mr. Breck. No, sir,

Senator JounsoN. You have seen it subsequently charged that he
did, have you not?

Mr. Breckg. I do not know that I have.

Senator JorNsoN. You do not know that. What became of the
bonds—those three issues$

Mr. Breck. They were sold to the public.

Senator JornsoN. Sold to the public. Have you any of them?

Mr. Breck. No.

Senator Jouxson. All sold to the American public?

Mr. Breck, No. A certain proportion of them were sold——

Senator Jounson. I beg your pardon. There was some percentage
that was stated by Mr. Strauss to have been sold in Europe. That is
correct, is it not?

Mr. StraUss. Yes.

Mr. Breck. Correct.

Senator Jounso~n. But the lar%;ar percentage of them, or the great
percentage of them, were sold to the people of the American Republic,
was it not?

Mr. Breck. Yes,

Senator JornsoN. Did you convey to anybody to whom you ever
sold these bonds the fact that you were giving to the son of the Presi-
dent of Peru half a million dollars to get the right to sell these
bonds to Americans?

Mr. Brecg. No.

Senaior JomnsoN. Was there ever any indication of any kind or
sny sort given by you, in writing or otherwise, through the press or
in any way, directly or indirectly, as to the transaction that occurred
in relation to the payment to the,son of the President of Peru for
thi’pur ose of obtaining the sale of these bonds by your house?

r. BRecx, No.

Senator Jounsox. Why not?

Mr. Breck. It is not customary., - ,

Senator Jonnson. It is not customary. Is the transaction such as
you had a customary transaction with international bankers?

Mr. Breck. I think it is quite customary for commissions to he
paid in connection with financing. ) '

Senator Jounson. Particularly South American loans.

Mr, Breck. Yes.

02028—32—p1 3——3
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Senator JoiNsoN. Do you know that the payment of the loans, or
the money that you obtained for the loans, from the American publie,
kept Leguia in office for a long period of time?

Mr. Breck. I do not know it. ©

Senator JounsoN. Do you know that he was regarded as one of the
dictators of South American countries, do you not?

Mr. Breck. Yes.

Senator JonnsoN. And that he was able to maintain himself by
virtue of the funds you have obtained in the manner you have
suggested.

r. Breck. I do not know that.

Senator JounsoN. You do not know that?

Mr. Breck. I know that the loan was approved by the Congress of
;he Peruvian Government, and that it was passed upon by Peruvian

awyers.

Sgnator JonnsoN. Even the fact that it was passed upon by the
Peruvian Congress and the Peruvian lawyers would not alter the
facts in the matter, I assume, as to the dictatorship, would it?

Mr, Breck. He had been President of Peru for some eight years,
operating with a Congress elected in accordance with the constitu.
tion. We insisted that the loans be made a matter of public record,
and approved by the Congress.

Senator Jounson. I am advised by certain gentlemen in Peru that
the Government of Peru received apgroximately 80 per cent of the
loan; that the Government is obliged to pay back the full amount
plus 5 per cent interest; and that this means that the loan cost Peru
not only interest of about 30 per cent but also the exchange, due to
the depreciation in Peruvian currency. Do you know anything of
those facts?

Mz, Breck. I do not believe them. They are not true.

Senator JounsoN. They are not correct?

Mr. Breck. No.

Senator JornsoN., Do you know what is the difference in the
exchange at the present time?

Mr. Breck, The esychange at the present time is 28 United States
cents per sol.

Senator JounsoN. By the way, on these Peruvian loans you ad-
vised the State Department, did you not?

Mr. Breck, We did.

Senator JorNsoN. And you sought, as all the other firms seek, the
negative approval of the State Department in reference to them?

r. Breck, We did.

Senator JounsoN. In advising the State Department, did you tell
them that Kou were paying to the President’s son half a million
dollars or thereabouts to get the loans?

Mr. Breck. We did not.

Senator JounsoN. Did the State Department approve these loans
to Peru; do you know?

Mr. Breck. They sent us their customary letter.

Senator JornsoN. That is, their customary letter saying that they
had no objection?

Mr. Breck, Yes,

Senator JounsoN. What are the Peruvian bonds selling for on
the market to-day?
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Mr, Breck. About $7.

Senator JornsoN., What was it you sold them to the Ameérican
public for?

Mr. Breck. The 6 1')Ier cent issue at 9114 and 91.

Senator JounsoN. The 6 per cent issue at 9115 and 91. How about
the 7 per cent issue?

Mr. Breck. At 96, I believe.

Senator Jounson. I take it, Mr. Breck——

The Cuaieman. Senator Johnson, I just want to ask one question.
I want to ask you what the general percentage is which you give
or which your firm gives to the initiators of a lean to a foreign
country or in this country, or any other loan that you may make.
I mean the promoters that bring it to you. What is your general
percentage paid in such a case?

Mr. Breck. It depends on circumstances, Senator, and the amount
of work that the promoter may do in bringing the business, but,
generally speaking, we would consider one-half of 1 per cent to be
a high commission. One-guarter of 1 per cent would Ee a fair com-
mission, and anything less than one-quarter of 1 per cent would be
considered a low commission.

The CHairmaN. You do not consider that there was very much
work attached to this case, do you?

Mr. Breck. One-half of 1 per cent is not an unreasonable com-

| mission, according to the general custom.

The CHaigman., Have you made loans before this and charged
one-half of 1 per cent?

Mr. Breck. I think not, sir.

The CHairMaN. Or paid, I should say, one-half of 1 per cent?

Mr. Breck. I think not.

The Cuamrman. This is the highest that you ever paid?

Mr. Breck. I think so. We have paid a quarter of 1 per cent.
§  The (?L‘HAmMAN. Is it the only one you ever paid one-half of 1 per

{ cent on

Mr. Breck. I think the only foreign issue on which one-half of

1 per cent has been paid—that 1s, to individuals,

ir. SranL. Or do you mean to banking houses? Banking houses

bring business to us, or banking agents in foreign courntries might
§ bring it to us.
The CHAmrMAN. No matter whether it is a banking agency or
B whether it is an association of individuals, the same as this was, is
there any reason why you should have paid one-half of 1 per cent
instead of one-guarter in this case?

Mr. Breck. Because the business came charged with that size
commission,

The CrarMAN, You mean that was their demand?

Mr. Breck. Yes.
] The Cuamman. Has anyone else ever demanded one-half of 1

per cent
d Mr. Breck. Yes.

The CuarMan. And you then have agreed to it ?

. Mr. Breck. I think not. This kind of arrangement is to be dis-
tinguished from the purchase of bonds, which we might make from
another house. For instance, we have bought an issue of bonds from
the house which itself had obtained them, at two points up.
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The Cuairman. That is an entirely different proposition. You
were the first group, so called. You were the ones that advanced the
money and put the loan under way. *

Mr. Breck. That is correct. .

The Cuamman. Has any loan of that same character, which your
company has made, been charged with one-half of 1 per cent com-
mission ¢

Mr. Breck. I think not, sir.

The Cuamman. This is the only one. Do you know the reason
why oqg-?half of 1 per cent, instead of one-quarter of 1 per cent,
was pai

Mr. Breck. Because that was the arrangement made by those who
had negotiated the loan when it came to us.

The Crairman. That was the demand made by them.

Mr. Breck. That was the demand made by them.

Senator Jounson. Did I understand you to say—correct me if I
am in error in the repetition of it—that you have paid other promoters
sums for bringing you business of this sort?

Mr. Breck. Yes.

Senator Jou~soN. Will you state to me any Latin American loan
where you paid any promoters?

Mr. Breck. The Republic of Costa Rica; the Department of Caucs
Vally; Department of Cundinamarca—only South American,
Senator?

Senator Jouxson. I was talkirg about Latin America.

Mr, Breck. Yes.

Senator JouNsoN. Those are ill of Latin America?

Mr. Breck. Yes.

Senator Jounson. Let us take them one at a time. First, the Re.
pub%ic of Costa Rica; you paid for promotion costs. Whom did you
pay

Mr. Breck. An individual in Costa Rica.

Senator JouNsoN., Whom?

Mr, Breck. Mr. Alvarado.

Senator JornsoN. What was he?

Mr. Breck. A Costa Rican citizen,

Senator JoHNsSON. A mere citizen?

Mr. Breck. So far as I know,

Senator JornsoN. Did he undertake to obtain the loan for you?

Mr. Breck. I am not well acquainted with the details, because
that business was brought to us by this same house of Lisman, and
the arrangements were made between them and Mr. Alvarado.” We
paid the amount they said he was entitled to. We, as syndicate man-
agers, paid that amount. .

Senator Jonnson. How much?

Mr. Breck. I do not recall, but it was something around $25,000.

Senator Jounson. Have you an account with him on your books!

Mr. Breck. No.

Senator JounsoN. Why?

Mr. Breck. He has never asked to open one,

Senator Jornson. How did you pay him? '

Mr. Breck. I do not recall the details. I think it was paid by the
bank to whom we paid the money.

Senator JounsoN. Do you have a receipt?




SALE OF FOREIGN BONDS OR SECURITIES 1299

Mr. Breck. I do not think we have,

Senator Jonnson. You do not think you ever even had a receipt?

Mr. Breck. I think the bank to whom we paid the money did.
B.Sex(;ntor Jounson. What was Mr. Alvarado’s business in Costa

ica

Mr. Breck. I do not know.

Senator JounsoN. Where did he live—what particular place?

Mr. Breck. San Jose, I believe.

Senator JonnsoN, You simply paid him $25,000 for his services in
aiding you to get the loan?

Mr. Breck. As I say, I do not think we paid it to him, I think
we paid it to a bank, which paid it to him.

Senator Jonxso~. Did you have any dealings with him at all?

Mr. Breck., No; we did not.

Senator JounsoN. You simply undertook to pay that when Messrs,
Lisman & Co. came to you with the loan, is that correct?

Mr. Breck. Yes; as an introductory commission,

Senator JornsoN. As an introductory commission. Good heavens!
Pardon me. I did not mean to indulge in the expletive, but are
there introductory commissions, and then subsequent commissions,
and then consummation commissions?

Mr. Breck. I do not know of any, sir.

Senator JornxsoN. What do you mean by an introductory com-
mission ?

My, Breck. When a promoter introduces a piece of business to
bankers, he claims an introductory commission.

Senator JouNsoN. And Mr. Alvarado was a promoter?

Mr. Breck. I do not know what his business is,

Senator JonxsoN. You have said that when a promoter presents
a piece of business to a banker, he claims an introductory commission,
and that was the commission that Mr. Alvarado obtained, was it not?

Mr. Breck. Yes, .

Senator JorxsoN, Do you pay introductory commissions often?

Mr. Brrok. Whenever a promoter brings a piece of business to us
which we do, we pay him an introductory commission,

Senator Jounson. All right.  We have got the—

The Cramrman. Is that in addition to the regular percentage?

Mr. Breck. The same thing.

The Cuamrmax. It is taken out of the regular percentage, isn't it
or is it an additional percentage paid?

Mr, Breck. No. 'The bankers pay it out of their profits as com.
mission to the person who brings the business to them. It is no dif-
ferent from any other commission. I simply characterized it as a
promoter’s commission, or introductory commission.

Senator Jounson. All right. 'We have, to Mr. Alvarado, whom
you do not know, and never met, I assume, an introductory commis-
sion of $25,000 on the Costa Rican loan,

Mr. Breck. I am not sure of that figure, Senator. I would have
to consult my records to find out.

Senator JonnsoN. Would you give the exact figure, please, to the
reporter at your convenience? That was before the loan was con-
summated, of course, I assume?

Mr. Breck, After the loan was consummated.
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Senator JounsoN, After the loan was consummated, and before
you sold it, I presume?

Mr. Breck. After it had been sold and paid for.

Sen?ator JonnsoN, You purchased that Costa Rican loan at what

rice
P Mr. Breck. Eighty-eight, I think.
Mr. Stanr. Eighty-eight,
.Seréator JounsoN. You sold it to the American public at what
rice
P Mr. Stant. Niney-five and one-half,

Senator JouxsoN. Ninety-five and one-half, or a 71, per cent
spread. Did you advise the State Department of the fact that you
were making that loan ¢

Mr. StaHL. Yes.

Mr. Breck. Yes.

Senator JounsoN. Was there anything said about Mr. Alvarado
in connection with that?

Mr. Breck. No. ,

Senator JounsoN. The next one you mentioned, where you paid
a commission, was the Department of Cauca Valley, as I under-
stand it ?

Mr. Breck. Yes.

Senator JounsoN. How much commission did you pay in the case
of the Department of Cauca Valley?

Mr. Breck. I do not recall, sir.

Senator JouNsoN, To whom did you pay it?

Mr. Breck., My recollection is that it was to a New York firm, but
T would have to consult my records on that.

Senator JonxsoN. I am not speaking of the step-up price, or what
sum you paid subsequently to obtaining it, but you initiated the
Department of Cauca Valley loans, as I understand it. That has
been testified by Mr, Strauss,

Mr. Breck, We headed the business, Mr. Strauss said. The busi-
ness was initiated and found by Baker, Kellogg & Co., who brought
the business to us.

Senator Jou~soN. Are they the ones you paid the commission to?

Mr. Breck. I would have to consult my records to find out.

_Se?nator JouxzoN. Yon do not know the amount of the commis-
sion

Mr, Breck. I do not.

Senator JoirxsoN. Those two loans were to a political subdivision
of Colombia, as has been testified to here—(Cauca Valley; is that
correct ¢

Mr, Breck, That is correct,

Senator Jorrnson. What I want to ask you is this: What you have
done in relation to the payment of commissions to various brokers,
individuals, and the like, to furnish you the business, has been the
course of business with all international bankers respecting South
American loans or Latin American loans?

Mr. Breck. I can not speak for the others. I understand it is
the custom.

Senator JorxsoN, There was such keen competition among inter-
national bankers to obtain the business of South America, and to sell
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its securities in the American market, that they paid commissions to
promoters, and the like, in order to get it; is that correct?

Mr. Breck. I think it has been so as long as I remember. I under-
stand it tc have been the custom in London before the War,

sStena%or JoHxsoN. Are you justifying it because it was an English
custom

Mr. Breck. I am not justifying it at all. I am stating the facts.

Senator JounsoN. That is what I am asking—that, and that alone,
?s to ghe facts. Did you have any competition in obtaining the Peru
oans ?

Mr. Brecr, Yes; there was competition.

Senator JonnsoN., By whom?

Mr. Breck, At various times in the course of our Peruvian nego-
tiations, which extended over a long period of time, representatives
of one or another American banking house called in Lima, called
on the President and offered their services to him in handling the
country’s financing, and we were told that he told them that he was
satisfied with the relations he had with his bankers, and did not
wish to change.

Senator JonnsoN, When you floated the loans of $15,000,000,
$50,000,000, and $35,000,000, respectively, you made, as Mr. Strauss
has testified here, a subsequent a%reement with the various banking
houses. You had your first syndicate with them, did you not?

Mr. Breck. Correct.

Senator JornsoN. Those houses—I do not know whether they
were stated by Mr. Strauss or not. Can you recall from memory
who were in with you upon this $10,000,000 loan, after the first steps
were taken by ¥ou, and you became its sponsors?

Mr. Breck. I think you mean, Senator, the appearing group, the
ones whose names appeared on the circular,

Senator Jouxson. Call it that., That is the subsequent syndi-
cate, as I understand it, not the original syndicate.

Mr. Breck. Yes.

Senator JounsoN. The original syndicate consisted of a few bank-
ers in New York City?

Mr. Breck. That 1s correct,

Senator Jounson. All right., Will you give me their names?

Mr. Breck. J. & W, Seligman & Co., the National City Co., F. J.
Lisman & Co., and the Central Union Trust Co. The groups that
appeared on the circular and who are generally considered the spon-
sors of the issue, included, in addition, Blyth Witter & Co. and the
Guaranty Co. of New York.

fSenator Jonxnson. Did you state to any one of these associates
of yours

B}ix'. Breck. T beg your pardon, Senator. The Guaranty Co. of
New York did not appear on the circular. They had an interest in
the business, but did not appear on the circular.

Senator Jounson. All right.

Mr. Breck. Nor did the %entml Union appear on the circular,

Senator Jouxsox. We will get the. circular in evidence, so that
Equ need not worry on that score. We will get that accurately.

id you disclose to any one of your associates who were thus acting
with you in selling to the American public $100,000,000 worth of
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Peruvian bonds that you were obligated to pay, or that you had
paid, or that you intended to pay, to the son of the President of Peru
substantially half a million dollars for obtaining the business?

Mr. Breck. No.

Senator JonnsoN. You told none of them?

Mr. Breck. F. J. Lisman & Co. knew, because they and we had
made the agreement. . .

Senator JonnsoN., Eliminating Lisman, did you tell the National
City Bank?

Mr. Breck. No. .

Senator JounsoN. Were they familiar with the facts?

Mr. Breck. I think not.

Senator JounsoN. Have you ever—what is it, Mr, Strauss?

Mr, Strauss. I thought he was making an error.

Senator JoHNsoN, Surely.

Mr. Strauss. But evidently I was wrong.

Senator JonnsoN. I want yvou to correct—any one of the three
of vou—any error that any of us falls into. I have no desire to
get into any error,

You knew that the President of the Republic of Peru and his son
were in difficulties, did you not, among which was this particular
char%e that had been made, and the amount that had been paid by
you for these loans?

Mr. Breck. You refer to the action of the revolutionary tribunal,
the trial of the President and his son?

Senator Jonnson. Yes.

Mr. Breck. Yes; we read about that.

Senator JounsoN. Has not the National City Bank, or any other of
your companions in putting these loans out to the American public,
ever talked to you concerning the matter?

Mr. Breck. They have not.

Senator JornsoN. Nor have you talked to any of them in rels-
tion to it?

Mr. Breck. We have not.

Senator Jouxsox. Go ahead, Mr, Strauss.

Mr. Strauss. I was just asking Mr. Breck—I am not very familiar
with the details on that. I thought perhaps he had dropped into an
error, but he says he has not.

Senator Jounson. All right. If you think he has, go ahead and |
correct him. That is all right.

Mr. Strauss. No. I will let him stand on his own statement.

Senator Jounson. Will ry;ou state whether or not, during the nego-
tiations for the loans to Peru, the negotiations which you or your
establishment held with the President of Peru, there was any delay
or any difficulty conditioned upon the payment of the money that you
were obligated to pay to the son of the President of Peru?

Mr. Breck. There was not.

Senator JomNsonN. Was there any delay or any difficulty that
transpired at all after you had paid the money to the son of the
President ?

Mr. Breck. I know of no delay or difficulty.

. Senator Jornson. Were gou held up when you began the negotia-
tions with the President of Peru that you have described that you
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ersonally had with him in respect to these loans? Were there
Selays that were occasioned ?

Mr. Breck. No.

Senator JounsoN. Were there any difficulties encountered?

Mr. Breck. None; more than the usual disagreement between the
borrower and the lender as to the terms and conditions of how the
money should be spent. We insisted on a strict control and he
wanted freedom of expenditure, .

Senator Jornsor. I am going to come to that question of expendi-
ture pretty soon, but there was nothing more than that?

Mr. Breok. No.

Senator JoaNsoN. Do you know whether or not such difficulties as
there were suddenly ceased with the payment of the sum to the son of
the President of Peru? .

Mr. Breck. No money was paid to him until after the bonds were
bought and sold.

Senator Jouxson. Not until after you had actually put them on
the market?

Mr. Breck. No.

Senator Jou~NsoN. Was any sum at all paid to him before?

Mr. Breck. No, sir.

Senator JounsoN. Was any credit given to him beforef

Mr. Breck. No, sir.

Senator Jounson. Was there any entry on your books indicating
any credit to him? .

Mr. Breck. No, sir.

Senator JoHNsON. Prior to the time of the disposition of these
bonds in the American market~—

Mr. Breck. Senator, I have stated that we have paid him o sum
when the tobacco bonds were sold. Thereafter he was paid nothing
until the first series of 6 per cent bonds were sold. Thereafter he
w:;cs] paid nothing until the second series of 6 per cent bonds were
sold.

Senator JonnsoN. I see. Do you remember how much it was you
paid after the tobacco bonds were sold ?

Mr. Breck. $50,000,

Senator JounsoN. That was the first payment that was made by
you to the son of the President of Peru?

Mr. Breck. That is right.

Senator Jouxson. At that time did you make any payment to
Mr. Bolster, or to Mr. Maginnis, or to Mr. Salt?

Mr. Breck. Payment was made, as I recall, by F. J. Lisman &
Co. to Mr. Bolster, and we made a payment to Mr. Maginnis.

Senator JounsoN. That is, after the first issue of tobacco bonds?

Mr. Breck. That is right.

Senator Jounson, How much did you pay Maginnis?

Mr. Breck. $40,000.-
thSe;xator Jonnson, That was your total payment to Maginnis,

en

Mr. Breck. It was.

Senator JounsoN. What did you pay Bolster, or what did Lisman
pay Bolster at that time?

Mr. Breck, My recollection is it was $10,000, but we did not have
anything to do with it.
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Senator JorNsoN. You had nothing to do with that payment?

Mr, Breck. No.

Senator JounsoN. Did you pay Salt anything at that time?

Mr. Breck. No.

Senator JounsoN. Nothing at all. But Maginnis was paid his
full $40,000¢

Mr. Breok. Yes.

Senator Jounson, All right, After the second loan was floa
the second loan being floated in December, 1927, for $50,000,000, di
you make any payments?

Mr. BRECK. BVe did.

Senator Jounson. Did you make any to Bolster?

Mr. Breck. Yes; to his estate.

Senator JornsoN., That was to.his estate, then?

Mr. Breck. Yes.

Senator JounsoN. After that second loan?

Mr. Breck. He had died.

Senator JounNsoN. You paid him in full then, or you paid it to
his estate at that time?

Mr. Breck. That is right.

Senator Jounson. Did you make any payment to Maginnis?

Mr. Breck. No.

Senator Jounson, Did you make any payment to Salt then?

Mr. Breck. No.

Senator JouxsoN. Did you make any payment after that second
loan to the son of the President of Peru?

Mr. Breck. Yes.

Senator JounsoN, What was that payment?

Mr. Breck. $192,600.

Senator JounsoN. After the third loan you had already paid
Bolster, then, in full, had you not?

Mr, Breck. Yes.

Senator Jounson. You had already paid Maginnis in full?

Mr. Breck. Yes.

Senator Jouxson. Had you paid Salt?

Mr. Breck. No.

Senator JonNsoN. After the third loan did you pay Salt?

Mr. Breck. Yes.

Senator JounsoxN. You gave him that $10,000%

Mr. Breck. Yes.

; Sengator Jounsox, What did he do—make a demand upon you
or it? o .

Mr. Breck. My recollection is—I was in Peru at the time—mgy
recollection is that there had been some understanding between
him and his firm, F. J. Lisman & Co., that he was to get a commis-
sion plus his salary. F.J. Lisman & Co. told us of that arrangement
at the time, and he was paid $10,000.

Senator JounsoN. How much was the payment that was made
to Leguia, the son of the President of Peru, after that third lvan{

Mr. Breck. $173,600.

%ena%or JounsoN. Have you ever made any further payments
to him

Mr, Breck. No.
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Senator JounsoN. Those constitute all the payments that you
have made to Leguia?

Mr. Breck. Yes,

Senator JounsoN. To either Leguia?

Mr. Breck. We made payments only to Juan Leguia.
; Sgi\agor JonxsoN. You made none to any other members of the
amily ?

Mr.y Breck. No.

Senator JouxsoN. Mr. Chairman, do you want to take a recess
until 2 o’clock?

The CHARMAN. Are you through with the witness?

Senator JonnsoN. No; Mr. Chairman. I am . not through. I
have gone through only a few of these loans,

The Cuamrmaxn. The committee will stand in recess until 2 o’clock.

(Whereupon, at 12 o’clock noon, the committee recessed until
2 o'clock p. m.)

AFTER RECESS

The hearing was resumed at 2 p. m., at the expiration of the
recess.

The Cuamrman. The committee will come to order. We will
proceed with the hearing.

TESTIMONY OF FREDERICK STRAUSS AND HENRY C. BRECK,
PARTNERS, NEW YORK CITY; AND LIONEL STAHL, OF J. & W.
SELIGMAN & C0., NEW YORK {ITY—Resumed

(These witnesses were sworn by the chairman of the committee
at the morning session.)

The CHairMaN. You may proceed, Senator Johnson.

Mr. Breck. Might I at this point repeat what I have said before,
with a view to clarity—

The CHAIRMAN (interposing). What is that?

Senator JouxsoN. Mr. Breck wishes to make a little statement for
the record. and I told him I certainly should be very glad for him
to make any statement he desired.

The Crairman. Proceed.

Mr. Breck. 1 just wanted to say that I was speaking from mem-
ory in this case, and while to the best of my knowledge and belief
what I have saicl is as I have said it, I wanted Senator Johnson to
know that I would be glad to confirm any of these things by refer-
ence to the records. At the present time I merely wanted to have
him understand that I was speaking from memory; that several
of the events mentioned were distant in yvears and therefore it is
a question of memory. And also there might be some misunder-
standing on the part of some members of tﬁe committee, although
I think not on your yart, Senator Johnson, about the phrase * intro-
ductory commission ” which I used. It does not mean another kind
of commission, but simply another means of characterizing a com-
mission paid to an intermediary. It may be called introductory
commission, or intermediary commission, or other kind of com-
mission, depending upon usage. It does not mean one of several
commissions, but the same general kind of commission.
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The Cuairman. I think that was understood by all of the mem-
bers of the committee,

Mr. Breck. All right.

Senator JornsoN. I had asked you about the commissions that

ou had paid in two instances. I think we had spoken of Costa
ica, in which you said that some gentleman nameé) Alvarado was
paid $25,000 by you. Is that correct?

Mr. Breck. Approximately that. It was something like threc-
tenths of 1 per cent,

Senator Jounson. Can you describe to the committee any better
who Mr. Alvarado was?

Mr. Breck. Senator Johnson, I never met Mr, Alvarado. Alll
know is that he was an individual who was said by the people who
brought the business to us as being entitled to a commission for
having originated it or brouglll: it to them.

Senator Jounsox. Do you know whether or not he had held public
office in Costa Rica?

Mr. Breck. I never heard of it if he did.

Senator Jouxsox. Do you know his first name?

Mr. Breck. No, sir,

Senator JorNsoN. Do you know anything about the business in
which he was engaged?

Myr. Breck. No.

Senator Jounso~. You simply know that a man named Alvarade
was stated to you as being entitled to a commission, and that that
commission you paid? .

l;]h'. Breck. Yes: not to him but to the bank that transmitted it
to him.

Senator JounsoN. That was to a bank in Costa Rica ?

Mr. Breck. No; a bank in New York transmitted it.

Senator JornsoN. What bank?

Mr. Breck. I think it was the Central Hanover Trust Co., that
transmitted the draft to him.

Senator JorNsoN. Did he draw a draft upon you?

Mr. Breck. No; he did not.

Senator JounsoN. Somebody in New York must have stated to
you, then, that you must assume and pay that commission?

Mr. Breck. That is correct.

Senator Jounson. Very well. Who was that person?

My, Breck. The people who originated the business and brought
it to us. .

Senator JouxsoN. And who were they?

Mr. Breck. F. J. Lisman & Co.

Senator JorxsoN. Now as to the department of Cauca Valley loan,
and did you pay a commission on them?

Mr. Brecs. I think so.

Senator Jounson. Cauca Valley is in the Republic of Colombia?

Mr. BrReck. Yes, sir.

Senator JornsoN. To whom did you pay that commission?

Mr. Breck. My recollection is not clear on that. I think it was
paid to a group or an individual in New York.

Senator Jounson, All right. Who was it, group or individual?

Mr. Breck. I do not remember. I will be glad to let you know
that after consulting my records.
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Senator Jounson, If you will do that, I will thank you.

Mr. Breck. All right,

(See exhibits at conclusion of testimony.)

Senator JounsoN, How did you learn that any individual in Co-
lombiz was entitled to a loan?

Mr. Breck. Do you mean, was entitled to a commission?

Senator JouNsoN. Yes; I meant a commission.

Mr.? Breck. In connection with the department of Cauca Valley
loans

Senator Jounson. Yes.

Mr. Breck. From the people who brought the business to us in
New York.

Senator JounsoN. Was that F. J. Lisman & Co.?

Mr. Brecr. No; it was Baker, Kellogg & Co., who brought the
Cauca Valley business to us.

Senator JornsoN. They simply told you that somebody was enti-
tled to a commission ? .

Mr. Breck. That is right.

Senator JouxsoN. Did they exhibit to you any agreement or con-

tract in respect to it?
. Mr. Breck. They did not to me. I did not handle that particular
issue, but my recollection is that there wes norz such. For example,
they simply said that they were committed te pay a commission to
this individual, and we as the manager of the groups paid the com-
mission,

Senator JornsoN. Were the individuals residents of the Republic
of Colombia ?

Mr. Breck. I am not clear on that. I think not. I think they were
&aid to individuals in New York, who brought the business up to

ew York from Colombia. Senator Johnson, I do not know whether
you know or not, but as I understand the situation it was customary
in the case of South American loans in the early days, when they
were being financed here in the United States, for the Government to
entrust to some individual in the country concerned the task of com-
ing to New York and negotiating the loan for the province, state,
or municipality, and that individual was paid a commission for
doing that business.

Senator Jounson, That is, if I follow you now—take the instance
of Colombia with its loans—they would entrust to some local resi-
dent the matter of negotiating for the loans, and he would come to
New York and see about it; is that what you mean ¢

Mr. Breck. Yes, I was never able to establish that a Government
ever went so far as to give to an individual what we would call dis-
tinct legal power to negotiate for it. We always asked when these
promoters came in with business whether they had full authority
from the Government to act. And I was never able to discover any
such authority. What did happen, apparently, was this: That the
Government or the finance minister and the individual concerned
had talked the matter over, and the individual concerned was told
by the finance minister, or perhaps he told the firance minister, that
he was going up to New York to see what he could do toward getting
a loan for the entity concerned, and that the finance minister said:
“All right; go and try your luck and see what you can de. If you
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can get it on proper terms—approximately this, that, or the other
thing—we will givea loan to the bankers, provided they are responsi-
ble in our view.” That was usualiy the beginning of the negotiations.

Senator JounsoN. Now, it was to that kind of individual, for his
work of acting in the matter, you would ay a commission to?

Mr. Breck. Yes; if as a result of his bringing the business to our
attention and his helping us in the negotiations we got the business
and offered it to the public, we paid him the usual commission which
s I say was anywhere from a quarter to one-half of 1 per cent of
the principal amount of the issue.

Senator Jor~soN. Of course, when he first came to you he repre-
sented the Government concerned, did he not ?

Mr. Breck. No; not necessarily.

Senator JounsoN. What do you mean by “ No; not necessarily "¢

Mr. Breck. Because he would come saying that he felt sure from
his relations with the Government officials, and his knowledge of
the situation there, that X department was anxious to have a loan,
say, of $10,000,000, and that if it could be obtained under approxi-
mately these terms from the bankers, he thought the state or city
or municipality, whatever it might be, was willing to borrow. The
bankers would then in some cases carry on the preliminary negotia-
tions through that intermediary, telling him what they were willing
to do. He would then cable down to the depurtment or state con-
cerned, and when it became clear that there was a meeting of minds
approaching, the negotiations so far as we were concerned were
a wuf's thereafter carried on directly between the Minister of Finance
or other duly accredited representative of the Government or depart.
ment and ourselves.

Senator Jouxson, That is, the intermediary had brought you in
touch with the Minister of Finance or other representative of the
Government ?

Mr. Breck. Yes, sir.

Senator JouxsoN. That is correct, is it not?

Mr. Breck. Yes, sir.

Senator JounsoN, And that intermediary came either from the
Minister of Finance or other representative of the Government?

Mr. Breck. Not necessarily.

Senator JounsoN. What do you mean by the answer, “ Not neces-
sarily ”? Do you mean he came out of circumambient atmosphere
and stated to you, “ There is a loan down there in South America
or in Central America that you can get,” and that thereupon you
agreed to pay him a commission that would aggregate a considerable
sum of money? : o )

Mr. Breck. He came in many cases as an individual anxious
to develop business. He would say that he felt he could———

Senator JounsoN (interposing). Develop whose business?

Mr. Breck. Become the intermediary for a loan to a South Amer-
ican state or republic, or municipality.

Senator JounsoN. Were there many such people running around?

Mr. Breck. A great many of them.

Senator JounsoN. Did they deal with all the international bankers
in New York, substantially I mean?

Mr. Breck. I think so,
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Senator JouNsoN. And there were men there in New York from
South American republics and South American governments and
Latin-American governments ¢

Mr. Breck. They were also Americans who had friends down
there, and who went down and investigated the situation and came
back. In fact, more often than not they were Americans,

Senator Jounson. More often than not Americans would come in
and say, for instance: “ The Republic of Colombia may want a loan
of $10,000,000, and we will go down and see about it.” And you
would say : “ We will see about paying you for it.”

Mr. Breck. That is right. In other words, the individual in ques-
tion would usually say: “I have reason to believe this loan can
be obtained. I will undertake to negotiate it for you, or bring you
in touch with the Minister of Finance, and my price is going to be
so-and-so.” He would usually start out with 1 per cent or 2 per
cent of the principal amount of the loan. We would say: “ That is
an unreasonable amount. We usually pay from one-quarter to one-
half of 1 per cent,” That was the usual way of handling it.

Senator JounsoN, That was the usual way of doing business with
Latin American and South American republics?

Mr. Breck. I think so.

Senator JouxsoN. It was not only your usual way of doing busi-
ness with them. but it was the usual way of doing business as con-
ducted by all these other gentlemen in dealing in securities of Latin
America and South America?

Mr. Brrek. That is what I understand to have been the custom,
and for hundreds of years, in the floating of Latin American gov-
ernment loans.

The Cuamymax. With European governments as well ?

Mr. Breck. Yes; with England, ¥rance, Holland, and everybody
who made governmental loans,

Senator Jounson. Is that the way government loans have been
made in the last few years with Germany ¢

Mr. Breck. Well, we have made none ourselves, but I understand
it has been done in that way.

Senator Jomnnson. That is, that there were intermediaries who
sold those large loans to Germany and who received a commission
from the international bankers upon them?

Mr. Breck. I should not be surprised. I think it is quite the
normal way.

Mr. Stravss. What loans do you refer to?

Senator JonnsoN. I am speaking of loans in which either the
German Government or political subdivisions might be interested
or guarantors of,

Mr. Stravuss. And of corporations?

Senator JounsoN. Corporation loans and the like.

Mr. Breor, Yes, sir.

Senator JounsoN. That was the usual mode?

Mr. Breck. That was the usual method.

Senator JounsoN., Now I want you to be very certain about that,
That is your view of it, is it not?

Mr. Breck. That is my view of it.

Sl})eli_na?tor Jouxsox, And then they were shot out to the American
public
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Mr. Breck. The bonds were purchased to be sold to the public.

Senator JomxsoN. Now, you are unable to state the name or names
of any individual or individuals who were engaged as intermediary
or intermedigries in the loans to the department of Cauca Valley?

Mr. Breck. I do not recall.

Senator Jomxsox. But you can obtain that information from
your records?

Mr. Breck. I am quite sure.

Senator JornxsoN. And if there are any writings in respect to
any of those individuals, those writings you will furnish to us also,
or copies of them?

Mr. Breck. You mean relating to the commission, the amount
paid, and the receipt of it, and that kind of thing?

Senator JorxsoN. That is what I am speaking of exactly.

Mr. Breck. All right. A

(See exhibits at conclusion of testimony.)

Senator Jouxsox. Now, what was the next loan that arose in
which you had dealings with an intermediary or paid a commission?
By the way. do you know what commissions you paid in the case of
the Cauca Valley leans?

Mr. Breck. How much was paid?

Senator Jonxsoxn. Yes.

Mr. Breck. I do not recall.

Senator JouxsoN. What was the next one that you placed?

Mr. Breck. The next loan?

Senator JorxsoN. In which you had an intermediary, or in which
you paid a commission.

Mr. Breck. If my recollection is correct, I think we paid a com.
mission in practically every foreign loan that we made.

Senator Joaxsox. In the case of every foreign loan you made?

Mr. Brecr. Yes, sir.

Senator Jorxsox. That is, you paid to some individual who came
to ygu in the manner you have suggested, a commission, is that cor-
rect

Mr. Breck. That is correct. Now let me make sure that you un-
derstand that the commission was paid by somebody and to some-
body. We often paid it to the banking house which brought the
business to us, we paid as group managers, deducting from the gross
proceeds of the business this expense or commission, which was
charged to the profits of the business.

Senator Jonxsox. Do not let us have any miscenception. I am
not speaking of any commissions paid to banking houses that par-
ticipated in the loan with you.

Mr. Breck. No; nor am 1.

Senator Jom~son. I am speaking of something that was paid to

ple who were strangers to the actual distribution and sale of the
oan; people who in the first instance came to you in respect of the
loan from the government, from the finance minister or whoever it
might be in the particular 1ocality, and talked to you concerning the
loan,dand which loan subsequently by your own endeavors you ob-
tained.

Mr. Breck. We did very little of that kind of business.

Senator Jonxsox. I thought you said you did no other.
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Mr. Breck. Apparently we do not understand each other.

Senﬁtor Jonxson. Then let us go over it again and try to get it
straight.

ME Breck. We had very few direct dealings with individuals,
Nearly all of the business brought to us was brought by other bank-
ing houses. We would take over the negotintions from them, and
negotiate the matter and head the business and manage the syndi-
cate. There were a few instances, such as I now recall the Mort-
gage Bank of Yugoslavia, where I think we conducted the original
negotiations~—no, that again was brought to us from London, by a
banking house in London, and the man who introduced the business
to them was paid a commission by the managers when the loan was
completed. .

Senator JonxsoN, And do you know who that was?

Mr, Breck. Yes.

Senator JouxsoN. Who was it?

Mr. Breck, An individual named Kagan,

Senator JounsoN. Where did he come from?

Mr. Breck. From Russia originally, I believe.

Senator JounsoN, Was he a resident of Yugoeslavia?

Mr. Breck. At the time; yes.

Senator JouxsoN. And he was engaged in what occupation?

Mr. Breck. I think he was a promoter. He acted for certain
London groups, certain Paris groups, and in this particular instance
he acted for us.

Senator JouxnsoN., Do you know what commission he was paid?

Mr. Breck. I do not recall offhand. I think it was something like
a quarter to three-eighths of 1 per cent. But I will be glad to send
that, too, if you like.

Senator JonxnsoN. Send that to us as well, if you please.

(See exhibits at conclusion of testimony.)

Senator JouxsoN. We have Yugoslavia now dealing in exactly the
same fashion as Latin America, have we not?

Mr, Breck, Yes. ’

Senator Jonxson. All right. Next we have the Province of Cal-
lao. A loan of $1,500,000, with a spread of 6.5 per cent. Do you
recall that?

Mr. Breck. Yes, sir.

Senator JonxsoN. Did you deal with an intermediary there?

Mr, Breck. That business was brought to us by another banking
house, Alvin Frank & Co., of California. Mr. Frank having been
in Peru, arranged the loan, and he came up here and discussed it
with us, and we agreed to issue it with him and for him. He had
agreed to pay certain commissions in connection with it, which were
taken over by us as syndicate managers and paid as Y recollect to
Mr. Frank, who in turn paid them to the persons he had agreed to
pay them to. i

enator JouNsoN, And who was that?

Mr. Breck. I do not recall.

Senator JounsoN., Will your records show?

Mr. Breck. I think so. They will show payment to Mr. Alvin
Frank, anyway.

92028—32—pr 3——4
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Senator Jon~soN. If you can state the name of the individual to
whom the commission was vaid I wish you would furnish it here-
after, to be sent with the other matters that we have referred to.

Mr., Breck. All right,

Senator JounsoN, How much was the commission that was paid
in that case?

Mr. Breck, I do not recall the amount.

(See cxhibits at conclusion of testimony.)

Senator Jounsox, How about the Province of Callao loan? Has
it been paid or redeemed? Has the interest been paid?

Mr. Breck. The interest went into default January 1, last.

Senator Jornsox. Where is that?

Mr. Breck. That is the Peruvian Province in which the Port
of Callao is located,

Senator Jouxsox. Do you know for what purpose that loan was
issued?

Mr. Breck. For building & new market place, and ior paving
streets, and for redeeming certain internal issues.

Senator JouxsoN, Subsequent to your selling of these loans to the
American people did you ever follow them up to see how the money
was expended in Peru?

Mr. Brecr. We did the best we could in an informal way. We
had no control over the proceeds, We asked them how they spent
it. We did actually see some of the work being done, but we had
no way of following up and seeing how each dollar was expended.

Senator Jouxson. Will you state whether or not a great deal
of it was wasted ?

Mr. Breck. I do not know.

The Cuamdiax., Have you put into the record at any place a
list of all of vour foreign loans?

Senator JorxsoN. He has already done that, Mr. Chairman,

Mr. Breck. Yes; we have done that.

The? CuamrMaN. You put them in at the beginning of the testi-
mon

Mg Breck. Yes, sir,

The Cuamrsan, I wanted to be sure about that.

Mr. Breck. Yes, sir.

Senator JouxsoN. When was this Province of Callao loan pur-
chased by you?

Mr. Brecr. The date of the issue was May, 1927,

Senator JouxsoN. When wos it disposed of?

Mr. Breck. It was bought and sold in that same month,

Senator Jou~Nsox. And bought at what price?

Mr. Breck. Bought at 9214 and offered to the public at 99.

Senator JomnsoN. You have none of these securities now, I
assume {

Mr. Breck. No, sir,

Senator Jonxsox. Now we will take the Mortgage Bank of
Bogota.

I\%r. Beck. Senator Johnson, before you leave Peru, I should like
to add to one thing you reported this morning.

Senator Jon~son. All right.

Mr. Beok. Some one from Peru mentioned the cost of the money
to them and the relation thereof to exchange depreciation. I should
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like you to know that the Republic of Peru received the full purchase
price named in the contract for the bond, 86 per cent, of the prin-
cifpal amount; that the actual cost of the money to the Republic
of Peru of slight over seven per cent might not be fully understood
unless explained; that in connection with the service charges on the
bonds which were issued to redeem outstanding bonds, they were
slightly over $1,000,000 less than the service charge on the bonds
redeemed. So that there was an actual saving to the Republic of
a million dollars a year on the refunding operation. And with that
situation I am wholly unable to understand the figures in the report
which came to you from Lima as to the cost of the money. Ex-
change depreciation has nothing whatever to do with the cost of
money to the Republic at the time it was borrowed. The fact
that their currency has depreciated since is no different than in the
case of England or the Scandinavian countries which have recently
gone off the gold standard, and who find it harder to take care of
their external debts made in gold dollars at the terms fixed.

On the matter of supervision of proceeds, I think I mentioned this
morning that in Peru we tried wherever possible to supervisu the
expenditure of the proceeds, and were successful to a large extent
by segreguting in our own hands, first, the sums required for re-
demption, and then for public works, and then for refunding some
serial dollar notes that they had. But we were not able to supervise
in detail the public works expenditures, although we did require a
schedule to be furnished in advance, and although the Republic at
our suggestion published once a month in the official 5azette the
exact expenditures for public works out of those proceeds.

Senator JounsoN., As to the control you had in the manner yo,
have indicated, how did you maintain that control? Did the money
remain with you?

Mr. Breck. It did.

Senator Jounson. How long did the money remain with you?

Mr, Breck. Until it was paid out in accordance with the contract.

Senator Jomnson. Tell it to us substantially, I mean in years or
months.

Mr. Breck. The public works money was paid out at the rate of
'$750,000 monthly until it was exhausted.

Se?ator Jouxson. And that would cover how long a period of
time

Mr. Brecr. Anywhere from a year to fourteen or eighteen months.

Senator Jornsox. And during that period the amount of the loan
remained with you,

Mr. Brecx. Yes, sir. The proceeds allocated to that purpose
remained on deposit with us am{’ with the City Bank.

Senator Jounson. With what City Bank?

Mr. Breck., With the National City Bank of New York.

Senator JonnsoN. What amount of money, so far as you recall,
xlugftezl-{ ghe sale of these bonds remained with you or the National City

an

Mr. Breck. I would have to consult the vecords on that.

Senator JornsoN. I am asking you to state it approximately.
Give the best recollection you have.
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Mr. Brrckx. Well, practically all of it except the first monthly
installment of $750,000.

Senator Jorx~:oN. Well, that or some balance of it remained with
you for a period of from a year to two years as the case may be?

Mr. Breck. Yes.

Senator JorNsoN, I see that both of your associates, Mr, Strauss

and Mr. Stahl, are trying to tell you something, but I do not know
what it is.
. Mr, Breck. Senator Johuson, they are trying to tell me that the
money which was retained from the proceeds of the loan was re-
tained for several purposes. As I have mentioned before, one was
refunding. The money for refunding was kept with us until the
bonds could be called under the terms of the contract, and then was
paid out, some of it 30 days, and some 60 days or 90 days later, The
money for the Callao Harbor was paid out in accordance with the
terms of the contract between thz Republic and Snare & Co., the
contractors. It was a deposit that was in our hands and that we
paid out as any banker would on the order of a client. The money
for the public works was the principal category and was paid out at
the rate of $750,000 a month.

Sena?tor JonnsoN. Did you pay them anything for the use of the
mone

Mr?, Breck. We paid the rate allowed by the New York Clearing
House for similar deposits,

Senator JornsoN. And what was that?

Mr, Breck. That varied. At the beginning it was 2 per cent—well,
I think for the greater part of the time it was 2 per cent.

Senator JouNsoN. What was the maximum length of time that
the money remained with you? Can you state that

Mr. Breck. I can not state it offhand. My recollection is that it
was about 18 months or so; that some of it remained as long as that.

Senator JonnsoN. Now, when those that you are speaking of, and
you are speaking of these 6 per cent loans now of Peru?

Mr. Breck. Yes.

Senator Jornson. $85,000,0007

Mr. Brecg. Yes, sir,

Senator JounsoN, And you are speaking also of the Province of
Callao. How do you pronounce that?

Mr. Breck. Callao.

Senator Jounson. That $1,500,000 which remained with you ir
the fashion you have mentioned while you were paying out the
warrants of the contractor?

Mr. Breck, Yes. I think, however, the most of that was paid out
quite promptly.

Senator JouNsoN. And the name of the contractor was Snare &
Co., I believe?

Mr. Beeck. Yes; for the docks, -

Senator JouNsoN. Let us now get to the Mortgage Bank of
Bogota. That was a $3,000,000 loan, with a 414 per cent spread,
and you made out of $185,000. What was that loan?

Mr. Breck. It was a loan made to the Mortgage Bank of Bogota,
and they used the proceeds for the purchase of mortgages in
Colombia.
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Mr. JornsoN. Did you have an intermediary there?

Mr. Breck. I thinkso; yes.

Senator JouNsoN, Who was it?

Mr, Breck. I think his name was Borda, a Colombian.

Senator JonnsoN. Did he come to yon with that particular loan?

Mr. Breck. He did not. He came to the Central Union Trust
Co. at that time. Its representative was in Colombia at the time and
discovered the business and asked us if we would like to do it, and
we said we would, and Mr. Borda received the customary inter-
mediary commission,

Senatotr JonnsoN. What did he receive?

Mr. Breck. I think it was 15 per cent on our net originating
profits, which is another way of measuring the commission at times.
I think it averaged about three-eighths of 1 per cent, or between
.one-quarter and three-eighths of 1 per cent.

Senator Jonxsox. Of the total loan?

Mr. Breck. Yes.

Senator Jonxsox, Did the State Depariment ever ask you to
make a loan to Nicaragua?

. Mr, Breck. I think Mr, Strauss might answer that.

Senator JouxnsoN. Do you recall that, Mr, Strauss?

Mr. STRAUSS. Yes, sir,

Senator Jonxsox. Tell us about that,

Mr. Stravss. Toward the end of the Taft administration—

Senator Jonuxsox (interposing). Oh; it was back there, was it?

My, Strauss. Yes. The State Department, and I think Mr. Knox
was still the Secretary of State; but soon after that he was succeeded,
I think by Huntington Wilson, the Under Secretary of State. As
vou will probably recall, there was appointed, either by the United
States or with the approval of the United States, an American to
advise Nicaragua as to what to do with its disordered financial
and economic condition. The name of the gentleman appointed will
occur to me in a moment. He went down there and looked into
the situation and. T believe, made a report to Nicaragua, which was
filed with tie State Department; and soon after that the State De-
partment, tarough him, asked us to submit to its representative;
and I am trying to be as technical as possible as to just what course
it took to show that it was with the sanction of

Senator Jouxsox (interporsing). Unless you wish to do it I do
not care for the technieal details. although that is up to you.

. Mr. Strauvss, They are all matters of public record and I am will-
ing to state them.

Senator Jonxsox. Well, I think yvou acted under the State De-
partinent,

Mr. Stravss. We would not have acted if we had not had the
State Department back of us, or if we had not thought the State
Department was back of the matter.

Senator Jonxson, I understand that. Now, I further under-
stand that they made a request of you.

Mr, Strauss. For the moment, about that I can not just recall.

Senator Jouxsox. Do you remember any other loan made by you
to Nicaragua at the request of the State Department?
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Mr. Stravuss. As long as we were the bankers for Nicaragua in
any shape I will say that we did nothing that was not either ap-
proved by the State Department or at its suggestion.

Senator JounsoN. I am not questioning that, But in the last
ten years did you make any loan to Nicaragua at the suggestion of
the State Department?

Mr. Strauss. I just want to ask one of my partners here.

Senator Jounson. All right.

Mr. Stravss. Since 1926 we have not had any connection, I be-
lieve, with Nicaraguan finances,

Mr. Breck. Noj I will say that we made a bank loan to the Bank
of Nicaragua.

Senator Jounsox. When was that?

Mr. Breck. In 1926 and 1927, I believe,

Senator JomuxsoN., And that was made at the instance or sug-
gestion of our State Department, was it not?

Mr. Breck. I do not know about that.

Mr. Strauss, Let me very briefly say this: In years gone by, way
back in the Taft administration, my brother and I—and my brother
is now dead—handled that matter. Then as the years went by it was
taken up by other partners. That is the reason I am somewhat
hazy about it now. But the earlier part of it I am quite familiar
with, When we get down to the more modern times I do nog think
Mr, Breck knows much about it. for one or another of our partners
handled it. But I can briefly say this: That we never made a
public issue on Nicaraguan bonds, and what we did was handled
jointly with other firms, at one time Brown Bros, and the Guaranty

'rust Co. of New York, I think, and at another time with the
Guaranty Trust Co. of New York but without Brown Bros. & Co.;
we made them bank loans or bank credits with which to reorganize
their currency, and we undertook then the control of the state
railroad, which was being operated at 100 per cent of the gross
receipts, and we sent down railroad men to manage it, and it was
a very different sort of thing from anything we are discussing here.

Senator Jonxsox. Do you ever remember a railroad loan being
made there?

Mr., Stravuss. Yes, sir.

Senator Jonxsox. When was that made?

Mr. Strauss. It was very far back, over 10 years ago, I should
say, before the World War.

Senator Jomxsox. Do vou remember who was the Secretary of
State at the time?

Mr. Strauss, I think Mr. Bryar, if I am not mistaken.

Senator Jouxson. I thought that might bring about your recollec-
tion. Was it during My, Kellogg's time?

Mr. Strauss. Oh, no. I think it was during Mr. Bryan’s time as
Secretary of State.

Senator Jorxsox. It was done at the instance of the State Depart-
ment, however, was it not?

Mr. Strauss. It was either done at their instance or in such a
way that they were assuming the responsibility for inviting us.

enator Jounson. I was just curious, and that was all, as to
the mode of making these loans. Take the Mortgage Bank of
Bogota, $3,000,000, was that done through an intermediary?




SALE OF FOREIGN BONDS OR SECURITIES 1317

Mr. Breck. That is the one I just mentioned, about having been
brought to our notice by the representative of the Central Union
Trust Co. who was in Colombia and who talked with this Colombian
named Borda about it, and when the business was done Mr. Borda
received a commission.

Senator JounsoN. Now let us take the Department of Cun-
dinamarca. That was a $12,000,000 loan. Was that made through
an intermediary ¢

Mr. Breck. Through the same intermediary.

Senator Jouxsox. Borda?

Mr. Breck. Yes, sir.

Senator JonNsoN. What did he receive on that? .

Mr. Breck. I think he received 15 per cent of our net originating
profit, which works out somewhere between one-quarter and three-
eights of 1 per cent of the face amount of the issue.

Senator JonxsoN. Was he in the bond business?

Mr, Berck. No. He was an individual. He was a promoter.

Senator JorNsoN. Was he connected with the Government?

Mr. Breck. Not that I know of.

Senator Jouxson. Did you ever investigate that matter so as to
ascertain ¢

Mr. Brecg. I never met Mr. Borda.

Senator JonxsoN, Was there any competing for his particular
business by any American firms that you were aware of ?

Mr. Breck., We were told during our negotiations that other
houses had representatives in Colombia who wanted to do the busi-
ness, But that was usual and often the case in connection with
foreign loan negotiations, that there was competition for loans.

sSenator Jouxsox. What date was that loan made?

Mr. Breck. June of 1928,

Senator JounsoN. What is its condition now? ,

Mr. Breck. Do you mean are payments being made regularly?

Senator JouxsoN, Yes,

Mr. Breck. They have been. But as you know, the Republic of
Colombia has issued a decree controlling the exchange, so that the
;lepm'tnwnts can not buy foreign exchunge with which to pay their
oans,

Senator Jouxsox., Therefore they have defaulted in the matter of
the interest?

Mr. Breck. Not yet. )

Senator JounsoN, They will default, however, under that decree
if it is enforced?

Mr. Breck. They must.

Senator JounsoN. When is the next interest payment due?

Mr. Breck. May 1.

Senator Jouxsox. Do you mean May 1, 1932/

Mr. Breck. Yes.

Senator Jonnsox. Well, have you consulted Mr., Borda about
that at all?

Mr. Breck. No.

Senator Jonxsox. Why not?

Mr. Breck, We have consulted the department about it. It was
their responsibility, the department of Cundinamarca.
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Senator Jounson. Well, Borda received a considerable commis-
sion, you say, something like one-half of 1 per cent.

Mr. Breck. Not that much. Somewhere between one-quarter and
three-eighths of 1 per cent, I don’t remember exactly.

Senator JonnsoN. Next you have the city of Rio, $13,000,000.

Mr. Breck. That was an issue the leaders in which were Blair &
Co. We were in the purchase group, but they conducted the negotia-
tions and headed everything.

Senator JorNsoN. You had nothing to do with the intermediary
in that instance?

Mr. Breck. No, sir.

Senator JounsoN. Do you know whether or not there was some
particular individual in that issue who obtained a commission?

Mpr. Breck. I do not know.

Senator JounsoN. But Blair & Co. were the ones who initiated it$

Mr. Breck. Yes.

Senator JounsoN. But you were a member of the original group,
were you not?

Mr, Breck. Yes, sir,

Senator JornsoN. What is this next one, Fried. Krupp?

Mr. Breck. That is a German steel and iron company.

Senator JornsoN. You have a loan of $10,000,000 to them ¢

Mr. Breck. We were the members of the original group. It has
since been paid off in full.

Senator JonxsoN. How about the loan to the city of Rio?

Mvr. Breck. That has been since paid off in full.

Senator Jor~son. Both of these are paid off in full?

Mr. Brecg. Yes, sir.

Senator JoHNsoN. Next, Cunard Steamship. That has been paidt

Mpr. Breck. Yes, sir.

Senator JounsoN. That was for $7,500,000?

Mr. Breck. Yes, sir; $7,500,000.

Senator JornsoN. Did you have an intermediary there?

Mr. Breck. I do not know. Brown Bros. & Co. sold that issue,

Senator Jounson. The next one is Leonard Tietz (Inc.), $3,000,
000. What was that?

Mr. Breck. That was a German department store. That issue
was sold by Lehman Bros.

Senator JonxsoN. When was it that that was purchased ?

Mr. Breck. In January of 1926,

Senator Jornson. I notice there was a spread there of 14, What
wis it purchased for, at what price

Mr. Breck. They were purchased at a cost of 83,

Senator JounsoN. And sold at what?

Mr. Breck. Sold at 97.

Senator Jonxson. Did you take that loan up with the State De-
partment ?

Mr. Breck. I assume that Lehman Bros. did. We were not the
leaders and naturally we would not do so.

Senator JouxsoN. In taking up any of these loans with the State
Department did you advise them at any time of the purchase price
and then of the selling price?

Mr. Breck. Noj; we did not. We told them of the amount of the
financing, as I recall it, that was contemplated. I will be glad to
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send you a copy of our letter to the State Department, which was
usually in general language. I think the cost price might have been
mentioned, but I would have to consult our letters in order to tell
ou.
¥ Senator Jounson. Please send us a copy of one of your letters of
the regular sort.
Mr. Breck. All right.
(See exhibits at conclusion of testimony.)
Senator JounsoN. Next is the Berlin City Electric Co., $1,000,000.
Has that been paid off?
Mr. Breck. Yes.
Senator JouxsoN. Did you have an intermediary there?
Mr. Breck. I do not know. Hallgarten & Co. headed that issue,
and I do not know the details.
Senator Jomxson. Berlin City Electric Co., $2,000,000. Has
that been paid off ¢
Mr. Brecok. I think it has; yes.
Senator JounsoN. Did you have an intermediary theref
Mr. Brecg. I do not know, sir; because we did not head the issue,
hSe;mtor JounsoN. Republic of Cuba, $9,000,000. Do you recall
that
Mr. Bueck. Yes, sir.
Senator JouNson. Give us the date, please.
Mr, Breck. That was offered in July of 1927,
Senator JonnsoN. Were you the original sponsor of that loan?
My, Breck. No; J. P. Morgan & Co. were.
Senator JounsoN. Was there an intermediary there?
Mr, Breck. I do not know.
Senator Jounsox. Cunard Steamship Co., $2,500,000.
Mr. Breck. That is another issue that has since been brought out.
Senator JonnsoN. Was there an intermediary there?
Mr, Breck. I do not know.
Senator Jomxsox. Mortgage Bank of Venetian Provinces,
$5,000,000.
Mr. Breck. Yes; in November of 1927.
Senator JounsoN. Did you have an intermediary theref
Mr, Breck. I do not know. Hollins & Co. headed that issue.
Senator Jounsox, So you have no idea as to whether there was
anybody who received a commission in that as intermediary or not?
Mr. Breck. My impression is that they paid somebody a com-
mission. but I have no knowledge of it.
S%nator JounxsoN. Hellenic Republic, $7,500, and another one of
7,500,
Mr. Breck. $7,500,000: they were 1-year notes offered in May of
1930, and paid off by a similar amount of notes now outstanding.
Sengtor Jounsox. Have you any short-term credits with Ger-
man
M‘X. Brzck. No, sir.
Senator JounsonN. Have you dealt in any?
Mr. Breck. I do not understand that.
Senator Jonnson. Have you dealt in any short-time credits of
Germany? :
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Mr. Breck. Have we participated in any offering in this country
of short-time loans to German municipalities or cities or the Ger-
man Government or States?

Senator JouNsoN. We will put the question in that way first.

Mr. Breck. No; we have not.

Senator JornsoN, Have you participated in any abroad?

hMr. Breck. Yes; to the Repblic of Peru; we made a credit to
them——

Senator JoHNsoN (interposing). No; I ‘am speaking of German
short-time credits.

Mr. Breck. We have not. We have ourselves made deposits in
German banks from time to time,

Senator JounsoN. Oh, yes. But as a banking institution you are
not the owner of short-time German credits?

Mr, Breck. No, sir.

Senator JounsoN, Are you familiar with the Bolivian loan that
is now in default?

Mr. Brece. Only in the most general way., We were not the. ne-
gotiators or principals in it, We were more or less participants.

Senator JorunsoN, Have you made any inquiry in respect of it?

Mr, Breck, Now or at any time?

Senator JouNnsoN. At any time.

Mr. Breck. At the time the issue was originated; yes; we looked
into the statistics, such as were available, before we decided to go in.

Senator Jorznson, Did you investigate any of the difficulties that
subsequently arose in respect to it?

Mr. Breck, We were not the leaders of the business. We had
nothing to do with that,

Senator JouNsoN, Are you an expert on financial affairs of Latin
America? ’

M. Breck. T do not knoy, sir.

Senator JounsoN. How long have you been acquainted or con-
nected with that sort of work?

Mr, Breck. Since 1926,

Senator Jouxson. I presume you have devoted yourself pretty
generally to it since then, have you not?

Mr. Breck. Yes, sir,

Senator JomnsoN. You are familiar with the Latin-American
republics?

Mr. Breck. I think so.

Senator Jonnsox. And vou are particularly familiar with those
with which you have dealt?

Mr. Breck. Yes. siv. .

Senator Jounsox. Is it your opinion that Latin America has been
overborrowed ?

Mr. Breck, In the light of hindsight; ves. But that is only in
the light of the knowledge that commodity prices, particularly the
prices of raw materials, upon which their prosperity primarily de-
pends, have had a catastrophic fall in the last two years. At the
time when the loans were made in most cases I think it fair to say
they were not overborrowed, and my memorandum which I gave
you on Peru will show you that at the time the refunding was under-
taken, at the time the $85,000,000 6 per cent loans were offered, the
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average annual revenues of the republic for the three years preceding
that Joan had been $38,557,000. And the annual service charge on
the total external funded debt was a ﬁmximately 20.78 per cent of
the Government’s annual income. g‘ at figure is generally con-
sidered to be a conservative figure.

Senator JounsoN, Did you consult, at any time, the Department
of Commerce of the United States Government in reference to the
condition of any of these countries?

Mr. BRECK. \{’e subscribed to and took their regular bulletins and
service analyzing all Latin-America countries, and followed them
quite closely.

Senator JoHNsoN. Weren’t you-aware of the fact that so far as
Bolivia, Peru, Uruguay, and Colombia were concerned, that the
Department of Commerce advised against further loans?

Mr. Breck. I never heard of their so advising.

Senator JoHnsoN. Did ?you ever see any of them, any member of
that department, about it

Mr. Breck. No.

Senator Jonuxsox. Did you consult otherwise than writing a
letter to the State Department, any member of the State Depart-
ment at any time?

Mr. Breck. No, sir.

Senator Jounson. So that if you depended at all upon any liter-
ature it was merely the bulletins that were issued?

Mr. Breck. The bulletins issued by the Department of Comimerce
on conditions in various countries, which we follow very closely.

Senator JouxsoN. You follow them closely, do you?

Mr. Breck. Yes, sir.  And in none of those bulletins, according
to my recollection, was there any statement made at the time those
louns were issued that Peru or any other country was overborrowed.

Senator Jounsox. What was 1t that led to -the extraordinarily
}«'en gompetition among international bankers for South American
oans

Mr., Brrek. I think it was an appetite on the part of the Ameri-
can public to buy foreign loans.

.l%e?ator Jonxsox, And you were ministering to that appetite
only?

.\%’r. Breck. Yes: but we did the business for profit.

Senator Jonxsox. They have eaten to repletion at the present
time. However, vou need not answer that.

Mr. Breci. The world has.

Senator Jornsox. And the American public has, on South Amer-
ican loans, has it not? . )

Mr, Breck. And. to a certain extent, the European public. 'There
are large amounts of South American loans in Kurope.

Senator Jonxsox. So that you think they have suffered too?

Mr. Breck. Yes. .

Senator Jouxsox. That may be some consolation, but it is not
to the man who suffered.

Mr. Breck. Not much. I think it should be observed that a
great many American bonds are selling at very low prices.

Senator Jou~son, (Government bonds?

‘o
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Mr. Breck. Not necessarily, although all of the United States
Government bonds——

Senator Jounson. The reason I say that is that I have constantly
heard here a comparison made between bonds that are selling low in
America and Government bonds of Latin America, and I do not
think it is quite an apt comparison.

Mr. Breck. I agree with you, Senator; I do not think it is. But
if one takes such bonds as the German industrial bonds and com-
pares them with the industrial bonds of American companies, the
comparison is a fair one, I think.

Se;mtor JonnsoN. What are your Colombian bonds quoted at
now :

Mr. Bricx., Which ones, sir?

Sel»:mt?or JounsoN. Let us take Cauca Valley. Are they on the
market

Mr, Breck. Yes; I think they sell around 15 or 16.

Senator JonxsoN. You sold them for what¢

Mr. Breck, In the 90’s some place.

Senator JouNson. Take Costa Rica ¢

Mr. Breck. 95%%. They are selling at 40,

Senator Jouxsox. They are doing better?

Mr. Brecex, Yes,

Senator Jouxson. The Mortgage Bank of Botoga bonds. Are
they on the market?

Mr. Brrok, Yes. .

Senator Jonxson, What did you sell them for!?

Mr. Breck. 9214,

Senator Jonnsox. What are they listed at now ?

Mr. Breck. Somewhere in the lower 20°s, I think.

Senator JounsoN. And the department of Cundinamaroa?

Mr. Breck., Offered at 9314,

Senator Jounsox. On the market it is listed at what?

Mr. Breck. 16 or 17,

Senator Jounson, City of Rio was sold at what!¢

Mr, Breck. It has since been redeemed.

Senator Jonnson. Oh. I beg your pardon. That is all T desire
to ask of this gentleman.

The Cuamryan. You inny be excused.

Mr, Stravss. May I just make this observation, Mr, Chairman?
It has perhaps really been brought out in the hearing., In all of
the issues, including Peru. which by implication has been criticized,
we have never brought out a bond issue that we did not believe at
the time was a safe investment; that so far as it was possible we
tried to control expenditures for specific purposes, and to that end
various contracts provided the purpose for which the money should
be spent. But it is almost impossible in dealing with any govern-
ment to follow up the uctual expenditure of the money. It would
be n sort of usurping their powers of government. It may very
well be that unless governments are willing to have this done, no
loans should be made. But we are faced by two choices: Either
attempting to regulate the expenditure, in which case American
bankers far away from the scene charge themselves with the re-
sponsibility of running the internal affairs of the country, or else
we must trust as far as we can the expenditures to the government
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itself, taking care, however, to see that the proceeds of a loan are

laced in certain categories, whether for refunding, whether for
improvements, whether for stabilization of currency, whatever the
purpose may be. So to that extent we have been in all cases, par-
ticularly in Peru, diligent.

The CHamryan. You do not believe that there was any man in
the world 10 years ago who though that there would ever be the
debacle in the world’s finances that there is to-day?

Mr. Stravss, Certainly not. If we had forseen it we would not
have done any business 1n the last five years; and I trust that we
should not have gone short on the market to reap a fortune at the
expensge of less fortunate people. We certainly would not have been
in business during all these years.

In the Nicaraguan case, it I may revert to it for a moment, there
was a case where we undertook at the request of instigation or at
the suggestion of the State Department the running of internal
affairs of that country. We collected the customs, we ran the rail-
roads, we ordered the currency, we undertook the tutelage of that
country of a kind that has never been undertaken before,” We did,
if I may be permitted to say so, a successful job, and then withdrew
from it after many yvears; but there has been constant criticism of
the Nicaragua experiment, and I can see perfectly well why, from a
certain point of view, they are justified in saying that we have no
business, no matter how good the work that was done, to be in busi-
ness there, to undertake to run the country. It only took a moment
to summarize that, and I would like to leave that statement upon
the record.

Senator Jonxson. Let me ask you this, inasmuch as you have
made your statement, now. In the last few years there was not
the transaction of the ordinary business, Mr. Strauss, with which
you had been familiar in years gone by, was there?

Mr. Strauss, I did not quite get that, Senator,

Senator Jouxsox. The last %cw vears of your business are not
comparable with the kind of business or the mode in which you con-
ducted your business in prior years?

Mr, Stravss, That is quite true, Senator.

Senator Jouxson. You found in the last few years a perfect mad-
ness in relation to the acquisition of bonds and the selling of them
to the public, did you not, among all of those engaged in the same
line of business with yourselves?

Mr. Stravss. I might qualify with an adjective, but in the main,
Yes; you are correct.

Senator JouxsoN. And there came a keenness of competition
among international bankers to obtain leans in Latin America in
order to sell them to the American public?

Mr, Strauss, Yes, sir.

Senator Jomxsox. And you participated in that competition. I
am not criticising you in relation to that matter, but you partici-
pated in that competition, did you not?

Mr, Srravss. We did.

Senator Jomuxson, There were many firms—I am not speaking
of yours—in New York City who had their agents and their repre-
sentatives in different places in Latin America seeking to obtain
governmenta) loans privately in the United States: is not that true!?
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Mr. Stravss, Yes; but it is also true that those things existed not
only in Latin America, but the world over, relating to governments,
municipalities, and industrial concerns. In other words, the ac-
cumulation of capital in America was seeking an outlet. The bank-
ers were the instruments of the outlet. They were the purveyors
of capital. The bankers competed to a degree that in retrospect
was wholly wrong. I am not speaking morally. 1 believe, how-
ever—I know I can say it of our firm, and I think I can say it of
almost every banker, that no loans were undertaken, in spite of the
madness that you spenk of, that were not believed to be safe.

Senator JounsoN. I am not speaking of that. You have widened
the field of investigation concerning which I was just interrogating
you. You saf' this keen competition existed not only in Latin
America but all over the world; is that correct?

Mr. Strauss. I think that is correct.

Senator Jounson. Did it exist in relation to German securities?

Mr. Strauss. I think, unquestionably so.

Senator JounsoN. So that international bankers were going into
Germany and soliciting loans, governmental, or political subdi-
visions, of industrial enterprises, of corporations, and the like, in
order to float them in America; is that correct?

Mr. Strauss. Yes. We did solicit; but the borrowers were very
eager to be solicited, of course,

nator JouNsoN. But you reversed the processes of the ordinary
mode of conducting a banking business; you had in these last few
years the lenders going to the borrowers to have the borrowers bor-
row of the lenders, did you not?

Mr. Strauss. Yes, sir, ‘

Senator JouNsoN. And in that fashion they accelerated, stimn-
lated, increased loans of various political subdivisions, Governments,
industrial enterprises, and the like; is not that correct?

Mpr. Strauss. That was the effect of it; yes.

Senator JomnsoN. And that was geculiarly the effect of it in
South America and in Latin America

Mr. Strauss, It may be, but I am not prepared to say that, I
should have to think that over before I could answer that question.

Senator Jonnson. Before 10 years ago you would not have thought
of paying the son of the president of a South American Republic
half a million dollars in order to get a piece of business, would you?

Mr. Strauss. I just want to say this, as you advert to it. You may
think that this is a _quibble, but it is not. We had absolutoely no
knowledge of this. We accepted a fact. We may have made a mis-
take, Senator, in not at that time throwing the thing over, but we
did not solicit the son of the president of that Republic,

Senator JouNsoN, ‘Oh, yes. You say you did not solicit; but im-
mediately upon knowledge of the facts, before you had consummated
your transaction, you accepted-—-—

Mr. Strauss. We accepted the state of facts as we found them.

Senator Jonnson, Is there any difference between that and solicit-

ing?

%Ir. Strauss. I think so.

Senator Jounson. We will not argue that proposition. At any
rate, you had not consummated your loan; you had not put out a
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10-cent piece upon it before you learned of just what was transpiring,
and you went forward after you had learned but before you had pro-
ceeded with your consummation, and agreed to pay the son of the
President of Peru practically half a million dollars.

Mr. Strauss. That is true. On the other hand, it is also true that
that did not atfect the price—an arm’s length transaction. long nego-
tiations. It simply diminished the profit of the bankers.

But the point you are making is about the business methods, the
change that has come about. It would not have been natural 10
or 20 years ago: I quite ngree with vou. I belong to that generation.
I have seen these changes going on. Apparently they are inevitable,

Senator Jounson. All right. There were business methods that
never ought to have obtained. You would agree with me on that,
would you not? ’

Mr. Strauss. There were business methods that ought not to have
obtained. In my opinion, I have always felt. with due regard to
courtesy to the borrower, that the borrower should seek the lender
and not the lender the borrower.

Senator Jouxsox. But I am speaking of additional sums paid,
like the payment of the sum in Peru.

Mr. Strauss. Let me say as to that that for the last century and
a quarter, at least long before America ever became a lender mn the
money markets of the world, the custom in Londou, Paris, Amster-
dam, wherever it was abroad, was that such business was initiated
by promoters to whom commissions were pnid. What happened
was that there were extended to America, when she became a lender,
the same customs that have obtained in earlier years in the lending
nations of Europe.

Senator JouxsoN. 1 do not want you to be on the record in a
fashion that you ought not to be. Do you mean to say, sir, or do
you wish this record to go to the Senate with the statement on your
part that methods such as were pursued with the son of the President
of Peru have been methods that have always been” pursued with
loans ?

Mr. Srrauvss, I was not saying that.

Senator Jouxsox. Oh. I thought you were,

Mr. Strauss, I was speaking of commissions paid.

Senator Jounson. There may be commissions and commissions.
But we will not argue as to one kind or the other. I am certain
that you did not intend to say that always the sort of thing that
was done in Peru had been done by those who loaned money to
borrowers.

Mr. Strauss. I have no idea as to what those methods were or
how it was done. All I was saying was that from time immemorial
commissions have been paid to intermediaries for that kind of
business,

Senator JonnsoNn. That is a different proposition.

Mr. Strauss. On the other matter I think I have tried to make
my position clear, and we differ.

Senator Jouxson. That is all right. The methods that have
been pursued in the past ten years are methods that do not com-
mend themselves to you?

Mr. Strauss, Not now, in restrospect,
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Senator JouxsoN. They do not commend themselves to you in
retrospect; and the whole object of this investigation is to devise
some way, if we can, to put & stop to that sort of thing, and thus
protect the American investor. That is the whole object that we
are endeavoring to attain by this investigation. You agree that
that ought to be done if we can?

Mr. Strauss. If you can. I have my doubts as to whether it can
be: but if it could be attained, why, certainly.

Senator JounsoN. I have my doubts, too, but that does not make
any difference about the desirability of it ¢

Mr. Strauss, Absolutely not.

The Cizarmax. There is no question about it at the present time.
It may come at some future time, but under the conditions in the
world to-day there would be no necessity for it.

Senator Jonxsox, You are quite right ; and after this investigation
I think there will be some difticulty in selling Latin American loans
in this country.

Do not forget that you are to send us certain things, Mr. Breck.

Mr., Breck, Very well, sir. As I understand it, you want the
list of payments to various intermediaries?

Senator Jouxsox, Yes: and I want your original agreement with
regard to the Peru loans. Do not forget that.

Mr. Breck. The Peru loan contracts?

Senator Jouxson, Yes. And if you have any secondary contracts
in reference to the loans——

Mvr. Brrok, There are none.

Senator Jounson, I want all the contracts that you have in ref-
erence to Peru,  Then I asked you repeatedly, you know, concerning
the deposits of this young muan Leguia, his bank statement and the
like.

Mr. Breck. Yes, sir.

Senator JorxsoN, You have notes of all those?

Mr, Breck. Yes, sir.

Senator Jouxsox, Send your contracts so that they may go into
the record; and send some of yvour prospectuses, too.

Mr. Breck. We can leave those here now.

Senator JounsoN, Will vou leave them?

Mr. Breck. Yes, sir,

Senator Jouxsox. If you want to leave them, the reporter will
copy them and send them back to vou.

: Mr. Sranr. I would like to take this back. It is the only copy we
ave,

The Cuamyan, Whatever reports vou send down here, I would
like to have a co 2y of them, please. '

Mr. STRATSS, {,ery well, Mr. Chairman.

The Cuamyax, Please send two copies of each document,

Senator Jouxsox. I will hand these to the reporter, and he will
return them to you if you wish them returned. Do you?

Mr. Breck, No, sir: I do not,

Mr, Stanr. If they want them at the office, I will write back.

(The prospectuses referrved to and submitted by the witness are
here printed in full, as follows:)
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ISSUES HEADED BY OTHERS IN WHICH J. AND W, SELIGMAN & CO,,
PARTICIPATED IN ORIGINAL GROUP

$15.000,000 City oF COPENHAGEN MUNICIPAL EXTERNAL LoAN or 1919 25.YEag
5% Per CENt REDEEMABLE SINKING I'UNp Gorp Bozps

Dated July 1, 1919, Due July 1, 1944,

Interest payable Junuary 1 and July 1.

toupon bonds in denominations of $1,000 and $300, registrable us to principal
only. Principal and interest payable at the ofice of Brown Bros. & Co., New
York, the fiscal agents of the loam, in gold coln of the United States of
Americn of or equal to the standard of weight and tineness existing on July
1, 1919,

Payable without deduction for any Danish Governmental or municipal taxes
or other Danish taxes present or future.

The loan is to be repayable, by means of yearly payments of $750,000 in
United States gold coin, to be made in the yenr 1925, and in each yeur there-
after during the life of the loan. Such payments will constitute the sinking
fund of the Joan, and are to be applied on July 1, 1925, und each July 1
thereafter to the redemption at par of honds whose numbers are to be deter-
mined by lot,

The city may at its option increase the amount of any sinking fund puyment,

Copenthagen, the capital of Denmark, Is the chief seaport and leading com-
mercial city of the Kingdom. Situated on one of the largest harbors of Knrope
at the entrance to the Baltic Sea, it holds a strategie position for world trade,
The city has by far the most important free port in Scandinavin an wdvan-
tage of much consequence in the commerce of northern Kurope, IFrom 1893,
when the free port was estublished, to 1913, the lust full yeur hefore the war,
the annual tonnage entering Copenhagen increased from 260,008 tons to
1,501,20v tons. The population of the city is 550,000, This is nearly one-tifth
the pupulation of the entire Kingdom, -._

Loans of Copenhagen have always been held in high fuvor among Kuropean
fnvestors. In normal times these louns were Issued at rates of interest of
316 per cent and 4 per cent. ‘I'he totul debt of Copenhagen including the
present issue is approximately $89,870,200, The debt of the «ity has in-
creased relutively little during the entire war period, We are advised that
no other foreign loan will be issued by the city within one year.

We offer these bonds when, as, and if Issued, at 3% and acerued Interest
vlelding, according to the redemption dates for which they may be drawn by
lot for payment at par ($759,000 bonds to be drawn cach year) as follows:

I'er cent Per cent
080 e e e 6,12

Pending the preparation of definitive honds, temporary bonds of the city of
Copenhagen will be delivered against confirmed sales. It is expected that the
temporary honds will be ready for delivery at the office of Brown Bros, & Co.,
59 Wall Street, New York, about August 18, 1910.

All legal matters pertaining to this issue are subject to the approval of our
counsel, Messrs. Cravath & Henderson. of New York, and former minister of
Justice, supreme coutt counsellor, Fritz Buelow. of Copenhagen,

BrowN Broruers & Co.
Lep, HrcoingsoN & Co.
J. & W, SeriaManN & Co.
WM. A. REep & Co.

02028-—32-~p1 3+
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$13,000,000 C1TYy oF Rio b JANEIRO (FEDERATL, DISTRICT OF THE UNITED STATRS
OF BraziL) 25-YEAR 8 PER CENT EXTERNAL SECURED SINKING FUND GoLp Boxps,
GUARANTEED FRINCIPAL, INTEREST, AND SINKING FUND nY THE [FEDERAL
GOVERNMENT OF THE UNITED STATES OF BRAZIL

Dated April 1, 1022, Due April 1, 1047,

Interest payable April 1 and October 1 in New York ut the office of Blair &
Cu,, fixcal agents of the loan. :

Principal and interest payable in United States gold, free of all Brazilian
taxes, Coupon bonds in the denominations of $1,000 and $500.

Not redeemable except as & whole on any intevest dute from April 1, 1924,
to April 1, 1931, inclusive, at 110 and interest; redeemuble thereafter in wlole
or In part on any interest date at 105 and interest,

Purposc.~These new bLonds are to be issued to refund the external serial
dollar loan of 1919, the balunce of the proceeds of this issue to be available
for the purchase and cancellation of internal loans,

Security.—These bonds are to be the direct obligation of the city of Rio de
Janelro (Federul district of United States of Brazil),

They are to be specifically secured (upon redemption of the above-mentioned
external serinl dollar lran of 1919) by deposit of £7,500,000 principal amount of
4146 per cent honds of 1012 which, together with £2.500000 of the same issue,
coustitute a charge on the imposto predial (house property tux), the Inrgest
and moest importunt source of revenue of the city. The receipts from this tux

for the last three years are officiully reporied as follows: Milrels

O e e e e 18, 613, 660
OO e i 19, 620, 202
L SO 22, 68K, 000

The above amounts converted at the average rates of exchange for the re-
spective years, nfter deducting prior charges, siinilarly computed at the average
rates of exchunge, avernge upproximately $2,100,000 per annum available for
the security of the new loan. 'The veceipts from the imposto predial for 1922
melé)zﬂ,ibclally estimated at 20,000,000 milrels, or about 15 per cent more than

Guaranty.-—These bonds will have us further security the unconditional guar-
anty as to prineipal, intevest and sinking fund by the Federal Government of
the United States of Brazil,

Sinking fund.—The loan contract is to provide for the payment to the fiscal
agents of a sinking fund semiannually, commencing October 1, 1031, each
semiannual puyment to be suflicient to pnvchase or redecn one thirty-seeond
of the total issue at not exceeding 105 and interest, A moneys thus pald to
the fiscal ngents are to be appiied to the purchase of the bonds at not exceed-
ing 105 and interest, and If not so obtainable within the perlod set by the
loan contraet are to he used to vedeem honds at 105 and interest on the next
intcrest date.

Dcebt—~'The total funded debt of the city (including that to he retired by the
proceeds of this issue), reported as of January 2, 1922, amounted to approsi
mately $68,525,000, figured at the current rates of exchange. This is divided
as to curreneies into $22,000,000; £7.273.180 and 107.585,000 milrels,

General.—The city of Rio de Janeiro is the federal capital of the United
States of Brazil. With a population estimated at ahout 1.200,000, it ranks
as the largest city of Brazil and the second largest eity in South America.
The estimated value of the property which serves as the basis tor collection of
the imposto predial, figured at the par of exchiange, amounts to approximately
$805,000,000,

PRICE 103 AND INTEREST

All offerings are made “when, as. and if" issued and rveceived by us and
subject to the approval of our counsel. Interim receipts or temporary honds
will be deliverable in the first instance.

City of Rio de Janeiro 6 per cent external serial gold bonds of 1919
($10,000.000 now outstanding) with all unmatured coupons attached, will he
aceepted at par and acerued intervest, in payment or in exchange for honds
of this issue deliverable on confiriied allotments, ‘This privilege is subject to
withdrawul at any time without notice,

For purposes of culculation the current vate of the milreis is taken at 134
cents; the current rate of the pound sterling at SEL40; the par of the milrels
ot 32,44 cents, and the average of the mibrels for the three years 1910-1921
at approximately 20 cents,




SALE OF FOREIGN BONDS OR SEOURITIES 1329

The statements contained in this circular ure based on information from
oftieial or other sovurces whbich we believe to bhe reliable, but they are not
guarantecd by us. ‘The foregoing is based lurgely on cabled advices and is
necessarily subject to correction upon receipt of final documents from Brazil,

$10.000,000 Friep, Kreee (Iien.), 7 PER CENT FIVE-YEAR MERCIIANDISE SECUBED
. Gornd DoLLAR NoTES

To be dated December 15,1924, Interest payable June 13 and December 15,
To mature December 15, 1929,

These notes will be issued under an indenture which will provide for the
transier to a trastee, as security for the notes, of merchandise and raw mate-
rial in salable form having at ail times a value at cost or market, whichever
is lower, equul to at least 150 per cent of the amount of the outstanding notes.

We are advised by onr counsel that the treaty of Versailles and the Fondon
agreement of August 9, 1924, between the Gern:an Government and the Repa-
ration Commission providing for carrying into effect the experts’ plan (Dawes
plan) do not impose any charge or lien for reparation upon property of the
chiracter agreed to e provided as security for these notes, and do not restrict
the right of the company directly to acquire the foreign exchange necessiary
to meet its external obligations evidenced by these notes. Goldman, Sachs &
(0., fiseal agents for the loan,

Information in regarvd to the company and to this jssue of notes is given
in the accompanying letter signed by Dr. Gustav Krupp von Bohlen und Hal-
bach, chairman of the executive committee of Fried. Krupp Aktiengesellschaft,
which letter has been summarized in part as follows:

DESORIPTION OF ‘N(YI'ES

These notes will be in bearer-coupon form in denominations of $1,000 and
$500. Principal and interest will be payable nt the New York office of the
fiscal agents for the loan in United States gold coin of the present standard
of welght and fineness. ‘I'he company covenants that net interest recelvable
from it by the holders of the notes shull not fall below 7 per cent per annum,
and that net payments by way of principal and sinking tund shall not fall
below the specified amounts, by reason of any German taxes, present or future,
which the company may be required or permitted to deduct or withhold. The
notes moy be redecued only a8 a whole, except for sinking fund as below
stated, on any interest date at 102 and accrued interest on three months’ prior
uotlce,

The notes will be issued pursuunt to the terms of an agreement with the
National Bank of Commerce in New York, defining the obligations of the com-
pany, and an agrveement with the Dresdner Bank, Germany, as trustee of
pledged assets,

The company will covenant to retire $750,000 principal amount of notes on
or betore Dacember 15 in each of the years 1925 to 1928, incluxive, notes to be
purchased at not to exceed 102 and accrued interest or ealled-for redemption
at 102 and acerued fnterest,

HISTORY AND BUSINENS

Fried, Krupp Aktiengesellschaft (Fried. Krupp (Ltd.)), organized in 1903
to continue the industrial enterprises theretofore conducted for nearly 100
yYears under the firm name of Fried, Krupp, operates one of the best-known
and most important steel works in the world. The activities of the company
cover virtually every imporvtant steel and iron product in its various phuases
of manufacture.

The enterprise is entively seltf-contained and throroughly integrated, running
fram the production of iron ore and fuel, through pig fron and steel, up to the
manufacture and sale of semifinished and speclulized goods, Under the allot-
nment of the * Rubrkohle” (Federation of Ruhr Coal Mine Owners), the com-
pany's conl production ix placed at 3500000 tons u year, ranking it among
the Inrgest conl producers in Germuny,  The steel plants of the company have
anentput capacity of 2200,000 tons per annam.  The company owns faellities
for transport as well by river and canal as by vail, At Exsen alone it owns
Ho mitles of endlvoad, The sales organization of the company is highly devel-
oped throngh sules compantes and ageneles throughout the world, In the
hif vear ending September, 1024, the value of the company’s total sales In
foreign countrles amounted 1o $7.800,000: thus, a constant supply of forelgn
exchange may be relled upon.
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Although the name of Krupp had been widely associated with the production
of war material, yet such production before the year 1914 did not represent
more than 5 per cent in weight of the entire fron and steel output of the con.
cern. Since 1919, the company lhas been exclusively engaged in the produc.
tion of industrial articles such as, among many other things, rails, locomo-
tives and rolling stock, forging and steel castings, motors and motor trucks,
structural steel, agricultural machinery and implements, Diesel engines and
cash registers,

The company's business has heen thoroughly adjusted to a peace-time basis.
With the return of stable conditions in Germuny and improving business con.
ditions throughout the world, the company looks forward to a renewed period
of prosperity.

RELATION TO DAWES PLAN

The obligations of the company with respect to the payment of reparation
(Dawes Plun) will take the form of a requircment that the company pay
annually an amount not exceeding 6 per cent upon a capital sum which has
not yet been definitely determined but which, in all probability, will not exceed
30,000.000 gold marks, or about $7.200,000. No payment whatever is required
for the first year ending August 31, 1925. For the second year the rate is
214 per cent; for the third year, 5 per cent, For the fourth year, it attains
6 per cent, whereof 1 per cent is as amortization of principal. As there is no
provision for accelerating the maturity of the capital sum, the average nnnual
payment required of the company for uccount of reparation during the life of
these notes would thus not exceed $3006,000. The liability of the company for
reparation will be secured by a charge in the nuture of a first mortgage upon
the fixed assets of the company, but such charge does not extend to assets of
the character to be pledged as security for these notes,

Neither German law nor any international engagements assumed by the
German Government Involve any restrictions upon the acquisition by the com.
pany of the foreign exchange requisite to permit the company to meet the
external obligations evidenced by these notes,

PURPOSE OF ISSUE

The purpose of this issue 1s to reduce the company’s current indebtedness
and to assure udequate working capital for the future,

ASSETS AND LIABILITIES

Working assets of the company. before giving effect to this financing, on
October 1, 1924, amounted to in excess of $33,000,000, after eliminating inter-
company items. Such assets In themselves substantially exceed the entlre
indebtedness and linbilities of the company, including its liability for repara-
tion at the capital sum of $7,200,000 but excluding itemns of intercompany
indebtedness, transitory items, and reserves. The plant and fixed assets were
conservatively valued pt approximately $45,000,000. Liberal depreciation and
reserves have been taken. The net worth of the company, exclusive of sub-
sidiaries, is in excess of $40,000,000 after including in liabilitles items of inter-
company indebtedness, transitory items and reserves aggregating approximately
$12,000,000 and reparation at the capital sum of $7,200,000. Price, 9914 and
accrued interest, to yield about 7.18 per cent.

This offering is made in all respects when, a8, and if issucd and acceptel
by us and subject to the approval of Messrs, Sullivan & Cromwell, of New York.
We reserve the right to reject any and all subscriptions in whole or in part,
to allot less than the amount applied for, and to close the subscription books
at any time without notice,

It is expected that delivery of temporary notes or interim receipts will he
made on or ahout February 5, 1025, at the office of Goldman, Sachs & Co,, New
York, N. Y., against payment therefor in New York funds.

GorpMaN, SacHs & (o,

WHite, WerLp & Co,

KLEINWORT Sons & Co. (LONDON).
HALIGARTEN & Co,

J. & W, Seniayan & Co.

LEHMAN Bros,

HarsEy, STUaRT & Co. (INC.).
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FRiED. KRUPP ARKTIENGESELLSOHAFT,
Essen, Germany, December 19, 1924,

Goldman, Sachs & Co.,, New York; Kleinwort Sons & Co., London; Lehman

Bros,, New York; White, Weld & Co, New York; Hallgarten & Co., New

Yori; Halsey, Stuart & Co. (Inc.), New York; J. & W, Seligman & Co,, New

York.

GENTLEMEN : Referring to the fssue of $10,000,000 principal amount of 7 per
cent J-year merchandise secured gold dollar notes of this company, we give
you the following information:

HISTORY AND BUISNESS

Fried. Krupp Aktiengesellschaft (Fried. Krupp (Ltd.)) was organized in
1903 to continue the industrial enterprises theretofore conducted for nearly
100 years under the firm name of Kried. Krupp. The Krupp establishment is
one of the oldest, best known, and most important steel works in the world,
The enterprise is entirely self-contained, the company’s business being thor-
oughly integrated and balanced and running from the production of iron ore
and fuel, through pig and steel, up to the manufacture and sale of seml.
finished und specialized goods, The company is one of the largest coal pro-
ducers in Germany and its production of coal is more than sufficient for its
own requirements, The mines controlled and worked are equipped with coking
plants for the recuperation of by-products, Under the allotment of the “ Ruhr-
kohle” (Federatioh of Ruhr Coal Mine Owners) the company’s coal produc-
tlon is placed at 9,500,000 tons & year., In addition to its control of fuel, the
company also controls and works important deposits of high-grade iron ore,
thus insuring a most valuable supply of iron ore for a long period of time.

The plunts of the company are modern and ure advantageously located for
an economic production and distribution of their products by water and rail.
The blast furnace plants, comprising 10 furnaces at Rheinhausen on the lower
Rhine and 7 on the middle Rhine, have a total daily output eapacity of between
five and six thousand tons. The company is a leader among the large steel
nakers in Europe and is especially known for its high-grade steel specialties,
The steel plants arve equipped mainly with open-hearth furnaces with capacitles
of up to 80 tons, in addition to converters and electric and crucible shops.
Their total yearly steel output capatelty is 2,200,000 tons,

Although the name of Krupp had been widely assoclated with the production
of war nmterial, yet such production before the year 1914 did not represent
more than & per cent in weight of the entire iron and steel output of the con-
cern.  Since 1919 the compaany has exclusively been engaged in the production
of articles of the industrial character described hereafter.

The main plants for casting, forging, rolling, and finishing are locuted at
Essen and Rheinhausen. A considerable part of the steel is sold as raw or
semifinished products. ‘The finishing shops of the company are equipped to
handle the biggest pleces coccurring in industry, The engincering depurtments,
most modern in their equipment, turn out products of wide diversity.,

The company’s activities cover virtually every important steel und iron prod-
uet in its various phases of manufacture. Among the products the following
may be specifled: Structural steel (construction of bridges and steel structures
of any dimensions), rails, locomotives of all sizes and kinds. rolling stock, ship-
building material, forging and steel castings of largest sizes, Diesel engines,
motors, amd motor trucks, excuvators, nuehinery for the textile and paper In-
dustries. agricultural machinery and implements, cash registers, and many
other kinds of machinery and apparatus. The works own facilities for trang-
port as well by river and eanal as by rail, there being besides for the circulation
within the works a well-developed network of lines with corresponding rolling
stock. At Kssen alone the company owns about 140 miles of railroad, 81 loco-
motives, and 38,780 cars, For inland water and oversea transport the company
hus its own shipping department.

The sales organization of the company is highly developed through sales
companies and agencies throughout the world, In the half year ending Sep-
temhor, 1924, the value of the compuny's total sales In foreign countries
amounted to $7.800,000; thus a constant supply of forelgn exchange may be
relted upon, :

ASSETS AND LIABILITIES

The policy of the management has ut all times been conservative with regurd
to the utllization of earnings, and large sums have regularly been put back
into the business,
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Working assets of the company, as of October 1, 1924, before giving effect to
this issue of notes, amounted to in excess of $33,000,000 after eliminating inter
compuny fitems. Such working ussets were not less than the following:

Merchandise. . e $16, 320, 000
Investments—principally in stock of coal-mine companies_.. 6, 360, 000
Cash, bills of exchunge, ete. . .. . 2, 640, 000
Bills and accounts receivable und moneys dWe- oo oo _ 8, 400, 000

Total Working assets_ .. e —————— 33, 720, 000

In addition are mined ores belonging to subsidinry companies to the value
of $2,400,000. The plant and tixed assets of the company are comservatively
valued at approximately $45,000,000, not Including plants and fixed assets of
subsidiary and aoffiliated companies. The company has at all times main.
tained its fixed properties in a high state of repair and with modern improve-
ments, Properties have heen comservatively valued and liberal depreciation
and reserves have heen tuken.

The labilities of the compuny ns of October 1, 1924, without giving effect
to this issue and exclusive of Hability ns hereufter described in connection with
reparation, were not more than the following:

Funded debts.o . e $3, 000, 000
Prepayments on account of goods ordered but not delivered..--.e-- 2, 280, 000
Bank indebtedness . ie—— 1, 620, 000
Accounts payable and other current indebtedness ... ceeeeeeeo. 16, 500, 000

PO e e e e 18, 400, 000

In addition to the foregoing Nabilitics uve items of iatercompany indebted-
ness, transitory items. and reserves totnling about $12,320,000.

The net worth of the company, excluxive of subsidiaries and exclusive of
mined ores as mentioned ubove, after taking its liubilities in connection with
reparation as described helow at the capltal sum of $7.200.000, is thus approxi-
mately $40,800,000. Working asscts, as above enumerated, in themselves sub-
stantiully exceed the entire indebtedness and linbllities of the company. in-
cluding its lability for reparation at the cupitulized figure of $7.200.000 but
excluding the items of lntercompnny indebtedness, transitory items and re
serves. C'onversion hetween dollars and marks, for the purpose of this letter,
has been made on the basls of 1 gold mark equals 24 cents,

MANAGEMENT AND EMPLOYEES

The nmnagement of the company is composed of persons who have for many
years bheen assoclated with the business nnd who have uchieved notable sue
cess in the metallurgieal and engineering fleld,

The employees of the company numbered on December 1, 1924, over 55,000,
The relations of the company with its employees have at all times heen nost
satisfactory and the company’s welfare work and housing arrangem.nt~ for
its employees have attracted attention throughout the world.

DESCRIPTION €1 NOTES

This issue of 7 per cent H-yenr merchandise seenved gold dollur notex is
limited to the principal amount of $10,000460, dated Decembeyr 135, 1924, and
due December 15, 1020, These notes will be the direet obligations of Fried,
Krupp (Ltd.). The notes will be in hearer form in denomination: of $1,000
and $600 and will bear interest ‘puyalle Jiune 15 wnd Decenther 15 al the rate
of 7 per cent per unnuin, such interest to be represented by coupons,  Prineipal
and fnterest, and premfum if any, will he payable at the New York oftice of
Goldman, Sachs & Co,, flseal agents for the loan. in United States gold coln of
the present stundard of welght and tinenesz,  "Fhe comuany covenants that net
interest recelvable from it by the holders of thexe notes ~hall not fall below
7 per cent per annum, and that net payments by way of princlpal and sinking
fund shall not fall below the nmonnts specified, by reason of any German taxes.
present or future, which the company may he requived or permitted to deduct
or withholl. ‘The notes will be issued pursuant to the toems of an agreement
with the National Bank of Commerce in New York, defining the obligntions of
the compuny, nnd an agreement with the Dresdner Dank, Geomany, s trustee
of pledged esxvtv,

1'0he proceeds of this fssue will be applied to the reduetion of these items,




SALE OF FOREIGN BONDS OR SECURITIES 1333

The company will covenunt to retive $750,000 principal amount of notes on
or before December 15 in cach of the years 1925 to 1928, inclusive. To the
extent that the compuny shall not purchase such notes at not to exceed 102 and
uecrued interest, notes will be called for redemption at 102 and acerued interest,
all as provided in the trust agreements, Except as redeemed for this purpose,
the notes may he redeemend only as o whole on any interest date at 102 and
acertied interest and on three months’ prior notice. Notes not retired nor re
deemed ns nbove are payable at par on December 15, 1020,

SECURITY

These 7 per cent S-year merchandise seceured gold dollar notes will he secured
by a direct aml exclusive first churge upon merchandise and raw material in
salable form of a value at cost or market, whichever is lower, of at least 150
per cent of the amount of the outstanding notes, all as detined in the trust
agreements pursuant to which the notes ure issued, The compuny will cove-
nant to maintain at all times this ratio between the pledged security and the
amount of outstanding notes. The pledge of nssets to secure the notes will he
made in favor of the Dresdner Bank, as trustee of pledged assets,

RELATION TO DAWES PLAN

‘The obligations of the company with respect to the payment of reputration
(Dawesx plam) will take the form of a requirement that the company pay an-
nually an amount not exceeding 6 per cent upon i capital sum which has not
yet heen definitely deterimined bt which in all probability will not execed
30,600,00°) gold marks, or nbout 87,200,060, No payment whatever fs rogquired
for the first year ending Aungust 31, 1025, For the seeond year the vade s 214
per cent: for the thivd year, 5 per cont. For the fourth year, i att:uins 6 per
cent whereof 1 per cent Is as amortizution of prineipal.  As there is no provi-
ston for aceelevating the maturity of the cuplital sum, the averaze annual pay-
ment requirved of the company for account of reparation during the iife of these
notes would thus not excerd 306000, The burden of the company's Hability
for reparation will, furthermore, he considerably reduced ax, under n special
Gerimimn law, purt of the annual payments in vespect of industrinl reparation
honds will he vetunded to the abligors of sueh homds by hranehes of German
industry. banking, and commoerce which under the Dawes plan do not them.
selves assume n divect vesponsibility for vepitration pnyments,  The liabllity of
the company for reparation will be secure:d by o chuarge in the nature of a
first mortgage upon the fixed assets of the company, but sueh charge does not
extennl to assets of the character to be pledged as security tor these notes.

Neither Germnmn law nor any internntional engagements assumed by the
Gernumn Government involve any vestrietions upon the aequisition by the com-
pany of the foreign exchange requisite to permit the company to meet the ex-
ternul obligations evidenced by these notes,

PURPOSE OF ISSUE

The purpose of this issne iz to veduce the company's cnvrent indehtednoss
and to ussure adequate working capital for the future.

In coneluston we may xay thut the eompany’s business has heen thoroughly
adjusted to a peace-time basis, and with the return of stable conditions In (er-
many and improving business prospeets throughout the world, the company
lonkx forward to o renewed period of progperity.

You ave at Hherty to use this letter in your prospectus,

Very truly yours,
I'riep. KRUPP ARTIENGESELLSCHAYT,
Kri'ee Botoky Hateacts,
Clhairman of the Leecutire Committee,
VIELHARER,
G, Bavk,
Faor the Managing Divectors,

NTA00.0U0 Qrotal fxsue) the Cunard Steamship Co, (Ltd,), 2-year 5 per cent
external gohl notes,

o he dated December 1, 1025, o mature December 1, 1927,

Interest payable June 1 and December 1. Coupon notes $10,000 and 1,010
each, interchangeable  Principal on interest payable at the oftice of Brown
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Brothers & Co.,, New York, fiscal agents for the loan, in United States gold
coin, without deduction for any British taxes, Redeemuble at the option of
the company as a whole or in part at 100 and acerued interest on any interest
date on 60 days’ notice. Notes will be authenticated by the Hanover Nutional
bank of New York. The Hanover Nutional Bunk of New York, registrar,

The following information has been furnished us by Sir Thomas Royden,
Bart.,, C. H,, chairman of the Cunard Steamship Co. (Ltd.) :

Business.—The Cunurd Line, established in 1840, i{s not only the ploneer
trans-Atiantic steamship line hut, through its subsidiaries, the Brocklebank, the
Commonwealth-Dominion, and the Anchor Lines, has an important interest
in the valuable trades hetween Indinn and Australin and Europe and the
Unlted States. The total fleet of the Cunard Steamship Co. and its controlled
companies aggregate more than 1UHKK tons (including ships under con.
struction),

Relations with British Gorernment.—The relations between the British Gov.
ernment and the Cunard Steamship Co. have ulways heen close as evidenced
by the advance in 1905-1007 by the British Government at 2% per cent of
2,600,000 for the construction of the Maurctania and Lusttania. The British
Government has a nominal interest in the stock of the company.

Sceurity—The company will covenant not to increase Itz mortgage debt
unless all notes of this issue then outstanding are secured equally and ratably
with such additional mortgage debt,

Farnings.—During the past 10 yeurs earnings have heen as mllmw-

f 1
| l!onrl inter-
Year ' Net income! DePreclas {5, omotax’ ! Balance for estand | Surplus

| tion : interest ; dlscount
b 113 1. RN $5,672,000 | $2,723,000 $190.000 I $2, 754 000' $477,000 | $2, 277,000
1016.. ..y 11,305,000 | 7, 160,000 ! 675, 000 3, 124,000
1017 v 5,400,000 , 1,849,000 082,“!) 2,510 000 582, 000 1, 988,000
1018 © 5,870,000 | 1,720,000 { 1,020,000 | 3,1} 512 000 , 591, 000
1919, 8,400,000 | 1,804,000 | 1,404,000 | .'), 192. (XX) 522, 000 4, 630,000
1020. 3,576,000 { 1,920,000 844, 000 712,000 | 484 000 228,000
1921.. 6. 2,357,000 ), 000 ; 3,786,000 ' ! 1,351.0‘” 2,435,000
1922.. 17,044,000 | 3,023, 311, 000 ! 3,680,000 ; 1,758,000 1,922,000
1023.. ! 6,994,000 | 3,812, 000 1464,000 | 3,646,000 © 1,741,000 1, 805, 000
1 X 7,895,000 | 4,671,000 1419, 000 i 3,642,000 - 1,723,000 1,919,000

1 (‘tedlt

For the 10-year period ended December 81, 1924, surplus after all charges
including bond interest was cquivalent on an average to 6,15 times the annual
interest vequirenient of these notes, and for the year ended Decembier 31, 1924,
was equivalent to 86,11 times such interest vequirement. The depreciution
poliey of the company has been conservative. In addition to the depreciation
figures shown by the accounts, the cost of the new steamers delivered during
the above period has heen written down by 40 per cent out of reserves,

Finances.-—Analysis of the accompanying audited balance sheet ns of Decem-
ber 31, 1924, shows net tangible assets of nearly $80,000,000 after deducting all
liabilities except funded debt, This is equivalent to about two and three-fourths
times the total present funded dubt, including this issue. Valuation of assets
are conservative, The company owns dirvectly a fleet of nearly 500,000 tons, the
average age per ton being about 8 years. This fleet is carried at $64.000.504, ot
only 52 per cent of its cost, The Aquitenia is carvied at 47 per cent of her cost
and the Maurctania at only 22% per cent of her cost.  The NSuxonia, which was
recently sold for breaking up for $221.585, was carried on the company's books
at $70,890. The Cunard Co.s investment in afiiliated shipping concerns Is
believed to ba fully worth the value of $23,687.168, at which it is carried on the
balance sheet,

Purpose of issuc—The procecds to be applled to the general purposes of the
company, chiefly the purchase of new assets or the reduction of amounts due in
respect of ships delivered to the company,

Equity~—These notes ure followed by the preferred amd orvdinary shares
which, at current market quotations, indicate an cquity of about $28,000,000.

In the foregoing sterling amounts have been converted into dollars at the

rate of $4.87 to the pound.

The information contained in this prospectus, having heen received by cable,
is subject to transmission errors,




SALE OF FOREIGN BONDS OR SECURITIES 1335

We offer the above notes when, ax, and if issued and received by us, and
subject to the approval of our counsel, Messrs, Sullivan & Cromwell, of New
York., It {s expected that delivery of the notes or of interim receipts will be
made about December 1, 1925. Price 100 and interest to yield 5 per cent,
BrowN' BROTHERS & ("o. -
J. & W. Sewuastan & Co. i
Wurte, WeL & Co.

et —

Balance shect of The Cunard Steamship Co. (Ltd.), December 81, 1924

DEBLTS
To share capital:
Authorized— £ s, d,
£1,500,000, 5 per cent cumulative pref-
erence stock or shaves. ... ... 1,800,000 0 0
£1,000,000, 8 per cent second cumula-
tive preference stock or shares....... 1,000,000 0 0
£4,500,000 ordinary shares of £1 ench... 4,500,000 0 0
The government shure.... . .__..___. 20 0 0

7,000,020 0 0 *§34, 000, 097

Issued—
3 per cent cumulative preference stock. 1,500,000 ¢ 0
6 per cent second cumulative preference

StOCK e e e e 1,000,000 0 O
4,156,189 ordinary shares of £1 each.. 4,458,180 0 ¢
‘The government share .. ooccemeoo 20 0 0
6,056,200 0 0 *33.876,737
To reserve fundo.. . . ..o 1,250,000 0 0 '6, 087, 500
To 285 per cent mortgage debentwre stock held
by government. . oo et 300,000 0 9
To inteerst acerued (since padd) o __. 5,362 10 0
405,362 10 0 1,025,415
To 7 per cent mortgage debenture stock_..._ . 4,000, 00 0 0
To interest acerued (sinee padd) ..o ___ 1164, 666 13 4

4,116,000 13 4 *20, 048, 167
To loan secured by mortgage on freehold

property, pier heud, Liverpool .. ... ... 232,725 15 11 1,138,875
To employees’ savings fund.._ ... _ ... 100,276 11 8 532,177
To creditors and credit hialances. ... _____ 11, 568,320 17 7 '? 56, 337, 767
To profit and loss account:

Balance from Inst aceount.._ . .. .______ 158,618 19 0
Add profit for the year 1924 . ____. 303,968 8 7T
SALIO8ST S 4
Deduct dividends to June 30,
1924, on the prefevence
stock—— £ g, a.
£1,600,000 at 5 per cent- 37,500 0 0
£1,000,000 ut 6 per cent. 30,000 0 0
~~~~~~~~~ BT,500 0 U

485,087 8 4 2,362,376

20, 113, 657 16 10 122, 303, 514
Notk~~There nre Habilities on- contracts for new steamships,

1'The converslon of sterling into dollary on this Lalunee sheet has been made by the
lssulneg bankers nt_exchiaunge $4.87 to the pound,

30f this item, $28482,422 are in reapect of the following and thevefore not in the
nature of current Habilities: (1) Reserve for continuencles, fusurance, and other com.
pany funds: (2) reserves against war clalms by Britlsh Government, ailnce settled;
(3) amounts due to the Cunard Steamship Company subsidiarles; (4) installments not
yet due on ships acquired.
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CREDIT

£ s, d,

By steamers and shipnt « investments__._.__ 18,434,919 15 O *$89Y, 778, 660
By freehold and leas properties_ .. TIT,092 0 0 13,494,478
By plant, muchiner sAre geav, furniture,

€0 e am i tme e 104,443 0 © 1508, 637
By ships’ stores, coal, fuel oil, provisions

wines, linen, ete.. . ____________. 388,057 1 11 1,889,838
By debtors and debit balances (including

agents’ and branch balunces) . _._ 1,603.061 5 6 7,806 908
By general investments__.__.___.____.__.. . 2,502,866 13 0 *12 188,061
By discount on 7 per cent mortguge debenture

stock (less proportion written o). ... 340,710 0 0 '1,659,238
By cash at bankers and in hand._____________ 1,022,048 1 5 *4,977,374

25,113,657 16 10 *122, 303,514
Percy E. BAaTes,
A. C. F, HENDERSON,
Directors.
W. DRANFIELD,
Secretary.
REPORT OF AUDITORS TO THE SHAREHOLDERS

We have audited the above balance sheet with the books and accounts of the
company in Liverpool and with returns from the agencies. The stucks of ships’
stores, coal, fuel oil, provisions, wines, linen, ete,, have been taken and certified
by officers of the company. We have obtained all the information aud explana.
tions we have required. In our opinion such balance sheet is properly drawn
up so as to exhibit a true and correct view of the state of the compary’s affairs
according to the best of our information and the explanations given to us and
as shown by the books of the company.

CoorEr Bros, & Co.,
Chartered Accountants, Auditors.
LoxNpoN, March 18, 1925.

$2,600,000 (TorAL IsstE) THE CUNARD STEAMSHIP Co. (L1D.), 2-YEAR 114 PER
CENT EXTERNAL GoLD NoTES

To be dated December 1, 1927. To mature December 1. 1929.

Interest payable June 1 and December 1. Coupon notes in interchangeable
denominations of $10,000 and $1,000. Principal and interest payable at the
office of Brown Bros. & Co., New York, fiscal agents for the loan, in United
States gold coin, without deduction for any British taxes. Redeemable at the
option of the company as a whole at 100 and accrued interest on any interest
date on 60 days’ notice. Notes will be authenticated by the Hanover National
Bank of New York. The Hanover Natlonal Bank of New York, registrar.

The following information has been furniched us by Sir Thomas Royden,
Bart,, C. H.,, chairman of the Cunard Steamship Co. (Ltd.) :

Business,—The Cunard Line, establiched in 1840, is not only the pioneer
trans-Atlantic stenmship line but, through its subsidiaries, has an important
interest in the valuable trades between India and Australia and Europe and the
United States. The total fleet of the Cunard Steamship (lo. (Ltd.) and its
controlled companies aggregates nearly 1,000,000 tons (including ships under
construction). The British Government has a nominal interest in the stack of
the company.

Purpose of issue.—~The Cunard Steamship Co. is already known in the finan-
cial market of New York through its horrowing two vears ago of $7.500.000 in
the form of 5 per cent gold notes. These notes mature December 1, 1927. It is
the intention of the company to repay two-thirds of thix issue, that is to say
$5,000,000, in cash, and the remainder through proceeds of the present note
issue, thereby retaining though in smaller degree the company’s connection with
th New York finance market.

! The conversion of sterling into dollars on this balance sheet has been made by the
issuing bankers at exchange g4.87 to the pound. ¢ & v

BEST AVAILABLE COPY
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Earnings—During the past five years the disposable balances after allowances
for depreciation, taxation, etc., have been as follows:

i Balance |Bond lnte
Year avsllab!e est and Surplus?
|lor nterest | discount

$1,922, 000

:' gtlsg. 000
2,800,

1 Botore lnwrest on the 57 500000, ‘z-)ear 5 per cent gold notes due Decemher 1, IDT.

For the 5-year period ended December 31, 1926, surplus as above after charges
fncluding bond interest was equivalent on an average to approximately eighteen
times the annual interest requirement of these notes and for the year ended
December 31, 1926, was equivalent to.approximately twenty-five times such
interest requirement.

Issue of udditional shares.~—Concurrently with issue of this prospectus the
company has arranged for the issue and sale to Its existing ordinary share-
holders of 1,100,000 ndditional ordinary shares at par (£1).

Lquity.—These notes are followed by the preferred and ordinary shares
which, at current market quotations, indicate an equity of about $40,000,000,
which compares with an equity of about $28.000,000 two years ago.

In the foregoing, sterling amounts have been converted into dollars at the
rate of $4.87 to the pound.

We offer the above notes, when, as, and if issued and received by us and sub-
ject to the approval of our counsel, Messrs., Sullivan & Cromwell, of New York.
It is expected that delivery of the notes or of interim receipts will be made
about December 1, 1927, Price 100 and interest to yield 434 per cent,

Bualance sheet of the Cunard Stecamship Co. (Lid.), December 81, 1926

DEBTOR
To share capital :

Authorlzed— £ s
£1,500,0000 5 per cent cumulative pref-

erence stock or shaves__. . ________ 1,500,000 0 O
£1.000,000, 6 per cent second cumu-

lative preference stock or shaves.. 1,000,000 0 0

4,500,000 ordinary shares of £1 each_- 4,500,000 ¢ O

The. Government share._____ .. ____ 20 0 0

7,000,020 0 0 *$34, 090,097

Issued—
H per cent cumulative preference stock. 1,500,000 0 0
6 per cent second cumulative preference

SEOCK - o e e e 1,000.000 0 O s

4.456,1R9 ordinary shares of £1 eueh_- 4,456,180 0 0
The Government share_. .. ___..___ 20 0 0

6,956,209 0 O *33,876,737

To veserve fUNA o ..o e 1,350,000 0 O *6,574,500

To 23; per cent mortgage dcbenture stock held

by Govemmnnf 130,000 0 O
To interest accrued (since puid) _____________ 1,787 10 0

131,787 10 0O * 641,805

1The conversion of sterling into dollars on this balance sheet has been made by the
issuing bankers at exchange $4.87 to the pound.

L TR SO
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wof

£ 8,
To 5 per cent mortgage debenture stock._..... - 4,000,000 O
To interest accrued (since pald) ..o 83,333 6

4,022,333 6 8 *$19,385, 833
To loan secured by mortgage on freehold prop-

erty, plerhead, Liverpool ..o cveocmee-- 215,977 19 9 1,051,818
To 5 per cent 2-year gold notes issued in United
States of America .- 1,546,301 15 1
To interest accrued (payable June 1, 1927)_.__. 6,443 6 0
1,552,885 1 1 %7,562,807
To employees’ savings fund___ . ______ 103,118 17 7 1502, 189

To creditors and credit balances 7,508,962 0 2 87,006,945

To profit and loan account:

Balance from last account. .- 169,752 12 9
Add profit for the year 1926 <. ca.__ 516,320 8 10
686,082 1 7
Less amount transferred to reserve fund.. 100,000 0 O
586,082 1 7
Deduct dividends to June 30, 1928, on the
preference stocks—
£1,500,000, at 5 per cent
£1,000,000, at 6 per cent 67,600 0 O

518,582 1 7 12,525 495
' 29,510, 805 16 10 *109, 627, 624

CR.
£ s, d
By steamers and shipping investments..._.- 16,406,060 14 3 *79,897,516
By freehold and lasehold properties ... __ 681,952 0 O 13,321,108
By plant, machinery, spare gear, furniture,
ete. 96,3712 0 O 1 469, 332
By ships’ stores, coal, fuel oil, provisions,
wines, linen, etc 406,633 19 4  '1,980,307
By debtors and debit balances (including
agents’ and branch balances)._.—coo-o 1,367,100 14 11 *g,657, 780
By general investments 2,471,892 2 11 112,035,080
By discount and commission on & per cent
mortgage debenture stock. - _____ 140,000 0 O 1681, 800
By cash at bankers in the name of the
trustee for § per cent mortgage debenture
stock holders 40,417 8 O 1196, 833
By cash at bankers and in hand. . ___ 900,876 17 5 14, 387, 270

22,510,805 16 10 '109, 627, 624

Percy E. BATEs,
T. ROYDEN,
Directors.
W. DRANFIELD, Secretary.

BEPORT OF THE AUDITORS TO THE SHAREHOLDERS

We have audited the above balance sheet with the books and accounts of the
Company in Liverpool and with returns from the agencies. 'The stocks of ships’

2 The conversion of sterllnsg into dollars on_this balance sheet has been made by the
issuing bankers at exchange $4.87 to the pound.
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»

stores, coal, fuel oil, provisions, wines, Jinen, etc., huve been taken and certified
by officers of the company. We have obtained all the information and explang-
tions we have required. In our opinion such bhalance sheet is properly drawn
up so as to exhibit a true and correct view of the state of the company’s affairs
according to the best of our information and the explanations given to us and as
shown by the books of the company.
CoorEr Bros. & Co.,
Chartered Accountants, Auditors.
Lo~NDON, AMarch 23, 1927.

$3,000,000 Beerin Ciry Erectric Co. 614 PER CENT NorES UNCONDITIONALLY
GUARANTEED AS TO PAYMENT OF PRINCIPAL AND INTEREST, BY INDORSEMENT
oN EacH Nork, BY BeErLIN CITY Gas Co.

Dated Februury 1, 1926, Due, $1,000,000 February 1, 1928; $2,000,000
February 1, 1929, Interest payable February 1 and August 1. Principal and
interest payable in New York City at the oftice of Hallgarten & Co., in United
States gold coin, free from all present or future German taxes. Coupon bonds
in denomination of $1,000, registerable as to principal. Callable in whole or
part on any interest date upon not less than six months’ notice, at their face
amount and accrued interest, with a premium of one-half of 1 per cent for
each unexpired year or fraction thereof. The Bank of America, New York
City, registrar.

We quote the following from information furnished by the two companies:

“The two companies (Berliner Stiidtische Elektrizitiitswerke A.-G. and
Berliner Stiidtische Gaswerke A.-G.) were organized by the city of Berlin,
Germany, in 1923, for the purpose of separately operating the electrical and gas
works formerly operated by the city, all the stock of both companies being
owned by the city of Berlin. The first installation of electrical works was
made in 1884, and of gas works in 1825, Berlin has a population of approxi-
mately 4,000,000 and is the third largest city in the world. The Electric
Co. supplies about 80 per cent and the Gas Co. about 75 per cent of the total
consumption of the city in their respective fields,

Electric company.~The present capacity of the company's plants is over
205,000 kilowatts and it also purchases a substantial amount of additional
current. ‘The company is now engaged in expanding its plants and construct-
ing an additional one to be ready by October, 1928, which will make the total
generating capacity of 400,000 kilowatts, The distribution lines have a total
extent of about 6,600 miles.

Current is supplied for domestic use as well as for the local street and
underground railroad and for numerous industrial plants in the city and
surrounding territory,

Sales in 1924 amounted to over 462,000,000 kilowatt-hours, and for 1925
were over 662,000,000 kilowatt-hours, The number of customers during 1024
increased from 216,333 to 273,787, a gain of 57,454 (25 per cent), and in 1925
again increased to 358,669, a gain of 84,882 (30 per cent).

Gus company.—The Gas Co. supplies gas for domestic and industrial use,
its plants having a dally capacity of over 64,000,000 cubic feet. Sales in 1024
amounted to about 11,200,000,000 cubic feet, and in 1925 t~ about 13,800,
000,000 cubic feet. -

Rates—~The city of Berlin (which owns all the stock of both companies) has
agreed that rates for both services will be sufficient to cover operating expenses,
rentul (8 per cent of gross), depreciation, interest, and amortization of loans,
and to provide necessary working capital.

Eurnings—The net earnings of the Electric Co. in 1024 after all expenses, in-
cluding heavy charges for depreciation, reserves, etc.,, were over $4,500,000, and
for 1925 are estimated to be about the same as in 1924, Such earnings were
at the rate of over seven times maximum interest requirements on funded
debt including this issue. The net earnings of the Gas Co. applicable to the
guaranty were in 1024 over $1,800,000. and for 1925 about $2,000,000. No
allowance for the introduction of this new money has been made in the above
figures. It is expected that the additional facilities provided out of the pro-
ceeds of this loan and the European loan hereinafter referred to, will add
substantially to earning power upon completion,

Description of issue.—~This loan will be the direct obligation of the Berlin
City Electric Co., and unconditionally guaranteed as to payment of principal

R s ssial
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and interest, by indorsement on each note, by the Berlin City Gas Co. The
Gas Co. has no funded debt, but the Electric Co. has recently secured a loan
in Europe of 30,000,000 Swiss francs (about $6,000,000), due in 1940, the
proceeds of the European loan and of this loan being used only in the con-
struction of additional generating capacity. The European lnan is the obliga.
tion of the Electric Co. and not secured by mortgage.

This 614 per cent loan is to be free of all German taxes, local, state, and
national, present or future, and the notes are to be payable, principal and
-interest, in United States gold ceoin at the office of Hallgarten & Co., New York

City.

The electric company has agreed that if during the life of this loan it shali
pledge any of its revenues as security for any other loan, these notes shall be
equally and ratably secured thereunder.

Dowes plan.~—Neither of the companies is directly liable for payments under
the Dawes plan, but each shares with the other departments of the city of
Berlin in the legal obligations for the exeecution of the plan, This obligation
for the entire city for the year ending in September, 1926, amounts to $475,000,
increasing to a maximum anunual payment in 1928 of $1,150,000. This total is.
however, divided among some 75 departments, including such income producing
activities as waterworks, tramways, subways, harbor works, warehouses, mar-
kets, etc., in a proportion not yet determined,

(Figures stated in United States dollars have been converted from German
reichsmarks at the rate of 4.2 reichsmarks per dollar.)

These notes are offered when, a&s aund if issued and accepted by us and subject
to the approval of counsel. We reserve the right to reject subseriptions in
whole or in part, to allot less than the amount applied for and to close the
subscription books at any time witkout notice. Temporary notes or interim
receipts deliverable in the first instance,

Price~Notes due February 1, 1928, 99 and interest, to yield over 7 per cent.
Notes due February 1, 1929, 985 and interest, to yield over 7 per cent.

HALLOARTEN & Co.

+ HALSEY, STUART & Co. (INC.).
GoLpMAN, Sacus & Co.
LEHMAN Bros.

J. & W. SerieMaN & Co.

Leonhard Tiety Aktiengeselschaft, balance shect as at July 31, 1925, giving
effect to the issue of $3.000,000 20-year 73 per cent martyage gold bonds and
the transactions in connection therewith

ASSETS
Current assets:

Cash in banks and on hand_ e $1, 562, 851. 31
Accounts receivable ———— - 929, 977. 28
Merchandise on hand- . 8, 000, 719. 62

10, 493, 548.21
Accounts recelvable from subsidiary companies_... $334, 725. 25
Stocks of subsidiary companies -- 631,776.24
—_— 0966. 501, 49
Nore—~Ia the above valuation of stocks of suhsidiary com-
panies, prior mortgages of $364,811.64 and unsecured revalued
ohligations of $38,675 have been deducted.

Land and buildings $4, 795, 358. 03
Machinery and equipment. 214, 544. 15
5, 009, 903, 08
Nore.—The land and buildings, which are carrfed at a total
value of $6,018478.30 on the hooks of either the company or
its subsidiary companies, were appraised by Mr. Georg Falck
of Cologne, Germany, on Aug, 18, 1924, and Oct. 14, 1925, at
an aggregate value of $16,181,512,
Prepaid interest on notes —— 55, 216. 00
16, 525, 168. 78
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LIABILITIES
Current liabilities: ]
Bank advances and trade accounts payableo o cccaaan $3,.124, 392, §2
Sundry debts, reserves for taxes, tuntlemes, ete— .. __ 1,214, 340, 74
-4, 938, 733. 56
Frior mortgages on real estate oo . 1,107, 062, 71
20-year Tl per cent mortgage gold bonds, due 1946. . _oo.. 3, 0L, 0. 0V
Unsecured revalued obligations e 115, 608, W
0, 1681, 464, 27
Contingent lability on bills discounted ... _. $82, 404, 37
CAPITAL s
Capital stock:
Preferred, 7 per cent, ¢lnss Ao oo oo 47, 600, 00
Preferred. 7 per cent, class B (less $323.787.10
N EORSULY ) e e e e 9, 412, Y
COMMOM oo oo [, a, a0, UNo, (k)
t, 007, 012, Y
Surplus:
Reserve. oo oo oL .. R77:3, 000, 00
Lmployees' relief fund...__.._.. 130,900, 00
“Unallocated profits ..o __ 432, 201, 61
——— 1, 356, GU1. 61

— %, 363, 704 51

16, 525, 168. 78

Nore—The liability for prior mortgages and unsccured revalued obligations
of the company and the subsidiaries is stated as estimated by German counsel
under the revaluativn law of July 16, 1925, ‘Fhe linbilities, as stated above,
do not include any capital amount for liability under the Dawes plan.  German
counsel estimates that the maximum secured charges under the Dawes plan are
not in excess of $1,600 per year and that the additional uisecured payments
for the equalization tax provided for in the same conicetion are not in excess
of $75,000 per year.

We have examined the accounts of Leonhard Tictz Aktiengesellschaft as at
July 31, 1925, und the agreement duted Janwiry 30, 1925, as amended by sup-
plemental agreement of January 22, 1920, for the sale of $3.000,000 twenty-year
71 per cent mortguge gold bonds, due January 1, 1946. We certify that the
above balance sheet, in our opinion, correctly sets forth the finzncinl position
of the company at that date, after giving effect to the issue of the said bonds
and the transactions in connection therewith,

We further certify that, in our opinion, the net profits of Leonhard Tietz
Aktiengesellschaft aviiluble for interest on the present issue of honds, after
deducting (1) depreciation of real estate and plant, based on book values, (2)
all taxes, excepting income taxes; (3) interest on all other indebtedress, in-
cluding for 1924 interest on revalued mortgages at the statutory rate for 1923,
but after allowance for the saving of interest which would have heen effected
by the proceeds of this financing; and (4) an allowance at the rate of $76,600
}m'- annum for payments required to he made under the Dawes plan, were as
ollows:

Year ended Dec. 81, 1924 o ... . $1, 521,818, 16
Seven months ended July 81, 1925 o aeenamam 882, 526, 58

We further certify that the totul sales for the year ended December 31,
1024, were $24.381,344, and foy the seven months ended July 31, 1923, were
$14,773.612,

We further certify that the profits rcneaining for the common stock, adjusted
as above, after further deducting interest on the present issue of bonds, tan-
tiemes, income taxes, and dividends on preferred stock, but hefore deducting
appropriations to employees' relief fund, would have amounted to $861,534.18,
or the equivalent of $3.85 per share of common stock for the year ended De-
cember 381, 1924, and to $571,981.02 or the equivalent of £2.20 per share for
the seven months ended July 31. 1923,
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In the above figures, conversion of German to United States currency has
been made at the rate of one reichsmark equals 23.8 cents,

. LYBBAND, Ross Bros. & MONTGOMERY,
Accountants and Auditors.
- New YoRR, January 22, 1926.
$9,000,000 ReruBLIo oF CuBA SERIAL 5% Pre CENT Gorp Bonps

Dated July 1, 1927, Due, $900,000 annually July 1, 1928, to July 1, 1937, in-
clusive, Interest payable January 1 and July 1.

Not redeemable befure the respective maturities,

Coupon bonds in denomination of $1,000. Principal and interest payable in
gold coin of the United States of America of the present standard of weight
and fineness, free from any Cuban taxes present or future, at the office of J. P,
Morgan & Co,, in the city of New York, or, at the option of the holder, at the
office of the National City Bank of New York in the city of Habana.

His Excellency Santiago Gutierrez de Celis, secretary of the treasury of the
Republic of Cuba, makes the following statement in connection with this issue:

Purpose of issue.~These serlal bonds are being issued to fund internal float-
ing debt now outstanding in the form of certificates of indebtedness.

Publio debt.—The funded debt of the Republic of Cuba was reduced by ap-
proximately $40,000,000 during the four years ended Fcebruary U8, 1927, to an
ontstanding amount of $90,130,100, of which $79,464,900 was external debt.
Upon the completion of this financing, the floating debt will amount to less than

0 ) .

Revenues and caopenditures—During the four fiscal years ended Juné 30,
1926, the ordinary revenues of the Government excecided its ordinnry expendt-
tures by over $24,000,000, This surplus of revenues was applled chiefly to the
amortization of Government debt, in addition to the ordinary sinking fund pay-
ments on Government loans included in the budget of ordinary expenditures,
Preliminary figures indicate that the Government’s budget for the year ending
June 30, 1927, may be closed with a small defleit.

Monetary system.—Apart from a comparatively small amount of gold coin
and subsidiary coins minted by the Government, the money in circulation in
Cuba consists entirely of United States currency. The United States eurvency
held in the treasury, in the banks, and in general circulation in (‘uba wus
estimated, as of June 30, 1926, to amount to more than $200,000,000,

The above serial bonds are offered for subscription, subject to the conditions
stated below, ut prices to yield 5.25 per cent for all maturities, plus acerued
interest,

Subscription books will he opened at the office of J, P. Morgan & Co., at 10
o'clock a. m., Friday, July 1, 1927, The right is reserved to close the subscrip-
tion bhooks at any time, to reject any and all applications, and also in any
case to allot smaller amounts than applied for. Orders for an equal amount
of each maturity will receive prior consideration. All subscriptions will be
received subject to due delivery to us of the honds, aml to approval by eounsel
of the relevant documentis and authorizations,

The amounts due on allotments will he payable at the office of J. P. Morgan &
Co,, in New York funds to their order, und the date of payment (on,or before
July 25, 1827), will be stated in the notices of allotment., Temporary honds,
exchangeable for definitive honds when received, are to be delivered,

J. P. Moreax & Co. J. & W, SELIaMAN & Co,
GUARANTY (0, OF NEw YORK, THE NATIONAL CITY (O,
HaRrris, Forpes & Co, BANKERS TRUST C'0. NEW YORK,
KunN, Lo & Co. DitroN, Rean & Co.

$5,000,000 MorTGAGE BANK OF THE VENETIAN PROVINCES—23-YEAR T PER CENT
EXTERNAL SECURED SINKING Fr'Np Gorn Bonps, SERIES A

Authorized $20,000,000. Series A $3.000,000. To be dated October 1, 1927,
To mature October 1, 1952, Coupon bunds in interchangeable denominations of
$1,000 and $500 registerable as to principal only. Interest payable April 1 and
October 1. Principal and interest payable at the office of the fiscal agents,
Messrs, J, & W, Seligman & Cn. in New York City. in United States gold coin
of or equal to the standard of weight and fineness existing on October 1, 1927,
without deduction for present or future taxes levied by or within the Kingdon
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of Italy. Redeemable, as a whole or in part, on at least 30 days’ notice at par
and accrued interest, Central Union Trust Co, of New York, trustee,

Cumulative sinking fund payable semiannually calculated to retire entirve
issue at or before maturity by redemption at par and accrued interest com-
mencing April 1, 1928, The bank may deliver bonds at par in lleu of sinking
fund payments and may also anticipnte pasyments, as stated in the trust
agreement.

For informution regarding this issue reference is made to the letter of Avv,
Comm, Riccardo Galli, president of the Mortgage Bank of the Venetian Prov-
fuces, to us, which he has summarized as follows:

GENERMAL

‘The Mortgage Bank of the Venctian Provinces, established under special
charter approved by royal decree, was organized by suvings banks of the cities
of Verona (estublished 1825), Padua (1822), Venice (1822), Udine (1676), Tre-
viso (1913), and the Federal credit bank for the reconstruction of the Venetian
Provinces, and took over the bhusiness of the real estate mortgage department
of the savings buank of the city of Verona, extablished in 1900. Savings banks
of T'rento (1855), Trieste (1842), Pola (1893), Fiume (1859), and Gorizia (1831)
have since become members,

The bank has no capital stock, but in ten thereof, a guaranty fund has been
contributed by its member savings banks in un aggregate :mount equivalent to
approximately $1.600,000. all of which has been paid in. Tn addition, a re-
serve fund equivalent to approximately $50,000, has heen set up out of profits,
and until this reserve fund equals one-half the guaranty fund, at least one-tenth
of the amount of the annual net income of the bank must be set aside in this
reserve fund. The bank has never incurred a loss on any loan made by it,

The principal office of the hunk is in Verona and its branches are operated
through its member suvings banks, It operates principally in the 16 provineces
of northeastern Italy, an agricultural and industrial section with an area of
about 20,000 square miles und a population exceeding 6,000,000, The hank is
now empowered to extend its operations throughout Italy.

The principal functions of the bank include the making of loans on non-
industrial agricultural or urban real estate; to provide funds for the himprove-
ment, irrigation, and drainnge of agricultural land: to provide for the acqui-
sition or construction of so-called popular or low-priced houses,

PURPOSE OF ISSUE

The proceeds of this issue are to be used exclusively for louns against first
mortgages on nonindustrial agricultural and urban real estate. The bunk has
alvendy made, preliminary contracts for such loans in the aggregate principal
amount of $3,000,000. Payment of such loans must he in dollars or in lire
sufficient to acquire the necessary dollars,

SECURITY

The honils of series A, in the opinion of counsel, will be direct obligations
of the bank and will be secured, after the reloan of the proceeds thereof, by
first mortgage obligations in face value equal to 100 per cent of the bonds of
serles A. Euch such first mortgage obligation, in the opinfon of counsel, will
be secured hy a dirvect first mortgage on nonindustrinl agricultural and urban
real estate of an appraised fair sale value (as determined by appraisers of the
bank or member hunks) at least equal to three times the principal amount of
such obligation. Such obligations will be specifically set aside by the bank
and held solely as security for the bonds of series A, Loans made through and
aﬂ)proved by member banks of the bank will be unconditionally guaranteed by
them,

. SUPERVISION

The Italian Government, through the ministry of national economy. is re-
quired by law to make examinations of the books and accounts of the bank
at least semiannually, and the bank is required to make himonthly reports

of its operatfons to the Government.
92928-—-32—pT 8—0
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‘The bank has agreed when requested by the bankers to apply for the listing
of these honds on the New York Stock Exchange.

These bonds are offered when, as, and it issued and accepted by us, and sub-
Ject to the approval of our counsel, Messrs. Cravath, Henderson & de Gersdorff,
of New York City, and Avv. Vittorio E, Baisini, of Milun, Italy. We reserve
the right to reject subseriptions in whole or in part, to allot less than the
amount applied for and to close the subseription books at any time without
notice. Interim receipts of the fisenl agents witl be ready for delivery on-or
about December 1, 1927, Price 95 and accrued interest, to yield 7.45 per cent.

All conversions reterred? to in the above have been made at the rate of 183
lire per United States dollur, nunless otherwise stated.

E. H. RoLrINs & SoNs,
J. & W, Sepieyan & Co.

MoRrr6AaGE BANK oF 1HE VENETIAN D’ROVINCES,
Verona, Italy, November 11, 1927,
Messrs, E, H. RoLring & Soxs and J. & W. SeLieyan & Co.,
New York Citp.

DEAR SIRS: At your request I am pleased to give you the following informa.
tion with reference to the proposed issue of $5,000.000 principal ameunt of
25-year 7 per cent external secured sinking tund goll bonds, seriex A, of Mort-
gage Bank of the Venetian Provinces hereinafter called the hank:

GENERAL

The mortgage Bank of the Venetinn I'rovinces was established under special
charter approved by royal decree of November 50, 1919, It was organized by
savings banks of the cities of Verona (estublished 1525) Padua (15822), Venice
(1822), Udine (1876), Treviso (191:3), and the Federal credit bunk for the re
construction of the Venettan Provinces, and took over the business of the real-
estate mortgage department of the savings bunk of the city of Verona, estab-
lished in 1900, Savings banks of 'Frento (1853), Trieste (1842), Pola (1803),
Fiume (1859). and Gorizia (1831) have since become members. These sav-
fngs banks are not operated for profit and their activitiex are governed by
special legislation. They constitute n powerful group and together control
move than 2.000,000.000 lire (approximately $108,000000) in deposits and re-
serve funds, The Federal credit bank tor the reconstruction of the Venetian
Provinces is a1 Government institution founded in 1919,

The bank has no capital stock, but in licu thereof a guaranty fund has been
contributed by its member savings banks in an aggregate amount of 29,545,333
lire, equivalent to approximately $1,600,000, all ot which has been paid in.
In addition a reserve fund of 862,607 lire, equivalent to approximately $£30.000,
hus been set up out of profits, Under its charter the bank is required to estab-
lish a reserve fund and until such reserve fund shall equal one-half the guar-
anty fund, at lenst one-tenth of the amount of the annual net income of the
bank must be set aside in such veserve fund and the amount of such annuat
net income which may be distributed to the participating institutions may not
exceed 5 per cent of thelr respective paid in quotas of the above-mentioned
guaranty fund, After such reserve fund shall equal one-half of such guaranty
fund one-half of the annuul net income of the bunk may be distributed to
the participating institutions and one-half of such net income maust be applied
to the creation of a special reserve fund against losses, The bank has never
jncurred a loss on any loan made by it.

The principal office of the hank is in Verona and its branches are operated
through its member savings banks. It operates principally in the 16 provinces
of northeastern Italy, an agricultural and industrial section with an area of
ahout 20,000 square miles and a population exceeding 6,000,000, The hapk is
now empowered to extend {ts operations throughout Italy.

The principal functions of the bank include the making of loans: (1) On
nonindustrial agricultural or urban real estate; (2) To provide funds for the
improvement, irrigation, and drainage of agricultural land; (3) to provide
for the acquisition or construction of so-called popular or low priced houses.

The bank is also authorized to make loans for the payment of capital taxes
and for the repair of damages caused by the World 'War, but these two classes
of loans are now of small importance and none of the proceeds of the bonds
of series A will be reloaned for these purposes.
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The operations of the bank have grown rapidly since its organization. the
loans made having increased from about 17,00,000 lire in 1920 to over 240,000,000
lire, or approximately £13.000,000 as at October 31, 1927,

The bunk derives its income chiefly from commissions limited by law which
are paid by the horrowers and out of which the expenses of the bank are paid.
The charges made to borrowers by the bank are less than the preseribed lmits,

PURPOSE OF ISSUE

Hevetofore loans for the above-mentioned purposes have been made through
the issue of internal honds of the bank and other similar in<titutions. In view
¢f the constantly increaxing demand for such loans, the Italian Government,
recognizing the national importance of the work of these institutions, has by
royal decree of February 13, 1927, No, 187, authovized the issue of external
bouds by the respective morteitge hanks, and pursuant to such decree and to the
royal decree of Marveh 3. 1927, No, 270, specifically authorizing the issue of ex-
ternal bonds by the bhank, approval of this issue has bheen given in accordave
witl: the minizterial deeree of Mareh 20, 1927, The net proceeds of the bonds
of series A will be depoxited with the =avings bank of the city of Veronn as
depusitary to be withdrawn by the bank under vestrictions to be contained in
the trust agreement only for the purpoxe of making loans against the first
niortzage obligations hereinatter referred to and only upon delivery to such
depositary of evidence that the required security for such loans is held by the
bank. The bank has alveady made prelininary contracts for suech leans in the
aggregiite principal amount of §£5.000,000. Payment of such lnans wust be in
doflars or in lre sufficient to acquire the necessary dollars.

SECURITY

The bonds of series A, in the opinion of counxel, will he dirvect «hligations of
the bank and will be secured after the reloan of the proceeds tiereof in ae-
eordance with the trust agrecment, by first mortgage obligations in face value
equ: © to 100 per cent of the honds of seriex A, Each such obligation, in the
opinion of counsel, will he secuved by a divect !./st mortgage on nonindustrial
asricultural and urban real estate of an appraised fair snle value (as deter-
mined by appraisers of the bunk or member banks) at least equal to three times
the principal amount of such obligation, subject in certain cases to current
land taxes and local charges (censis) not exeveding 10 per cent of such prineipal
amount, a sum suflicient to discharge which will L:e retained by the depositary
ont of the proceeds of such honds, Under the decrees pursuant to which these
honds will be issued such first mortgage obligations will be specifically set aside
by the bank and held solcly as seeurity for the bonds of series A, In adilition
{he bank will give to the trustee an irrevocable mandate, so long as any of the
honds of series A =ha!! be outstanding («)upon the occurrence and during the
continuance of any event of defuult under the trust agreement, wmter which
these honds will be issued, to collect all amounts payable upon such obligitions
when and as the s:mme shall become due and payable; (L) in c¢ase of default by
the borrower under any such obligation. and in case the bonk shall fail to take
action within 30 days after notice to the bank of such defuit, to enforce such
obligattion and the security therefor; and (¢) to apply all amounts so collected
by it to the payment of the principal of. and interest and sinking fund pay-
ments on, the bonds of series A when and as the same shall become duc and
payable. Each such first mortgage obligation will provide that {t can nor be
caneeled or discharged without the written consent of the trustee or its duly
authorized representative. Loans made through and spproved by member banks
of the bank will he unconditionally guavanteed by them. The trust agreement
will permit releases of mortgaged propertics, provided the fair sale value of
the remaining mortznged properties is at least three times the unamortized
amount of the obligations secured thereby.

SUPERVISION

The Italian Government, through the ministry of national economy, ix re-
quired by law to make examinations of the books and accounts of the bank at
least ~emiznnually, and the hank is required to make bimonthly reports of it
opcratinns to the Governmaent,
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DESCRIPTION OF BONDS

The bonds will be limited to the aggregate principal amount of $20,000,000
at any one time outstanding. The bonds of series A will be dated October 1,
1927; will mature October 1, 1952, and will beur interest at the rate of 7
per cent pe:® annum, payable semiannually on April 1 and October 1 in each
year. They -vill be issued in coupon form and in interchaugeable denomina-
tions of $1,000 and $5, registerable as to principal only, Temporary bonds
exchangeable for definitive bonds when prepared and ready for delivery may
be delivered in the first instance. The principal of, and interest on, the bonds
will be payable at the office of the fiscal agents, Messrs, J. & W, Seligman &
Co., in New York City, in United States gold coln of or equul to the standurd
of welght and fineness existing on October 1, 1927, without deduction for any
present or future taxes levied by or within the Kingdom of Italy. The bonds
of series A will have the benefit of a cumulative sinking fund payable in semi-
annual instalments calculated to retive the entire issue at or before waturity
by redemption by lot at par and accrued interest commencing April 1, 1928,
subject to the right of the bank to deliver bonds at par in lieu of sinking fund
payments. The bank will also have the right to anticipate sinking fund pay-
ments in cash or in bonds of this series and thus become entitled to credits in
respect of subsequent payments as stated in the trust agreewment, The bonds
of series A will be redeemable at the option of the bank on any interest date,
us a whole or in part, on 30 days’ notice at par and accrued interest. These
bonds will be issued under a trust agreement executed by the bank and Central
Union Trust Co. of New York, as trustee.

ISSUE OF ADDITIONAL BONDS

The $15.000,000 of additional honds authorized under such trust agreement
will be reserved for issue in one or more series, other than series A, for the
purpose of making additional loans of the three classes above mentioned on
terms and conditions not inconsgistent with the trust agreement, to be deter-
mined by the board of directors of the bank at the time of issue thereof and
to be set forth in a supplemental agreement between the bank and the trustee,
The trust agreement will provide that each series of bonds will be separate
and distinet as to security and sinking fund, and that while any of the bonds
are outstanding the bank will not issue any bonds or other obligations which
together with all its other bonds and obligations then outstanding shall exceed
fitteen times its paid in and then existing capital.

LISTING

At your request application will be made promptly to list these bonds on
the New York Stock Exchange.
Yours very truly.
Riccarpo GaLLL, President.

All conversions referred to fn the above have been made at the rate of 185
lire per United States dollar, unless otherwise stuted.

The information and statistics contained in this circular, part of which
have been recejved by cable, have been obtained from sources which we believe
reliable and on which we have buased our purchuse of the securities offered,
but are not to be considered representations by us. All bonds offered subject
to prior sale and change in price without notice,

$3.000,000 LEoNHARD Ti1ETZ AKTIENGESBELLSCHAFT (LEONHARD Tierz (INc.),
20-YEAR 72 PrR CENT MORTGAGE GorLbp BoNDs (WITH ST0CK PURCHASE
WARRANTS)

To be dated January 1, 1926. To mature January 1, 1946, To be presently
authorized and issued $3,000,000.

Coupon Bonds in ¢enominations of $1,000 and $300, registerable as to princi-
pal. Interest payable January 1 and July 1 at the Corn Exchange Bank, New
York, in United States gold coin of the standard of weight and fineness exlist-
ing January 1, 1926, without deduction for German taxes of any nature, pres-
ent or future. Callable at the option of the company in whole or in part by
lot on any interest date on and after January 1, 1931, upon 60 days’ notice
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at 105 and accrued futerest. The Corn Exchange Bank., New York, Amerlcan
trustee. Deutsche Warentreuhand Aktiengesellschaft, German trustee,

As a sinking fund the company will agree on or before January 1 in each
year to and including January 1, 1931, to surrender for canceliation bonds
aggregating 5 per cent of the principal amount of this issue provided such bonds
can be purchased at or below 10214 and accrued interest. The company agrees
on or before January 1 of each year thereafter to surrender for caucellation
or to redeem at 105 bonds aggregating the same amount,

Mr. Alfred Leonhard Tiews, a managing director of Leonhard Tietz Aktien-
gesellschaft, has summarized in part his accompanying letter as tollows:

HISTORY AND BUSINESS

The principal activity of the company is the operation of a chain of modern
department stores. Leonhard Tietz was a ploneer in the department store
business in Germany. The business, founded in 1879, has become one of the
largest retail organizations in Europe with a chain of 19 up-to-date depart.
ment stores, in nearly every case the largest in their respective cities,
Among the citles in which the stores are located are included Cologne, Dils-
geldorf, Elberfeld and Aachen. Ninety-five per cent of our retall business is
for cash. Fourteen of our retail establishments, located on valuable sites, are
owned in fee, and provide us with a total of 2,040,000 square feet of floor
space. In all, there are over 6,000 people employed in the retail departments.

ASBETS

The balance sheet of the company, as of July 31, 1925, adjusted to give effect
to the present financing, as certified by Messers. Lybrand. Ross Bros, & Mont-
gomery, shows totnl net assets applicable to these bonds, after deduction of all
other Habilities, of $10,363,704.51. Real estate, which consists of up-to-date
buildings on valuable central sites, owned by the company and wholly owned
gubsidiaries, is carried on their respective balance shects as $6,018,478.30, which
is the same value put upon the property in the companies’ opening gold mark
balance sheets as of January 1, 1924, plux subsequent additions, and less de-
preciation, This figure. ay was customary in the case of opening gold mark
bhalance sheets hecause of tax and other consideration represented an extremely
low valuation, as is evident from the appraisals of Mr, Georg Falck dated
August 18, 1924, and Qctober ¥4, 1925, which value the propertiex at $16,181.512,
The assessed valuation, which in Germany is customarily substantially below
the actual vahue, is $10.880.490,

The actual value of the net assets applicable to these honds, Including real
estate at the appraised valuation, after deduction of all other liabilities, is thus
about $20,626,738 or over $6,842 per $1,000 bond.

BALES AND PROFITS

Net sales, as certified by Messrs. Lybrand, Ross Bros. & Montgomery, for the
year 1924 were $24,381,344, and for the first seven months of the year 1925 were
over $14,500,000. :

Earnings available for interest on these honds, after all taxes, except income
taxes, and after ordinary depreciation charges, for the year 1924 were $1,521,-
818.16 or 8.75 times the amount required for interest on this issue; and for the
first seven months of the year 1925 were over $875,000, in each case after allow-
ance for the saving of interest which would have been effected by the proceeds
of this financing, as certifled by Messrs., Lybrand, Ross Bros, & Montgomery.

SECURITY

These bonds will be a direct obligation of the company. They will be secured
in the opinion of counsel by direct mortgage lien on all the fixed properties of
the company and its wholly owned subsidiaries (except certain property in the
city of Berlin, negotiations for the sale of which, at a price substantially in
excess of both the book and appraised values, are now in progress), s:ibordinate
to the lien of revalued mortgages estimated not to exceed $1,471.873.35. The
company will agree to extend the lien of this mortgage to cover all fixed prop-
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erties hereafter acquired, subject to existing liens and to purchase money and
construction mortgages,

The business being mainly commercial and not industrial, only a minor part
of the company’s properties are subject to secured charges under the “ Dawes
plan.” which are estimated not to exceed $1,600 per year. In order to equalize -
the reparations burden, however, certaiu additional unsecured payments are
required, which are estimated at a maximum of §75,000 per year.

STOCK PURCHASE WARRANTS

The bounds will he accompanied by warrants entitling the lolder at any time
on or before January 1, 1931, to purchase shares of the common stock of
Leoanhard Tietz Aktiengesellschaft ut $£26 per shave (par value 100 reisch.
marks per share). The net earnings, adjusted as above, on the common stock,
after deduction of prior charges. for the fiscal year ended December 31, 1924,
as certified by Messrs, Lybrand, Ross Bros. & Montgomery, were equivialent on
the 230,000 shares now oustanding to $3.85 per share before the appropriation
of $11.900 to employes’ relief fund. For the first seven months of 1925 such
protits were over $2.20 per share. The current market price is approximately
$17. The book value of the stock as indicated by the adjusted balance sheet
asg of July 31, 1925, was approximately $20.23 per share, which would be in-
creased to $09.88 per share if real estate were carried at the appraised vulue.
A cash dividend of 6 per cent ($1.42) was decluved for the fiscal yeav ended
December 31, 1924, Price 97 and acerued interest to yield about 7.80 per cent,
The honds wiil earry stock purchase warrants in the ratio of 15 shaves for each
$1,000 principal amount,

This offering is made in all respects, when, as and if and accepted by us and
subject to the approval of our counsel, We reserve the right to reject any and
all subseriptions in whole or in part, to allot less than the amount applied for
and to close the subscription books at any time without notice,

It is expected that delivery of temporary boid or interim receipts will be made
on or about February 24, 1920, at the office of Lehman DBros, 16 Willinm
Street, New York. N. Y., against payment therefor in New York funds.

v & WL SELIGMAN & Co.,
54 Wall Street, Ncu York.

LEONHARD TIETZ ARTIENGESELLSCHAFT.
Cologme, Germany, Janunry 22, 1926,
Messrs., Yehman Bros., Goldman, Sachs & Co., Hallgarten & Co., Halsey,

Stuart & Co.. (Ine),, J. & W. Seligman & Co., New York., N, Y.

Desr SIRS: In connection with your purchase of $3.000,000 Twenty-Year
T15 per cent morigage gold honds of Leonhavd Tielz Aktiengesellschart (Leon-
harad Tietz. tInc.), I take pleasure in giving you the following information
regarding the company and its business:

HISTORY

Leonhard Tietz, the founder of the company which bears hix name, was a
ploneer in the department-store business in Germany. His first venture wns
a comparatively small store in Stralsund, Germany, which he opened in 1879,
The success of this store encouraged him to open a branch in Elberfeld, and
eventually led to the establishment of other stores in the principal cities of the
Rhineland.

The business had behind it @ record of 23 years of steady growth and pros-
perity when the present company was incorporated in 1905. At that time
began what we might term the second period of our development, The older
stores were gradually torn down and replaced by lurger modern buildings,
until in 1914 the company had hecome one of the Iargest vetail organizations in
Europe with a chain of 19 up-to-date department stores,

RETAILING

The principal activity of the company is, and will continue to be, the opera-
tion of a chain of modern department stores. Each Is o complete department
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store and in nearly every case the largest in its own city, Among the cities in
which they are located are included Cologne, Dusseldors, Elberfeld, and Aachen.
our merchandising policy is designed to meet the needs of the millions of
middle-class people living in the highly industrialized Rhbineland. Ninety five
per cent of our retail business is for cash,

Fourteen of our nineteen retail establishments, located on valuable sites, e
owiied in fee, and provide us with a total of 2,040,000 square feet of-floor space.
Most of these store buildings are of substantinl construction, and, being unusually
attractive from an architectural stundpoint, are excellent business assets as
they attract many visitors yearly. Of the 19 retail establishments, there are
2 with over 1,000 employees, 2 others with over 500 employces, 4 others with over
230 employees, and 11 more which average about 100 employees. In all, there
are over 6,000 people employed in the retail departments.

Buyiny.—Although euch store maintains its own individuality, especially in
respect to carrying the kind of merchandise suitable to the needs of its particu-
lar locaiity, the genetal buying policy is centratized at the head office in Cologne,
supplemented by branch buying oflices in the important manu:acturing centers
of Berlin, Chemnitz, Offeubach, and Plauen, The past success of the business
hay been largely due to the coordination of our mying depurtmeiis, and we
are continlly working further to sivengthen this part of our ovganization,

Nelling—Each store having its distinet c¢haracter in a country where each
city has individuality, sehing activities are not so greazly centealized a- buying
activities. However, everything possible is done 10 cut down overhead egpens:,
There is a continuous exchauge of ideas briween the managers or the varisus
stores, and these managers trequently gather in Cologne, under the direct
supervision of the executives of the compuny. to discuss questions of manreze.
ment policy amd to benefit from their common experience,

I'inancing—Financial control is alsu centralized. all bills being sent to
Cologne for payment, and the entire finneial policy is ¢conducted from the head
office at that city.

MANUFACIURING AXD WHOLESALING

Along with the growth of its retail organizition, the company has grade.
ually built up a profitable manufaeturing wholesaling business, This depari-
ment of the business orviginated in a small way to supply certain prominent
articles which were retailed by the company’s own stores, but has heen graduilly
extended and is now doing about 50 per cent ot its husiness with: other flrms,
The sales of the wholesale manufacturing department to outside customers in
1924 comprised approximately 10 per cent of the total turnover of lLeonhard
Tietz, Ine, Factories are now operated in Berlin for dresses, linen goods, shirvts,
ete,; in Bitburg and Chemnitz for hosiery : in Plauen for laves and embroiderics;
and in Augsburg, where a weaving mill is located. These cstablishments cover a
total tigor space of about 226.000 square fect, and have on their payroll a total
of about 1,400 ‘employees, Our own ‘lietz stores pay the same prices as our
other wholesale customers and there is no pressure of any sort brought to bear
upon our retuil stores to huy goods from our own factorfes. The continued
growth of our wholesile business sustains our policy in entering this field,

MANAGEMENT

The management of the company is directed by a hoiard of seven membhers,
who constitute the chief executives in charge of the business, among whom are
those responsible for the company’s growth since its inception, ‘fhe members
of this hoard are all directly financially interisted in the company and devote
all of their time to its affairs. The various branches ef the business arve
thus constantly under their close supervision,

ASSETS

Appended hereto is a balance sheet of the compuny, as of July 31, 1925, ad-
Justed to give effect to the present finnncing, us cevtifiedl by Messrs. Lybrand,
Ross Bros, & Montgomery. The totul net assets applicable to these hoils,
after deduetion of all other linbilities. in accordance with this balance sheet ave
$10,363,704.51, Real estate, which consists of up-to-date buildings on valuable
central sites, owned by the company and wholly owned subsidiaries, is carried
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on their respective balance sheets at $8,018.478.30, which is the sam~ value
originally put upon the property in the companies’ opening gold mark balance
gheets as of January 1, 1924, plus subsequent additions and less depreciation,
This figure, as was customary in the case of opening gold mark balance sheets
afler the stabilization of the mark in 1924, because of tax and other consider-
ations, represented an extremely low valuation, as is evident from the ap-
praisals of Mr, Georg Falck dated August 18, 1924 and October 14, 1925, which
value the properties at $16,181,512. The assessed valuation, which in Germany
is customarily substantially below the actual value, is $10,880,490.

The actual value of the net assets applicable to these bonds, including real
estate at the appraised valuation, after deduction of all other liabilities, is
thus about $20,528,738, or over $6,842 per 31,000 bond. In the balance sheet
no account is taken of the company’s good will,

BALES AND PROFITS

The sales and earnings of the company always showed a constant increase
unti]l 1914, when by reason of the war and the subsequent depreciation of the
mark, it became impossible to make any comparable statements, Net saley, as
certified by Messrs, Lybrand, Ross Bros. & Montgomery, for the year 1924
were $24,381,344, and for the first seven months of the year 1925 were in
excess of $14,5600,000.

Earnings available for fnterest on these bonds, after all taxes, except income
taxes, and after ordinary depreciation charges, for the year 1924 were
$1,621,818,16 or 6.75 times the amount required for interest on this Issue; and
for the first seven months of the year 1925 were in excess of $875,000, in each
case after allowance for the saving of interest which would have been effected
by the proceeds of this financing, as certified by Messrs, Lybrand, Ross Bros.
& Montgomery.

DESCRIPTION OF BONDS

These bonds will be dated January 1, 1926, will be due January 1, 1946, and
will bear interest at the rate of 734 per cent per annum, payable semiannually on
January 1 and July 1. Principal and interdst will be payable at the Corn Ex-
change Bank, New York, in United States gold coin of the standard of weight
and fineness existing January 1, 1926, without deduction for German taxes of
any nature, present or future. The bonds will be in coupon form 'in denomina-
tions of $1000 and $500, registerable ns to principal only, and will be callable
at the option of the company in whole or in part by lot on any interest date
on and after January 1, 1931, upon 60 days’ notice at 105 and acerued interest,

These bonds will be a direct obligation of the company. They will be secured
in the opinion of counsel by direct mortgage Hen on all the fixed properties of
the company and its wholly owned subsidiaries (except certain property in the
city of Berlin, negotintions for the sale of which, at a price substantially in
excess of both the book and appraised values, are now in progress), subordinate
to the lien of revalued mortgages estimated not to exceed $1,471,874.35, The
company will agree to extend the lien of this mortgage to cover all fixed prop-
erties hereafter acquired, subject to existing liens and to purchase money and
construction mortgages,

The business heing mainly commercial and not industrial, only a minor part
of th'g company’s properties are subject to secured charges under the * Dawes
plan,” which are estimated not to exceed $1,600 per year. In orde: to equalize
the reparations hurden, however, certain additional unsecured paynients are
required, which are estimated at a maximum of $75,000 per year. Neither
German law nor any international engageinents assumed by the German Gov-
ernment involve any restrictions upon the acquisition by the company of the
foreign exchange requisite to permit the company to meet the external ohliga-
tlons evidenced by these bonds.

SINKING FUND

The company will agree on or before January 1, in each year to and including
January 1, 1931, to surrender for cancellation bonds aggregating 5 per cent of
the principal amount of this issue provided such bonds can be purchased at or
below 10214 and accrued interest. The company agrees on or before January 1
of each year thereafter to surrender for cancellation or to redeem at 105 bonds
aggregating the same amount.,
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8TOCK PURCHASE WARRANTS

The bonds will be accompanied by warrants entitling the holder at any time
on or before January 1, 1931, to purchase shares of the common stock of Leon-
hard Tietz Aktiengesellschaft at $26 per share (par value 100 reichsmarks per
share). The net earnings, adjusted as above, on the common stock after de-
duction’ of prior charges for the fiscal year ended December 31, 1924, as certi-
fled by Messrs, Lybrand, Ross Bros, & Montgomery, were equivalent on the
250,000 shares now outstanding to $3.85 per share before the appropriation of
$11,900 to employees’ relief fund. For the first seven months of 1925 such
profits were over $225 per share. The stock is traded in on the stock ex-
changes of Berlin and Cologue, the market price having had a range from a
low of $13.56 to n high of $18.56 during the year 1925, The current market
price is approximately $17. The book value of the stock as indicated by the
adjusted balance sheet as of July 81, 1925, wus approximately $29.23 per share,
which would be increased to more than $69.88 per share if the appraised value
of the real estate, as described above, were substituted for the amount carried
on the balance sheet for this item. A eash dividend of 6 per cent ($1.42) was
declared for the fiscal year ended December 31, 1924, which was the first year
since the stabilization of the mark.

PURPOSE OF ISSUE

The proceeds of this issue of bonds will be used by the company to incrense
its working capital and to expand its business. We will be enabled to extend
our lines of merchandise and will also he able to make certain improvemelits
h; otir buildings which should prove advantageous in increasing our volume
of sales.

For the purpose of this circular, conversion of German to United States
currency has been made at the rate of one reichsmark equals 23.8 cents,

Very truly yours,
ALFRED LroNHARD TIETZ.

28,000 AMERICAN SHARES, REPRESESTING 140,000 DrPoSITED SHARES 0F (C0MMON
Stock, HUNGARIAN GENERAL SAVINGs BNk (L)

(Magyar Altalanos Takarekpenztar R. T.
Ungarische Allgemeine Sparcassa A, (1)

CENTRAI UNION TRUST COMPANY OF NEW YORK, DEPOSITARY ; AMERICAN EXCHANGE
IRVING TRUST COMPANY, REGISTRAR

The American shares have been issued by the depositary under a (eposit
agreement, and ench American share represents five deposited shares of the
par value of 50 pengoe each. The deposit ngreement provides that subject to
all the provisions of the deposit agreement, after July 1, 1933, or such earlier
date as may be fixed by J. & W. Seligman & Co, and the bunk, American shares
may be exchanged for shares of the bank upon payment of all charges and ex-
penses; and that dividends received by the depositary on the deposited shares
after deduction of taxes, if any, will be converted into dollars and the proceeds,
less all charges and expenses, will be distributed to the holders of American
shares. Subject to all of the provisions of the deposit agreement and at the
times specified therein additional shares of the bank may be deposited in
exchange for American shares. No voting rights attach to the American shares,

We have been advised by Hungarian counsel that the shares deposited against
the issue of the American shares included in this offering are fully paid and
nonassessable ard that under present Inws there are no Hungarian taxes to
which holders of American shares will be subject.

Coples of the deposit agreement may he obtained at the offive of J. & Ww.
Seligman & Co., or John Nickerson & Co. (Inc.), or at the principal office of the
depositary.

Dr. Leopold Horvath, president of Hungarian General Savings Bank (Ltd.),
has summarized his accompanying letter as follows:

History and business~—Hungarian General -Savings Bank (Ltd.), established
in 1881, is one of the large banks in Hungary. Nine branch offices are main-
tained in Budapest and 23 in provincial towns in Hungary. No other bank in
Hungary has as mauy branches,

1i,
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The bunk carries on all the usual branches of commereial, savings, and
foreign banking, Like most continentul European banks, it has assisted in
the development of and has substantial investments in a number of financial
and industrial companies. A large business in mortgage loans is transacted
against which bonds are issued.

Growth.—Upon estublishment of the bunk in 1881 its capital and surplus
amounted to about $410,000 and increased to $7,700,000 in 1913, when deposits
were over $12,000,000. After the stabilization of the currency in 1925 following
the inflation period the bank resumed operations on a gold basis with a capital
and surplus of over $1,700.00 and deposits of over $5,250,000. [ts deposits are
now approximately $153,800,000.

Capital stock~—The hank has only one class of stock-—common stock of the
par value of 50 pengoe per share. There are now outstanding 400,000 shares
of which 140,000 shates are deposited under the deposit agreement against which
American shares are issned. The Hungarian shaves are listed on the Budapest,
Vienna, and Trieste Stock Exchanges and are dealt in on the London Stock
BExchavge., After having given effect to this financing the balance shect as of
December 31, 1928 shows capital and surplus of 83,037,008 pengoe, or $5.781.475.
This is egquivalent to $72.25 for each American share.

Dividends.~—The bank has an unbroken dividend record since its organization
in 1881. A cash dividend of 10 per cent was pnid for 1925, 12 per ceut for
1926, and 13 per cent for 1927 on the shares of the bank outstanding during those
periods. For the year 1928 the dividend was increased to 14 per cent or 7
pengoe per share. This dividend is equivalent to approximately £8.12 (before
deducting charges and expenses) per American share at par of exchange. The
American shares are entitled to the full dividend for the year 1929.

All conversions of pengoe to dollars have been made at par of exchange, or
$0.175 per pengoe, and of crowns to dollars at the rate of $0.20 per crown.

The legality of all proceedings in commection with the issue and deposit of
the shares of the bank and the issue of the American shares has bheen passed
upen by Messrs, Cravath, De Gersdorff, Swaine & Wood, New York City, who
bave relied upon the opinion of Dr. Akusius Vajda, of Budapest as to all matters
of Hungarian law. '

The Ametican ghares are listed on the Boston Stock Exchange.

Price on application.

(The information and statistics eontaine! herein are not guaranteed but have
been obtained from sources which we believe to be reliable.)

HUNGARIAN GENERAL SAVINGS BANK (L1.).
May 1, 1929,
Messrs, J, & W. SEvigsanN & Co., JoruN NickersoN & Co. (INc.).
GENTIEMENS With reference to the purchase by you of 140.000 shares of
commmon stock of Hungarian General Savings Bank (Ltd.) against which 28,000
American shares have been issued. I submit the following information:

HISTORY AND BUSINESS

Hungarian General Savings Bank (Ltd.), establixhed in 1881, is one of the
large banks in Huogary. Nine branch coffices are maintained in Budapest and
23 in provincial towns in Hungary. Practically all of the offices outside of
Budapest were acquired by merger with cxisting banks and are all being
operated profitably., No other bank in Hungary has as many branches.

The bank carries on all the usual branches of commereial, savings and foreiim
banking. no difference existing in Hungary between banks and savings bapks
in respect of business operations. Like most continental European banks. it
has assisted in the development of and has substantial investments in 8 number
of financial and industrial companies.

A large business in mortgage loans is trapsacted against which bonds arve
issued. Real-estate loans are based upon valuations made by independent
appraisers, and, under Hungarian law. can uot exceed 50 per cent of appraisal
values, The bank has never suffered o loss through failure of a lorrower io
pay interest or principal on any mortgage loan,

GROWTH

Upon establishment of the bank in 1881, its capital and surplus amounted to
about $410.000 and increased to $7,700,000 in 1913, when deposits were over
$12,000,000. Atter the stabilization of the currency in 1925 following the infla-
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tion period.the bank resumed operations on a gmld basis with a capital and
surplus of over $1,700,000 and deposits of over $3.230.0(m. Its depro~it= are now
approximately $15,800,000.

Mortgage loans outstanding amounted to approximuitel: S2.000.010 in 1904,
and increased to $22,000,000 in 1913. The mortgage loan business of the bank
was suspended during the inflation period and was not resumed until after
revaluation of the currency. Since that time a substantial expansion lias taken
place, the amount of mortgage loans outstanding having itireascd from only a
nominal amount in 1925 to $6,480,068 as of December 31. 1928,
in'l‘hsglfollowing figures indicate the growth of the bank =ince i1s organization

1 :

|
. e i s | Dividends
Capital [ 3 g fus ! De)osits (per cent)
' {
BRI RV, TSR i 414
2G40 522,700 4
1o, 2 . TRZT0) ¢ 7
ST 1,003,280 H
WM 1,825,832 7.2
JRELT 24sand 6
€L N T3Y, 200 w2
LBAL(B0 12,007,008 T4

Tl veoos

Following the fluctuations in the curreney during the inflation period in
Hungary, the bank resuimed operations on o gold basis as of Jaunary 1. 1923,

i Divi.
Year CoCypitd Rurilus Depesits ‘l(‘g:g‘
' cent)

SO OW FIR0W 35, 2N5,0v 1 10
L0220 $36. 30} X

o21MOEM 13,3 748 13
- $ BLATE 10416210 14

joss

tAfter having given effect to thiz financing.

CAPITAL STOCK

The bank has only onc elass of =tork. common <toak of the par vitlue of 50
pengoe per shuare, There are now outstanding 400.900 shares of which 140,000
shares ure deposited under the deposit agreement against which American
shares are issued. The Hungarian shares are listed on the Budapest. Vienna
and Trieste Stock Exchanges and ar - dealt in on the Loendon Stock Exchange.
- Upon_ the stabilization of the Hungurian currcnes after the war the hank
resumed operations on a gold basis and drew up an ~Jening balauce ~heet as of
January 1, 1925, based on a conservative revaluation of assets, After hoving
given effect to this finanecing the hulanee sheet as of Decer her 31, 1025, <hows
capital of 20.000.000 pengoe ($3.500.000) and surplus of 13.637,00 Jengop (32.-
281.475). or a total of 5,781,475, 'This is equivaient to $T2.23 for coch Ameri-
can share.

DIVIDENDS

The hank has an unbroken dividend record <imw ite orgunization in 1881,
A eash dividend of 10 per cent wias paid for 1925 12 per cent for 1926, and
13 per cent for 1027 on the shares of the bank »nrstarviing duringe thuse periods.
For the year 1928 the dividend was increased @ 12 per cent or ¢ pengoe per
share, Thix Jdividend is equivalent to approximareiy #8832 (before deducting
charges and expenses) per American share at par of exchange. The Amevican
shaves ure entitled to the full dividend for the year 1929.

Dividends are declared at the annual ~tockhelders” meeting which i~ usually
Lielid early tn ench ealemdar yeur, Dividends se declared are payable atter said
meeting, covering the preceding calendar year.

Balance sheet

The balance sheet of the bank as of Devemiwr 31 1428 after having given
effect to this financing was as follows:

'
a
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(Pengoe converted into dollars at par of exchange or $0.175 per pengov)

ASSETS

Cash on hand and in banks.. . e ———————— $3. 623, 750
Pension and benevolent fund InVeStMeNtS . o occccceece e 32, 137
Securities and miscellaneous investmentS_ . ..o oo __. 1. 508, 862
Loans and discounts..___ e ———————— 16, 748,635
Mortgage loans._... ot ———— e 6,450,068
Real e8tate- oo e ————— 502, 8548
23, 988, 308

Creaits guaranteed by customers .o 1. 762, 460

LIABILITIES

CapItal ;e ——————— 3. 00, QU0
Surplus. e e e e e 2,281, 473
Pensifon and benevolent fund________ e ——————————— 220,175
D PONIES e e e ———————————— 15, “4, 162
Cre OB e e e e e e e e ccccm e ——— 2.205. 078
Mortgage BONAS. - e e e c———— 2, 989, 14
Assigned mortgage loans oo e 1. 049, 453
Ttems in tranSit. o cmc————————— G, 735
Unclaimed dividends - e ———— e 1. 478
Undivided profitsa v 330, 608
28, 98X, 200

Guaranties on customers' behalf_______ .. _. 1. 762, 460

HUNGARY

Hungary has a population of over 8,000,000 and an area of 35900 square
miles. It is essentially an agricultural country, but rapid progress is heing
made along industrial and commercial lines.' The soil is very rich and on the
hasits of per acre production ranks among the most fertile in Europe, Large
exports of grain, flour, sugar, live stock, poultry and meat ure produced. The
principal industries include flour milling, distilling, manufacture of meat
paoducts, sugar, textiles, agricultural implement, machinery and electrical ap-
pliances.

Hungary has made rapid progress since the issuance in 1924 of the $50.000,000
international reconstruction loan. The budget has been balanced and the
currency stabilized since 1925. Savings bank deposits have increased over (W
per cent since 1925 and over 30 per cent during the last year. The National
Bank of Hungary. the central bank of rediscount, has a gold reserve of 47 per
cent us compared with 20 per cent required by law.

MANAGEMENT

The board of directors includes representatives of important European finan-
cial and industrial institutions.

Among the principal shareholders of the bank are Assfecurazioni Generali
(General Insurance Co.), Trieste, one of the oldest and largest European
continental insurance companies, Lazard Bros, & Co., (Ltd.), Vondon. and
Commercial Bank of Trieste. Trieste.

All conversions of pengoe to dollurs have been made ut par of exchange, or
$0.175 per pengoe, and of crowns to dollars at the rate of $0.20 per crown.

Yours very truly,
T.. HorvarH,
President, Hungarian General Savings Bank (Ltd),

Balance sheet

The following is a copy of the balance sheet issued by Hungarian General
Savings Bank (Ltd.), as of December 381, 1929,

ASSPTS )
Cash on hand and in banks.... - $2,120, 694
Pension and benevolent fund investments, 278, 220
Securities and miscellaneous investments. 2, 380, 419
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Loans and discounts. o e cmcmccccccmcan—— $16, 457, 638
Mortgage loans . 1,448,
Real estate. , 810
29, 286, 095
Credits guaranteed by customers $1,848,053.
LYABILITIRS
Capital - - 8, 500, 000
Surplus - - - 2, 301, 250
Pension and benevolent fund..._ O 281, 267
Deposits. --- 15,281,973
[0 00 171 o OO .930,
Mortgage bonds - -—- 3,820,595
Assigned mortgage loans. ecmmm——————— , 033, 097
Mortgage bonds drawn by lot. —— , 804
Items in transit. o oo e aee 591, 691
Unclaimed dividendS am e vccocimemvicamvcmmaca e 2,648
Profits - ——— 541, 658
29, 286, 093

Guaranties on customers' behalf $1,848,053,

(Pengoe converted into dollars at par of exchange or $0.1750 per pengo.)

For the yvear ended December 31, 1929, a cash dividend of $6.09 per American
share was paid on April 2, 1930.

(The list and summary of J. & W. Seligman & Co.’s participation
in foreign issues are here printed in full as follows:)

Summary
. Retired by Total gross
boroj| Princlpal | sinkingfund | ngouniiion | profitetd.
amou . W -
issues demption outstandlog | may e Co.
Business originated ........... 131 $144,958,000.00 | £6, 788, 420. 00 |$138, 180, 580.00 | $1, 003, 162. 51
Members of original group ... 1 83,000,000.00 | 63,83¢,000.00 | 10, 164, 000.00 116,371.15
4 227,058,000.00 | 70, 604,420.00 | 157,353,580.00 | 1,119, 563.66
Members of appearing group. .. 17 | 1,288,494,000.00 |... . 201, 702.01
41 | 1,5168,452.000.00 |.cccunnoimonces]onionnimnianenn 1,321, 265.67
Latin America Europe
 um. | Principal | NUTS ! Principal
i ISS‘;lgS{ i amount ?f‘l;xgs' . amount
! | e ea
Business originated L8| $12%,233,000 4 $16,725, 000
Members of original group.. Lt 2 22, 000, 000 9 61, 000, 000
Members of appearing group ! 3 ' 77,085, 000 12 991, 429, 000
oM I 227,268,000 | 25 1,000,154,000
Japen Totals
Num Num
Principal Principal
?:sl;xgsf amount tl’;’s'ugs‘ amount
Business originated.._...... 13 $144, 038, 000
Members of original group, 11, 83, 000, 000
Members of appearing group... 17 ! 1,288, 464, 000
2|  220,000000 41 ; 1, 516,452, 000
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Gross spread on ixsues originated by J, & W. Seligman & €0, and in which they
were members of original 9roup

. Principal Y Ghoss

Name umit{uunet of j Points | spread

e+ e = [ OO .
Province of Lower Austria £2,000,000 | 115 $250, 000
Dept. of Cauca Valley 2,500,000 ¢ 13.0 325,000
Do. 1,500,000 ¢ 8.0 120, 000
1,500,000 ¢ 8.5 , 500
$,000,000 , 7.5 600, 000
15,000,000 } 6.5 475,000
50,000,000 ; 5.5 2, 750,000
35,000,000 ! 5.0 » 750, 000
1,500,000 | 6.5 97, 500
Mortgage Bank of Y'u 12,000,000 i 5.0 , 000
Mortgage Bank of Bogota. 3,000, 000 4.5 135,000
Department of Cundinamarca .| 12,000,000 5.0 600, 000
City ol Copenbagen..ceeceane.e. .l 15,000,000 3.5 325, 000
City of Rl ........ 13,000,000 7.5 975, 000
Fried, Krupp.. .} 10,000,000 4.125 412, 500
Cunsrd Steamsh 7,300,000 1.5 112, 500
Leonhard Tietz (In 3,000,000 | 14.0 20, 000
Berlin City Eleetric C 1, 000, 000 | 2.731 27,310
) 2 7 T, 2,000, 3.9135 8,290
Republic of Cuba ... 9, 000, | Tz 100, 450
Cunard Steamship Co ......c..... 2, 500, WO 1,375 34,375
Mortgage Bank of Venetian Provinces 5,000,000 | 5,75 287,500
lMlenic Republic. , 500, .75 56,250
............ 7,500, 000 .75 56,250
227,000,000 |...ccee.-- 11, 305,935

Average spread 5.02,

Foreign bonds in default in the issuance of which J. & W. Seligman & Co,

riioipated
ba P Prineipal Amount
Outstanding
January 1, 1932

Republic of Bolivia external 26-year secuved refunding 8 per cent

loan of 1922-24 (due May 1, 1947) __ $22, UT2, YUV
Province of Calluo, Peru, guaranteed and secured ~inking fund

7% per cent gold bonds of 1927 (due Jan. 1, 944) _____________ 1, 184, 000
Republic of Peru. secured sinking fund gold 7 per cent loan of

1927 (due Sept, 1, 1959) 14, 357, 300
Republic of Peru, Peruvian national loan, 6 per cent extel nal

sinking fund gold bonds, first series (due Dec. 1, 1960) __.._____ 48, 383, 000

Republic of Peru, Peruvian national loan, 6 per cent external
sinking fund gold bonds, second series (due Get. 1, 1961) :

Dollar bonadS. a e - 24, 465, 50
Sterling bonds (£1.958,200) .- 9, 529, 580
120, 000, 530

Banking credits granted to foreign goverimenis

Repulilic of Peru:

Date granted_ ... .. May 1., 1930,
Principal amounto .. _.___. $1, 520, 000. (0
Liguidated to date 389, 349, H2
Principal amount now outstanding 1, 130, 6530, 48
J. & W. Seligman & Co’s net participation in principal

amount now outstanding. ——— 343, 955, 76

L]
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J. & W. Seligman & Co. participations in foreign issucs 1929 to 1931, inclusive
ISSUES ORIGINATED BY J. & W. SELIGMAN & CO.

ternal 713 per cent gold lcan of

{ Lisman & Co,

! ' i
i ! Origi- ’
Dateofissue | Amount | Name of isste ',‘e“,'lgg ; Offering made by—

‘ ! price I
! t
. .'“'

January, 1926.-! $2,000,000 | Province of Lower Austria ex- 9814 J, & W, Seligman & Co.; F. J.
!
i

Qctober, 1926...
1
December, 1026

Do.........

March, 1827....( 15,000,000

April, 1027..... .| 12,000,000
May, 1927...... 1, 500, 000
|
July, 1927...... 1, 500, 000
December, 1027 3,000, 000
Do.cecanns| 50,000,000
June, 1928...... « 12,000,000
October, 1928...] 25,000,000
£2. 000, 000
December, 1928 128,000
1)

I

2, 500, 000 Denartment of Cauca anley

(Columbia) 20-year 714 per
cent secured sinking fund gold

bonds, 1946,
1,500,000 , Housim.' & Realty Improvement

Co. first mortgage 20-year sink-
ing fund 7 per cent gold bonds.

8, 000, 000 | : : Republic of Costa Rica external

secured sinking fund 7 per cent
gold bonds, 1926, .

Republic of Peru secured ¢ per
fgg’} sinking fund gold bonuls,

State Mortgage Bank of Yugo-
slavia secured 7 l)er cent sink-
ing fund gold honds.

Province of Callao, Peru guar-
anteed and secured sinking
l(ug& )7'9 per cent gold bonds

Department of Cauca \‘nlley
additional issue 20-year 7}
per cent secured sinking lnnd
gold bonds (1946).

?\Iormage Bank of Dogota 20

'ear ¢ per cent sinking fund
szolrl bonds, issue of October,

Re ublic of Peru, Peruvian na-

tional loan 6 per cent external
sin:ﬂng fund gold bonds, first
series.

Department of Cundinamarca
(Republic of Colombia) exter-
nal secured 6}% per cent sink-
ing fund golri bonds, 1928,

Republic of Peru, Peruvian na.

tional loan, 6 per cent external
\Inklng fund gold bon, sec-
ond series due Oct. 1, 1961,
Hungarian General =avings
Bank (Ltd).

98

o1

85

0834} J. & W Sellgman & Co; Baker,

Kellogg &

H
i
:

. & \\' Sel{gman & Co,; E. I,
a Sons; Foreign
r de Securitles (Ltd.).

95'é J. &i\\ Seligman & Co.; Blyth,

Vitter & Co. Marshall Field;
(tlore, Ward & Co.; F.J, Lis.
ma({l & Co; llemplnll. Noves

&
9618 J. & W, Seligman & Co}j The

National City Co.;

& Sons; - Graham,

Pnr<on< & Co; F. 3. Lisman
; Ames, Fmerich & Co.

2 ~J & \\ aellgman & Co.; Dil-
. lon, Read & Co.
i 99 i J. & W. feligman & Co.; Hun-
ter, Dulin & Co.; AlvVin 11
Frank & Co.
98 1J. & W, \ellgmun & Co. Bae
» Ker, Kellogg & Co.
,
i
9215 J, & W, Seligman & Co.; Cen-
. tral Trust Co. of Hlinofs.
i
o115 J. & W. Neligman & Co.; The

\auonnl City Co.; Blyth,
! Witter & Co.; The Guaranty
 Co.ofN.Y,; F.J. Lisman &
i Co; Central Union Trust

i Co,
9315’ J. & W, Seligman & Co,; E. .

| Rollins & Sons; Redmond &
{ Co.; Graham, Parsons & (o,

J. & W, Seligman & Co,; The
Natlonal City Co.. Blyth,
Witter & ( o Guaranty Co.

of N. Y.; F.J. Lisman & Co.;
Ceniral (,nlon Trust Co,

J. & W .Seligman & ('o,; John

Nickerson & Co. (Inc.).

ISSUES ORIGINATED BY OTHERS IN WHICH J.
PATED IN ORIGINAL UROUP

& W. SELIGMAN & CO. PARTICI-

August, 1919...

April, 1022.....

N

$15,000,000 | City of Copenhagen External

514 per cent loan of 1919,

13,000,000 | City o( Rio do, Janeiro 25-yvear

8 per cent_external secured
slnklng fund gold bonds, 1847,

! American shares rep

140,000 deposited shares of

0346

103

Brown Bros. & Co.; J. & W.
Seligman & Co.; Lee, Hig-
ginson & Co.; Wi, A, Read

& Co.
Blair & Co. (Inc); 3 &
Seligman & C ’hite.
\\’eld & Co,; E. II. Rolling
& Sons; Halsey, Stuart &
Co.. Cassatt Co.; The
nion _Tru: t Co. (Cleve-
Iand), Illinols Trust & Sav-
ings Bank (Chicago); Mer-
cantile Sccurities Co. (San
Francisco); Bank of Italy
(8an Francisco); First Secu-

rities Co. (Los Angeles).

stock.
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J. & W. Seligman & Co. participations in foreign issues 1929 to 1931, incluxive—

Continued

ISSUES ORIGINATED BY OTHERS IN WHICH J. & W, SELIGMAN & CO. PARTICI-
PATED IN ORIGINAL GROUP—Continued

Oﬂgl-
nal ofs
Date of issue Amount Name of issue lgulng Offering made by—
rice
December,1024.] $10, 000,000 Frled Kn.igp Aktiengesgllscha(t 294 Gold:lxaan& Sachs & Co.; White
Tup|

November, 1925,

January, 1928..
Fehruary, 1926. 3,000, 000

July, 1827...... 9, 000, 000

November, 1827. 2, 500, 000

Do...ouve-. 5, 000, 000
May, 1930...... 7, 500, 000
Aprll, 1831..... 7, 500, 000

'

f

7,500,000 °

3,000,000

3 7 per
cenv. merchandise secured gold
dollar notes.

Cunpard Steamship Co., 5 per
cent external gold notes.
cent External gold notes,
Leonhard ‘Tietz  Aktiengesells
schaft (Leonhatd Tictz (Ine.))
20-year (closed) mortgage gold

7448,
Berlin City Electric Co. 635 per
cent notes.

Republic of Cuba serial 5% per
cent geld bonds.

The Cunard Steamship Co.
(Ltd.) 2-year 414 per cent ex-
ternal gold notss.

Mortgage Bank ol the Venetlan
Provinces 25-year 7 ])e
oxternal secured sink ng tund

old bonds, 8
ic Republlc l-)ear 534 per
reasury notes due May 5,

Beuenic Republic 1.year 634 per
cent treasury notes due May 5,

3

)

@)

@)

95

“
0934

Co.; Hallgarten &

Co.; Lehman’ Bros,; J.
Sellgmsn & Co.: Halsey,
Stuart & Co.; l{lexnwon.
Sons & Co. (Lond on).

Brown Bros. & Co,; J. & W,
8 Whlte.

& Co
(ioldman,
& Co.; Hallgarten &

Brown Bros. & T & W,
Seligman_ & Co .;  White,
Weld & Co,

F. H. Rolling & Sons; J.& W
Seligman & Co,

Spoyer & Co.; J. & W.
foan & Co. National clijz‘}

Co.
Speyer & Co.; J. & Selize
gan & Co, Natlonal City
0.

ISSUES ORIGINATED BY OTBER% I\I \\ H CHJ. & W

ARING GROUP

, SELIGMAN & CO. PARTICIPATED

February, 1919,

QOctober, 1919...

September, | 100,000,000
1920.

May, 1921...... 100, 000, 000

Junpe, 1022...... 24, 000, 000

onds of
101, 620, 900 | Un{lt]ed Kd

$28, 179,000 l Unlted Kingdom of Great Brit-

ain and Ireland enernal gold
er cent loan of

5% p 19.
148,379,100 ; United Kingdom of Great Brit-

ain and Ireland 10-year 6%
er cent convert’ble gold

1

ingdom of Great Brit-
and Ireland 3-year 5}%

per cent convertib}~ gold notes

1922,

Republic of France 2 «year sink-
ing fund external 8 per cent
loan of 1920,

Republic of France 20-year ex-

ternal 734 per cent loan of 1821,

Republic of Bolivia external 25-
year secured refunding 8 per
cent loan of 1922-1924,

101

08

9614

100

95

101

197 with warrants tgs ;}mrchase 15 shares common at 26 $1,000 bonds.

12.year, 89; 3-yoar,
L ’l‘o yield 8,25 per cent,
¢To yleld 534 per cent,

J. P. Morgan & Co. and 1
others (J & W, Selisman&

C 0. 7t!

3. P. Morgan & Co. and 3
othera (J & w. Sellgman &
Co, 17th),

J. P. Morgan & Co, and 34
%thers (J) & W, Seligmsn &

I, Morgen & Co. and 38
othe;?"(l). & W. Seuuman &

J. P, & Co,
s():the{s (.r & w. Selixman &

0th).

Spencer Trask &
P able Trust Co.; Stlleng
!aus Investment Co.; Hsll~

& ¢
nicutt & Co.,.f & W, gelig:

man & Co.
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J. & W. Seligman & Co. participations in foreign issues 1929 to 1931, inclusive-—
Continued

ISSUES ORIGINATED BY OTHERS IN WHICH J. & W. SELIGMAN & CO. PARTICI-
PATED IN OFFERING GROUP-—Continued

Origi-
nal of-
Date of issue Amount Name of issue let}ng Offering made by—
price
]
]
Junpe, 1022...... 000,000 | Kingdom of the Serbs, Croats, 9544 | Blalr & Co. (Inc.); E, H, Rol-
’ $25,000, N angd Slovenes secured external lins & Sons; Cassatt & Co.;
gold 8's of 1922, ). & W, Seligman & Co.;

Kissel, Kinnicvtt & Coi;
Redmond & Cc.; Bonbright

! & Co.; West & Co.; Unlon

i Terust Co. (Clovelané).
January, 1923..| 50,000,000 | Republic of Cuba external 30- 0935| J. P. Morgen & Co.; Kuhn,
year sinking fund 53 per cent Loeb & Co.; National City
gold bonds of 1923, Co.; QGuaranty Co.; Bankers
Trust Co.; Harrls, Forbes &
Co.;3. & W, Seligman & Co.;

Dill'on, Read & Co.
June, 1823...... 25,000,000 | Republic of Austria guaranteed 60 J. P. Morgan & Co. and 42
7 per cent gold bonds of 1923, (ghe;gtg). & W. Seligman &
[

February, 1024.| 150,000,000 | Empire of Japan 30-year 6% per | 9234} J. P. Morgan & Co. and 40
cent sinking fund gold bonds %v.herstg;)‘. & W, Seligman &

of 1924, 0. 27th).
August, 1024.... 3,065,000 | Republic of Bolivia external 25- 93 | Spencer Trask & Co.; Equit-
year secured refunding 8 per able Trust Co.; Stifel-Nico.
cent loan of 1922-1924, laus Investment Co.; Halsey,
Stuart & Co.; E. H. Rolling
& Sons; Kissel, Kinnicutt &
Co.; J. & W, Seligman & Co,
October, 1924...] 110,000,000 | German Government external 7 92 |J. P. Morgan & Co. and 51

-~
-

loan of 1924, 1929, '%tg'egs Zn(;) & W, Seligman &

November, | 100,000,000 | Republicof France 25-year sink- u |1 P Morian & Co. and 44

1924, ing fund external 7 per cent others (J. & W, Seligman &
old loan of 1924, Co. 31st).

¥

Nlo 9‘3759111 ber, | 100,000,000 | Kingdom of Italy external 7 ;;et 94151 3. P, Morgan & Co. and 32

cent gold loan of 10925, (()}thegtg) & W. Seligman &
0. .

Aprll, 1928. ... 55,000,000 | Kingdom of Denmark 34-year 95 | Guaranty Co. of New York
434 per cent external loan gold and 13 others (J. & W, Selig-
bonds. man & Co. 9th),

June, 1928...... 70,000,000 | Tokyo Electric Light Co. (I.td.) 90%) Guaranty Co. of New York

. first mortgage gold bonds, ¢ and 29 others (J. & W, Belig.
per cent dollar series duo 1953, & Co. 14th),

June, 1030...... 98,250,000 | German Government interna- 90 | J. P. Morgan & Co. heading
tional loan 1030 534 per cent 35- group of 45 houses (J. & W,
year gold bonds, Seligman & Co. 22d).

Contracts and other documents requested by the committee are
printed in full as follows: '

J. & W, SELlaMaN & Co,,
New York, January 16, 1932.
Hon. Reep SMmoorT,
Chairman Committee on Finance,
United States Senate, Washington, D. C.

My DEeAr SExaTOR: In my letter of January 12, 1932, with which I returned
to the clerk of your committee the corrected transcript of the testimony of
Mr, Strauss and myself, given hefore your comnmittee on January 8, 1932,
1 stated that I would wish to clarify certain passages in the testimony and
correct certain statements, and also that I would furnish certain additional
information and documents. We huave assembled, and I am inclosing here-
with in exhibit form, the information and documents which I understand your
committee desired, accompanied by explanatory memoranda, The above-
mentioned clarifications and corrections are all set forth either in the respec-
tive explanatory memoranda, or at the end of this letter under the heading
of * General.” .

For convenience, I am listing by countries and numbering consecutively the
exhibits referred to above:

92928—32—pT 3——7
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CoLoMBIA
MORTGAGE BANK OF BOGUTA

Exhibit 1.—Memorandum, with copy of letter and form of releaxe attached
thereto, with respect to the commission paid to Antonio Borda in cohnection
with the Mortgage Bank of Bogota 7 per cent sinking fund golit bonds of 1047,

DEPARTMENT OF CAUCA VALLEY

Erhibit 2—Memorandum, with coples of letters and receipts attached thereto,
with respect to the commissions paid to Phanor J. Eder in connection with the
Department of Cauca Valley, Colombia, 7Tl% per cent gold honds of 1946,

DEPARTMENT OF CUNDINAMARCA

Ezhibit 3—Memorandum, with a copy of a letter attached thereto, with re-
spect to the commission paid to Antonio Borda in conunection with the Depart-
ment of Cundinamaren, (olombia, external secured 6814 per cent sinking fund
gold honds of 1959,

C'ostA Rica .

Exhibit j—Memorandum, with a copy of a letter attached thereto, with
respect to the commission paid to F, J. Alvarado in connection with the Repub-
lie of Costa Rica external secured sinking fund 7 per cent gold houds of 1051,

PERU
TORACCO AND NATIONAL LOANS, FIRST AND SECOND SERIES

Exhibit 5—Copy of the bond-purchase agreement, dated March 15, 1927,
hetween Republica del Peru and J. & W. Seligman & Co. and F. J. Lisman &
Co., in connection with the secured 7 per cent sinking fund gold bonds of 1959
(tobacco loan). .

Exhibit 6—Copy of the trust agreement dated as of March 1, 1927, between
Republica del Peru and Central Unfon ‘Trust (o. of New York. trustee, pur-
suant to which the secured 7 per cent sinking fund gold bonds, 1927, were
issued.

Echibit 7.~-Copy of the bond-purchase agreement, dated December 19, 1927,
between Republica del Peru and J. & W. Seligman & Co. and the National
City Co, in connection with first series honds of the I’eruvian national loan.

Exhibit 8,—Copy of the Peruvian national loan fiscal ageney and loan agree-
ment, dated as of December 1, 1927, between Republica del Peru aml J. & W.
Seligman & Co. and the National City Bank of New York.

Ezhidit 9.—English translation of agreement, dated December 29, 1927,
between Republica del Peru and Caja de Depositos y Consignaciones, with
intervention of J. & W. Seligmun & (‘0. and the National City Bank of New
York, fiscal agents, providing for collection by or deposit with (‘aja de De-
positos y Consignaciones and application of revenues of the Republic pursuant
to Law No. 5931,

sehibit 10.—Bond-purchase agreement dated October 1, 1928, between Re
publica del Peru and J. & W. Selizman & Co. and the National City Co. in
connection with second series bonds of the Peruvian national loan.

Erhibit 11—Copy of agreement, dated October 1, 1928, supplemental to
Peruvian national loan fiscal agency and loan agreement, between Republica
del Peru and J. & W. Seligman & Co. and the National City Bank of New York.

Erhibit 12.—English translation of supplemental revenue collection agree
ment, dated October 22, 1928, between Republic of Peru and Caja de Depositos
y Consignaciones, with intervention of J. & W. Seligman & Co. and the Na-
tional City Bank of New York, fiscal agents,

Erhibit 13.—Memorandum, with copies of letters, memoranda. receipts, re-
lenses, and indemnifying agreement, all with respect to the commissions paid
to Haroid Bolster, and/or Harold Bolster & Co., and to Madge Kennedy Bolster,
individually and as executrix of the estate of Harold Bolster, Juan Leguia, and
Thomas V. Salt, in connection with the tobacco loan and I’eruvian national
loan, first and second series,

Erhibit 1)—Memorandum, witl. attached transeripts or accounts of Juan
Leguia with J. & W. Seligman & Co.

\
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PROVINCE OF (CALLAO, PERU

Exhibit 15—Copy of bond-purchuse contract, dated April 25, 1927, between
Province of Callao, Peru, and Alvin H. Frank & Co.

Ezhibit 16.—~Copy of contract of issue of bonds, trust and fiscal agency
agreement, dated April 25, 1927, between Republie of Peru, Province of Callao,
and Alvin H, Frank & Co., and copy of acceptance of trusts and fiscal agency,
dated April 25, 1927, by Central Union Trust Co. of New York, trustee, and
J. & W, Seligman & Co., fiscal agent, respectively.

Exrhibit 17-~-Memorandum, with copies of letters, receipt, statement, und
night letter, with respect to the commission paid to George A. Helfert, and fee
for legal services pald to Peruvian counsel, a Doctor Gallagher, in connection
with the loan to the Province of Callao.

JUGOSLAVIA

Eohibit 18.—Memorundum, with copy of cable attached with respect to the
commission paid to Muare Wilenkin and Nicholas Kagan, in connection with
the State Mortgage Bank of Jugoslavia, 7 per cent secured sinking fund gold
bonds of 1957.

GENERAL

Exhibit 19.—Copy of a typical letter to the Department of State with respect
to the proposed purchaxe of an issue of foreign bonds, the particular letter
given being a letter from our counsel to the Department of State, dated April 4,
1927, with respect to the State Mortgage Bank of Jugoslavia $12,000,000
secured 7 per cent sinking fund gold bonds, 1957,

20. On page 911 of the transcript of testimony, from line 17 through line 11
on page 912, the testimony, as I reread it, indicates a confusion in my mind
as to the point upon which Senutor Johnson was interrogating me, and 1 wish
to substitute the following for my testimony therein recorded:

I understand that it has, for many years, been the custom in the several
financial centers of the world, such as London, Paris, and Amsterdam, for the
bankers who handle issues of foreign governments or corporations to pay
commissions to intermediaries who bring to their attention such financing
 whenever, following the introductions by such intermediaries or as a result of
their assistance in the negotintions, the bankers consummate an isswe. I
further understand that this custom also obtained in the New York market
after the war, when numerous bond issues of foreign governments and cor-
porations were being offered to the public here; and that it was quite usual
for the banking houses who bought such loans from the borrowers and offered
them to the public to pay n commission to such intermediaries. Whether or
not such commissions were paid in connection with all such foreign bond
lssues, I can not, of course, say. However, my understanding of the custom
prevailing at the time is that such commissions were paid more often than not.

21, In my testimony (p. 886, line 21 to p. 887, line 23), the chairman asked
me whether we had often paid a commission as high as one-half of 1 per
cent of the principal amount of a foreign bond ixsue, and I said that so far as I
recalled one-half of 1 per cent was the highest commission we had paid. I
would like to correct and amplify that testimony as follows:

I find on consulting our records that as a matter of fact we paid a commis-
sjon just or nearly as high, namely, one-half of 1 per cent in the case of the
bond issue for the Stute Mortgage Bank of Jugoslavia, the bond issue for the
Province of Callao, and the hond ixsue for the Republic of Costa Riea; and
that we paid a higher commission, namely, 1 per cent in the case of the
Cauca Valley bond issues. 1 think it fair to say, however, that in general
we endeavored to limit the commission to intermediaries to not exceeding
15 per cent of the net originating profits made by ourselves and our asso-
clates who purchased and offered the bond issues, which in the ordinary
ease resulted in a commission of less than one-half of 1 per cent of the prin-
cipnl amount. “ Net originating profits” in this connection mean the prof-
its made by the group which purchases an issue between the purchase price
and the first step-up price, namely, the price at which the first additional
group is formed to take over the liability from the original purchase group.

22, In the first nine lines on page 923, the implication might be drawn that
some of the proceeds of the bond issue for the Province of Calluo had been
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applied to the construction of the mew docks in Callao Harbor, which were
constructed by the Frederick Snare Corporation. Such an implication would
be an error, because, 80 far as we know, no proceeds of the Province of Callao
loan were so applied. The sums applied to the construction of the Port of Callao
docks, under the Snare contract, came from the proceeds of the Peruvian na-
tional loan, first and second series, and from the proceeds of a six months’ bank
credit to the Republic of Peru made by J. & W. Seligman & Co., the National
City Bank, the Central Hanover Trust Co., Guaranty Trust Co, and F. J.
Lisman & Co. in the spring of 1830.

A duplicate of this letter and of all of the enclosures are enclosed herewith
for the use of Senator Johnson,

Sincerely yours,
Heney C. BRECE.

Exursir No. 1
JANvUARY 16, 1932,

MEMOBRANDUM
MORTGAGE BANK OF Bogora 7 Pern CENT SINKING Funp GoLp BoNDs oF 1847

This business was brought to the attention of J. & W, Seligman & Co,, by
the Central Union Trust Co. of New York, to which the business was brought
by Mr. A. Borda, a citizen of Colombia. ‘The total amount of comimission
paid to Mr. Borda was $3,000. As the arrangements with Mr. Borda were
made by the Central Union Trust Co. of New York, all documentary evi-
dence in connection therewith would be at the Trust Co.

Attached hereto are copies of the following:

(e@) Letter dated March 19, 1928, from J. & W. Seligman & Co. to Central
Union Trust Co. of New York, enclosing a check for $3,000 in paywment of the
above commission.

(b) Form of release to be signed by Mr., Bordu inclosed with above-men.

tioned letter.
Maron 19, 1928,
CentrAL UnioNn TrusT Co.,
New York.
(Attention Mr. Whittlesey.) .

Deag SIR8: We hand you herewith our check for $3,000 to your order for
credit to Sefior Antonio Borda representing commission due him for services In
connection with the purchase ot Banco Hipotecario de Bogota $3,000,000 20-year
7 per cent sinking fund gold bonds, issue of October, 1927, )

You will recall that in your letter to Sefior Borda under date of December 19,
1927, he was guaranteed a minimum commission of $3,000 in the event that the
commission originally agreed upon of 15 per cent of the net underwriting profit
should prove to be less than that amount. The net underwriting profit was not
great enough to bring to Sefior Borda an increase over and above the minimum
guarantee.

We attach hereto two copies of a release which we would thank you to have
executed in duplicate returning one copy to us for your files.

Yours very truly,
J. & W. SepieMan & Co.

I hereby acknowledge recelpt from Central Union Trust Co. of New York of the
sum of $3,000 as compensation for my services in connection with the issue and
sale of $3,000,000, principal amount, of Mortgage Bank of Bogota 20-year 7 per
cent sinking fund gold bonds, issue of October, 1927,

In that connection I hereby release Central Union Trust Co. of New York
and all persons, firms, and corporations associated with it in the creation, pur-
chasing, or selling of sald issue, from any and all claims whatsoever for com-
pensation or otherwise in connection with the negotiation, creation, purchase,
and sale of said issue, whether made by me or by any person, firm or corpora:
tion claiming through or under me,
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! ' ExHiBIT No, 2

JANUARY 16, 1932,

MEMORANDUM-—DEPARTMENT OF CAUCA VALLEY, COLOMBIA, 71 PER CENT
GOLD BONDS OF 1046, FIRST ISSUB, $2,600,000 AND SECOND ISSUD, $1,600,000

This business was brought to J. & W. Seligman & Ce. by I'. J. Eder, a lawyer
in New York. In testifying before the Finance Committee of the Senate (pp. 802
and 906 of the transcript) Mr, Henry C. Breck erroneously stated that Baker,
Kellogg & Co. brought this business to J. & W. Seligman & Co. His testimony on
this point should be amended accordingly.

Attached hereto are copies of the following: ]

Ed(a) Letter, dated February 18, 1926, from J. & W. Seligman & Co. to Mr,
er,

(b) Letter, dated February 19, 1926, from Mr. Eder to J. & W. Seligman & Co.

(c) Receipt for $27,000 principal amount of 734 per cent Cauca Valley bonds,
dated October 15, 1926, and signed by Mr. Eder.

(d) Letter, dated August 22, 1927, from J. & W. Scligman & Co. to Mr. Eder,

(e) Letter, dated August 22, 1927, from Mr. Eder to J. & W. Seligman & Co.,
acknowledging receipt of $15,000.

From the foregoing correspondence, it wiil be noted that it was agreed that
Mr. Eder should receive commission of 1 per cent (1 point) of the principal
amount of the bonds issued in consideration of bis having brought the business
to J. & W. Seligman & Co. Total commissions paid to Mr. Eder amounted to
$27,000, principal amount, of 7% per cent Cauca Vailey bonds (which had a
market value of approximately $25,000, at the time of delivery), on the first
issue, and $15,000 in cash on the second issue. While the letter of February
18, 1926, stipulated that all commissions were to be paid in cash, the commission
on the first issue was paid and accepted in bonds.

FEBRUARY 18, 1026,
P. J. Epeg, Esq.,
Messrs. HARDIN & HEss,
New York,
(Re Department El Valle Del Cauca.)

Dear Sir: We refer to your letter to us dated February 1, 1926, in the
above matter.

As we stated to you in our reply, our understanding of your commissions
was different from that expressed in your letter, as we have since discussed
with you. This is merely to record our present understanding, namely, that
you are to receive a commission of one point in cash on the first $2,000,000,
of bonds purchased and, if the option for the remaining $2,000,000, is later
exercised, a commission on such remainder of one point in cash.

Yours very truly,
J. & W, SELigMaN & Co.

HarpIn & HEss,
New York, February 19, 1926.

El. VALLE DEL CAUCA

J. & W. SeELieman & Co,
New York.
GENTLEMEN : This is to acknowledge receipt of your letter dated February
18th, and to express my conformity therewith,
Yours very truly,
P. J. Ener,
Receipt acknowledged by the undersigned from J. & W. Seligman & Co. of
$27,000 principal amount of 7% per cent 20-year secured gold bonds of depart-
ment of Cauca Valley, due October 1, 1046, in full ~ettlement of commissions due
the undersigned and associates. in respect of the fssue of $:2,500,000 principal
amount, of such bonds this day delivered, pursuant to the letter of J. & W.
Seligman & Co. to the undersigned, dated IPebruary 18, 1026, and his confirma-
tion, dated February 19, 1926, or otherwise.
PHaxNor J. Eper,
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Avaust 22, 1927
PHANOR J. EDER, Esq..
New York,

DEAR Sir: We inclose herewith check to your order for $15.000 in full and
final settlement of nll commissions due you in accordance with our letters dated
February 18, 19, 1926, relating to issue of 7% per cent secured sinking fund gold
bonds of department of Cauca Valley, maturing 1946.

Please acknowledge rece pt.

Very truly yours,
J. & W. SerigmMan & Co.

HaroiN, Hess, EpeR & FRESCHI,
New York, August 22, 1927,

J. & W. SEuteyan & Co.,
New York Cit).

GENTLEMEN : I ucknowledge receipt ¢f your letter of August 22 inclosing
cheque for $15,000 in full und final settlement of all commissions due me in
connection with the issue of 715 per cent secured sinking fund gold bonds of
department of Cauea Valley.

Dlease aecept my thanks,

Very truly yours,
P. J. EpEr.

ExHiBIT No. 3

MEMORANDU M-—DEPARTMENT OF CUNDINAMARCA, COLOMBIA EXTERNAL SBECURED 6%
PEBR CENT SINKING FUND GOLD BONDS OF 1054

JANUARY 16, 1932.

This business was brought to the attention of J. & W. Seligman & Co. .y
Central Union Trust Co. of New York. to which the business was brought by
Mr. A. Borda, a citizen of Colombia. It was agreed that Mr. Borda's commis-
slon was to be 15 per cent of the net originating profits of the original group.
As the arrangements with Mr, Borda were made by Central Unfon Trust Co.
on behalf of the original group, all documentary evidence in connection there-
with would be with the trust company.

Attached hereto is copy of letter dnted October 5, 1928, from J. & W, Selig-
man & Co. and E. H. Rollins & Sons, managers for the orviginal purchase group,
to Central 'n‘on Trust Co, of New York, forwarding a check of $33,981.64 in
payment of Mr. Borda's commission,

OcTOBER 5, 1928,
CENTRAL UNiON Trust Co. oF NEW YORK.
New York City.
(Attention of Mr, Whittlesey.)

Dear Sirs: We refer to our conversutions held at the time of the initiation
of the negotiations for the department of Cundinamarca 6% per cent lean, in
the course of which you informed us that a commission of 15 per cent of the net
originating profits was payable by you to certain intermediaries, such commis-
sion being the only one payable by us in connection with the business. We now
hand you check to your order for $33.981.64 in payment of such commisston.

The net originating profits before deducting the ahove commission amount to
$226,544.27. Charges against the profits included one of $15,000 made to set up
a contingent reserve for possible future expenses, such as the cost of preparing
and authenticating the definitive bonds. In due course a statement of the re
serve account will be rendered and n check for 15 per cent of the balance
remaining therein, if any. will be mailed to you.

Yours very truly,
J. & W. SELieMAN & Co.,
E. H. RoLLINS & Sons.
Managers.
By J. & W. SeLieMaN & Co,
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Exuisit No. ¢

MEMORANDUM—REPUBLIO OF COSTA RICA EXTERNAL SECURED BINKING FUND 7 PER
CENT GOLD BONDS OF 1951

JANUARY 16, 1032,

In testifying before the Finance Committee of the Senate (pp. 888, 889, and
891 of the transcript), Mr. Henry C. Breck stated that he was under the impres-
sion that F. J. Lismap & Co., who were members of the original group which
offered the $8,000,000 loan, had made arrangements for the payment of an inter-
mediary commission to Mr, F. J. Alvarado, of Costa Rica, of about $25,000.
Upon later examination of the flles it appears that this loan had no connection
with the previous offer which had been made to the Republic of Costa Rica by
J. & W. Seligman & Co. and F. J. Lisman & Co., but was brought to the atten-
tion of J. & W. Seligman & Co. by Central Union Trust Co. of New York, who
pegotiated the loan on behalf of the original group through a Mr, F. J. Alvarado,
a citizen of Costa Rica. As the arrangements for the comnission were made by
Central Union Trust Co. 6f New York, all documentary evidence in connection
therewith would be in their files, The amount paid to Mr. Alvarado pursuant
to previous agreement was $38,677,46, and this amount represented the commis-
sion and expenses of Mr, Alvarado. Mr, Breck’s testimony should be corrected
accordingly.

Attached hereto is copy of a letter dated March 21, 1927, from J. & W. Selig-
man & Co. as syndicate managers to Central Union Trust Co. of New York,
inclosing the former's check for $38,677.46.

MarcH 21, 1927,
CEXTRAL UNION TRUST C0, OF NEW YORK,
New York, N. Y.

DeAR SIRs: We inclose herewith our check to your order for $38,677.46 to pay
the commission and expenses of Mr. Felipe J. Alvarado in connection with the
purchase and sale of $8,000,000 external secured sinking fund 7 per cent gold
bond~, 1026, of the Republic of Costa Rica,

We understand that this payment is in full settlement of all claims for com-
missions, services, expenses or otherwise which Mr. Alvarado may have against
you or ourselves or any of our associates in connection with the issue of these
bonds, We suggest that when you make payment to Mr. Alvarado, you obtain
a written statement from him substantinlly to that effect.

Yours very truly,
J. & W. SerieMaN & Co.,
Syndicate Managers.

ExHIBIT No. §

AGREEMENT BETWEEN REPUBLICA DEL PERU (REPUBLIC OF PERU) AND J. & W,
SErLicMAN & Co. AND F. J. Lismax & Co., Marcy 156, 1927—Securep 7 PEB
CENT SINKING FUND GoLp BoNDs

Agreement, dated March 15, 1927, between Republica del Peru (Republica of
Peru) hereinafter called the Republic, acting by his excellency, the Hon, Manuel
G. Masias, its minister of finance, thereunto duly authorized, and J, & W. Selig-
man & Co,, copartnership, and F. J. Lisman & Co., a copartnership, hoth of the
city and State of New York, United States of America, herelnafter collectively
called the bankers.

The Republic represents that:

(¢) The Republie, by law enncted February 22, 1004, has created and estab-
lished estanco del tabaco (Peru) hereinafter cilled the monopoly, for the ad-
ministration for account of the Republic of the national monopoly of the manu-
facture and sale of tobacco and its producis, hereinafter called the tobacco
monopoly, and under law No. ..., enacted March 14, 1637, will on or before the
issue of the bonds of 1927, hereinafter mentioned, transfer to the Caja de
Depositos y Consignaciones, hereinafter called the Cuja, a Peruvian corporation,
the collection of all the gross revenues from the manufacture and sale of tohacco
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and its products and from the taxes and duties on the maanufacture and sale
of tobacco and its products.

{(b) The gross revenues of the Republic from the manufecture and sale of
tobacco and its products and the taxes and dutles on the marufacture and sale
of :’ogacco and its products during the years 1921 to 1926, both inclusive, were
as follows:

1921 - - Lp. 914, 368.9.46
1922 e e « 804,744, 2,12
. « 905, 221. 2. 468
02 e “ 990, 325. . 60
1925. --- " 1,048,529.2 22
1926. - “ 1,173, 814.9. 00

1, 195, 016. 6. 06

The gross revenues of the Republic at any time from the manufacture and
sale of tobacco and its products, now or at any time hereafter authorized, and
from the taxes and duties now or at any time hereafter imposed on the cultl-
vation, manufacture and sale of tobucco and its products, are hereinafter
collectively called the gross tobacco revenues.

(¢) The gross tobacco revenues are free from all liens and charges whatso-
ever except (1) the existing lien or charge in favor of an internal issue of 8
per cent tobacco monopoly bonds of 1924, of the Republic, hereinafter called
the 8 per cent bonds of 1924, of which an aggregate principal amount of not
exceeding 385,000 Peruvian pounds are outstanding at the date of this agree-
ment, (2) the existing lien or charge in favor of the now outstanding 21 promis-
gory notes of the Republic dated December 27, 1926, aggregating $420,000
payable to the order of the Foundation Co,, said promissory notes heing herein.
after called the building notes, (3) the existing lien and charge in favor of
six promissory notes of Compaiila Recaudadora de Impuestos aggregating
$228,265.20 outstanding and/or to be outstanding under an agreement dated
August 20, 1926, hetween Compaiila Recaudadora de Impuestos and American
Machine & Foundry Co., covering the installation of certain machinery to be
used in the manufacture of tobacco and its products in Peru, said promissory
notes being hereinafter called the machinery notes, and (4) the lien or charge
in favor of $3,000,000 principal amount, four months’' 6 per cent secured gold
notes of the Republic due July 1, 1927, hereinafter called the secured gold
notes, to he issued under an agreement between the parties hereto dated March
15, 1927. The proceeds from the issue of such notes will be used to retire the
8 per cent bonds of 1624, the building notes and the machinery notes,

(@) In order to provide funds for the payment of said $3,000,000, principal
amount, four months' 6 per cent secured gold notes and for the purchase of,
machinery for, and for the construction of plants for, the manufacture of cigars
and cigarettes, and for the construction of railroads and irrigation and sewage
systems, the Republic desires to create an external loan limited to the aggre-
gate principal amount of £5,000,000 (pounds sterling), or the equivalent amount
in United States of America dollars ($24,332,500), at par of exchange, $4.8665
for £1 (pound sterling), to consist of bonds to be issued from time to time in
serles, to be the direct obligation of the Republic and to be secured by a direct
first lien and charge upon the gross tobacco revenues,

(e) The Republic desires presently to issue a first series of said bonds limited
at $15,000,000 (£3,082,297), principal amount, to be known as the secured 7
per cent sinking fund gold bonds, 1927, of the Republic,

Now, therefore, this agreement witnesseth that in consideration of the
premiges and of the mutual covenants and agreements hereinafter contained,
the parties hereto have agreed, and do hereby agree, as follows:

ARTICLE 1

1. The Republic will forthwith, in conformity with its constitution and laws,
create an external loan, limited to the aggregate principal amount of £3,000,000
(pounds sterling), or the equivalent amount in the United States of America
dollars ($24,332,600), at par of exchange, $4.8685 for £1 (pound sterling), to
consist of bonds, hereinafter called the bonds, which may be issued in series
as hereinafter provided. The first series of bonds to be issued presently shall
be limited to $15,000,000 United States gold dollars, principal amount (£3,082,
297), and shall be known as the secured 7 per cent sinking fund gold bonds,
1927, of the Republic, hereinafter called the bonds of 1927.
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The bonds shall be issned under a trust agreement (hereinafter called the
trust agreement) in the usual American form, to be executed on behalf of
the Republic by his excellency, the Hon, Herndn Velarde, its ambassador to
the United States of America, or other representative thereunto duly authorized,
to such bank or trust company having its principal office in the borough of
Manhattan, in the city of New York, as the bankers may designate, as trustee
(bereinafter called the trustee). The trust agreement shall be substantially
in the form attached hereto as Exhibit A, with such changes as the bankers
and the Republic may agree upon, and shall be printed in the English language
and, if desired by the Republic, also in the Spanish language, but the English
text shall govern. The trust agreement shall contain the provisions described
in section 14 of this article, and all other provisions customarily contained in
such agreements,

2. The Republic pledges its good faith and credit for the prompt payment of
the principal of, and the premium and interest upon, the bonds as and when
the same shall become due and payable and for the due and punctual per-
formance of all the other covenants and agreements, in this agreement and in
the trust agreement and in the bonds contained, to be performed or observed
by it; and covenants that in case the revenues hereinafter pledged as security
for the bonds shall prove insufficient to make any payments to be made as
provided herein or in the bhonds, or in the trust agreement, it will make up such
deficiency out of its other revenues.

3. As security for the payment of the principal of, and interest ypon, the
bonds, the Republic agrees to specifically pledge, and create a direct first len
and charge upon, and hereby cCoes pledge and create a direct flrst lien and
charge upon, the gross tobacco revenues subject only to the liens or charges
existing thereon in favor of the outstanding 8 per cent honds of 1924, the build-
ing notes, the machinery notes and the secured gold notes; and the Republic
hereby covenants that the lien and charge to be granted upon the gross tobacco
revenues is, and until all the bonds are paid, shall be maintained as, a direct
first ilen and charge thereon, subject only to sald prior liens or charges in favor
of the outstanding 8 per cent bonds of 1924, the building notes, the machinery
notes and the secured gold notes. The Republic covenants to pay from other
revenues of the Republic all the administration and operating expenses of the
monopoly, and all the expenses of collecting the gross tobacco revenues,

The Republic covenants that out of the proceeds of the secured gold notes
it will retire or provide for the retirement of the 8 per cent bonds of 1924, the
building notes and the machinery notes and thus hefore, or as soon as prac-
ticable after, the date of execution of the trust agreement, to free the gross
tobacco revenues from the liens or charges of the 8 per cent bonds of 1924,
the building notes, the machinery notes and the secured gold notes; and that
all 8 per cent bonds of 1924 and all secured gold notes purchased or redeemed
or paid shall be immedjately cancelled and that no bond or note shall be issued
in lieu thereof,

4. The Republic covenants that so long as any of the bonds are outstanding
it will not reduce, abolish or in any manner impair, or permit the reduction,
abolition, or impairment of, the gross tobacco revenues as existing at the date
of this agreement, or abolish or impair the tobacco monopoly or in any other
manner impair, or permit the impairment of, the security of the bonds.

5. The bonds of 1927 shall be in coupon form, payable to bearer, shall be
dated March 1, 1927, shall mature September 1, 1959, shall bear interest from
March 1, 1927, at the rate of 7 per cent per annum, and shall be issued in such
denominations as the bankers may direct. The principal of, premium on, and
interest on the bonds of 1927 shall be payable at the principal office of J. & W.
Seligman & Co., the fiscal agents hereinafter appointed, in the borough of Man-
hattan, city and State of New York, in gold coin of the United States of
America, of or equal to the standard of weight and fineness existing March 1,
1927. The principal of, premium on, and interest of the bonds of 1927 shall be
paid in time of war as well as in time of peace and whether the holders be
citizens or residents of a friendly or of a hostile state, and shall be pald with-
out deduction or diminution for any tnxes, assessments, charges, or duties of
any nature, now or at any time hereafter levied or iiaposed by the Republic,
or any State, province, muncipality or other taxing authority thereof or therein.

6, The text of the definitive engraved bonds of 1927 and of the coupons
appurtenant thereto shall be in the English language, substantially in the form

PR
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set forth in, and shall be executed in accordance with the provision of, the
trust ngreement, Pending the preparation of definitive engraved bonds of 1927,
temporary typewritten, lithographed, or printed bonds of 1927 of a similar
form, with such omissions, additions and variations as may be appropriate, of
any denomination or denominations, with or without coupons, as the bankers
may request, may be issued, and shall be exchangeable for definitive engraved
bonds of 1927 when engraved and prepared and ready for delivery, at the office
of the trustee in the city of New York all as more fully sat forth in the trust
agreement,

7. 'The bonds of 1927 shall he manually signed on Lehalf of the Republic by
his excellency, the Hon. Hernfin Velarde, its ambassacdor to the United States
of America, or other representative thereunto duly authorized. The coupons
appurtenant to each of the bonds of 1927 shall hear the facsimnile signature of
Manuel G. Masfas, the Minister of Finance of the Republic, or other representa-
tive thereunto duly authorized.

The bonds, both temporary and definitive, shall be authenticated by the cer-
tificate endorsed thereon of the trustee.

8. The bonds of 1927 shall be subject to redemption on any interest date, at
the option of the Republic, in whole or in part, at 105 per cent of the prineipal
amount thereof with accrued interest to the redemption date upon notice given
by publication once a week for six successive weeks, the first publication to
be not more than 90 days and not less than 60 days prior to the redemption
date, in a daily newspaper of general circulation published in English in the
borough of Manhattan, in the city of New York, all as more fully set forth in
the trust agreement,

9, Until all the bonds of 1927 shall have heen retirel or redeemed, the Re
public shall pay semiannueally to the fiscal agents for the seminnnual service
of interest and amortization of the honds of 1927, the sum of $£600,000 in gold
coin of the United States of America of the standard aforvesaid, whieh semi-
annual sum will pay all interest charges and will retire the entire issue by
maturity as shown by the table of amortization of the bonds of 1927, which
is hereto annexed and marked Exhibit B. Such sum shall be pald in monthly
installments as hereinafter in section 10 of this article 1 provided and as more
fully set forth in the trust agreement.

10. The Republic shall pay, so long as any of the honds of 1927 shall be
outstanding, to the flscnl agents at their office in the city of New York, in
gold coin of the United States of America of the standard afores:id, the fol-
lowing amounts:

(a) The sum of $100,000 in March, 1927, and monthly in each calendaar month
thereafter. Said sum is one-sixth of the amount necessury for each semiannual
installment for the service of interest and amortization of the bonds of 1927 as
hereinbefore in section 9 of this article 1 provided, Such monthly payments
gshall be made by payving weekly to a representative of the fiscal agents in
Peru all the gross tobacco revenues collected by the Republie, by the Caja or
otherwise for account of the Republic during the preceding week until the
current monthly installment has been paid in full, all us more fully set forth
in the trust agreement,

(b) Such sum on or hefore the first day of each calendar month, commencing
with April, 1927, as may he necessary to muke up any deficiency by which the -
gross tobacco revenues, paid over during the preceding calendar month for
the service of the bunds of 1927 as in paragraph («) above provided, shall
not be sufficient for the full payments therein specified to be made,

11. The fiscal agents shall apportion and apply the moneys received by them
pursuant to the provisions of section 10 of this article 1 as follows:

(a) The fiscal agents shall set aside out of such moneys received by them
in each six months’ period the amount necessary to pay the interest maturing
on the next succeeding interest date on the bonds of 1927 then outstanding and
shall apply the same to the pnyment of such interest on such next succeeding
interest date,

(b) The fiscal agents shall set aside the balance of such moneys received
by them in each six months’ period as a sinking fund for the redemption of
bonds of 1927 on behalf of the Republic on the next succeeding interest date
and shall apply the snme to such redemption on such interest date in the man-
ner hereinafter in section 12 of this article 1 provided,

12, The sum set aside by the fiscal agents in euch six months’ period pur-
suant to paragraph (b) of section 11 of this article 1, shall be applied by the
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fiscal agents to the redemption of bonds of 1927 on the next succeeding interest
date at 105 per cent of their principnl amount and accrued interest to the
date of redemption, on notice given by publication, once a week for three
guecessive weeks, the first publication to be not more than 40 days nor less
than 30 days prior to the redemption date, in a daily newspaper of general
circulation published in English in the Borough of Manhattan in the city of
New York, all as more fully set forth in the trust agreement. All bonds of 1927
redeemed through the sinking fund and all coupons thereto appertaining shall
be canceled and no bonds shall be issued in lieu thereof.

13. The Republic covenants that as long as any of the bonds shall be out-
standing it will at all times maintain in the Borough of Munhattan, city of
New York, a fiscal agency for the service of the bonds,

The Republic hereby appoints J. & W. Seligman & Co. to be the fiscal agents
for the bonds, which appointment J. & W. Seligman & Co, hereby accept. The
Republic will pay the flscal agents as compensation for their services one-
quarter of 1 per cent of all amounts paid to the fiseal agents for the payment
of interest on the bonds, and one-quarter of 1 per cent of all amounts paid to
the fiscal agents for the sinking fund or for the payment of the principal and
premium of the bonds at maturity, or by call for redemption, or otherwise, all
as more fully set forth in the trust agreement. The Republic will also reim-
burxe the fiscal agents, on demand, for all expenses incurred in connection with
the service of the bonds, all as more fully set forth in the trust agreement.

The flscal agents shall not be required to segregate any moneys paid or
deposited with them as herein or in the trust agreement provided.

14, The trust ugreement shall provide that the Republic may, from time to
tinle create and issue additional series of the bonds under the trust agrosment
subject to the following restrictions, all of which are more fully set forth
in the trust agreement:

The bonds of each series shall be distinctly designated by the number of
the year in which issued or by letter or in any other manner desired by the
Republic and satisfactory to the trustee. All bonds of the same xeries shall be
identical in form ana substance except that they may be of different denomira-
tions and may be in coupon or registered form and except that as between
bonds of different denominations and as betwoen coupon bonds and registered
bonds there may be such appropriate differences as may be determined by the
Republic at or before the creation of the series and approved by the trustce,
The several series may consist of different aggregate priucipunl amouuts anl
the maximum principal amount of bonds issuable of any series shall be
limited and such limitation shall be expressed in the bonds of such series. The
bonds of each series shall bear interest from such date at such rate und be
payable on such dates and shall mature at such date not earlier than January
1, 1960, as at the time of the creation of such series shall be fixed by the
Republic and stated in the bonds of such series. A cumulative sinking fund
of not more than 1 per cent per annum shall be created for each series of the
bonds to be applied to purchases of bonds at such prices or to the redemption
of bonds ut their principal amount or at such premium or in such other manner
as the Republic may provide in the creation thereof, The principal and inter-
est of each serles of the bonds are to be payable in gold coin of the United
States of America or, in British gold coin, or, at the option of the holders in
either United States gold coin or British gold coin, as the Republic may
provide in the creation thereof, at the rate of exchange as herelnbefore pro-
vided. The Republic may provide in the creation thereof that th2 bonds of any
series may be redeemed at its option in whole or in part before maturity at
their principal amount or at a premium plus acerued interest and such pro-
visions shall be expressed in the bonds of said series, Except as aforesaid,
the terms and provisions of all additional series of the honds shall be sub-
stantially identical with the terms and provisions of the bonds of 1927. All
bonds of uny series shall be entitled to share in the security of the pledged
revenues equally and ratably with the outstanding bon:ls of all other series,

No bonds of any series in addition to the $15,000,000, principal amount, of
the honds of 1927 shall be issued by the Republic or authenticated by the trustee
,unless and until the gross tobacco revenues of the Republic, calculated on a
gold basis, shall have averaged for the three years ending on the last day of the
calendar month next preceding the date of issue of such additional bouds, and
shall have equaled for the last of such three years, at least one and onue-half
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times the amount necessary to meet the maximum charges in any year for the
service of interest and amortization of the bonds of all series outstanding at the
time of such additional issue and on the additional bunds to be issued,

The trust agreement shall contain the usual provisions regarding the remedies
of the trustee and the bondholders in case of default and, among other provi-
sions, shall contain the following provisions, all of which are more fully set
forth in the trust afreement:

If one or more of the following events, thereinafter called events of default,
shall happen—

(a) Default in the prompt payment of the principal of or the premium on
any of the bonds, when and as the same shall hecome due and payable, whether
at maturity, by call for redemption, or otherwise as therein provided; or

(b) Default in the payment of any installment of interest on any of the bonds
when and as the sume shall become due and payable as therein expressed, and
such defauit shall continue for a period of 30 days; or

(o) Default in any payment to the fiscal ngents for the service of the bonds,
as herein provided, as and when the same shall become due and payable and
such default shall continue for a period of 30 days; or

(d) Default in the performance of any other covenant in the bonds or in the
trust agreement contained, and such default shall continue for a period of 30
days after written or cabled notice to the Republic from the trustee specifying
the nature of such default,

Then, and in any such event, during the continuance of such event of default
the trustee may, and upon the written request of the holders of one-fourth in
principal amount of the bonds then outstanding shall, by written or cabled notice
to the Republic, declare all the bonds then outstanding (if not already due and
payable)to he due and payable immediately at the sinking fund redemption
price thereof, and upon any such declaration the principal and premium of all
the bonds then outstanding shall become and be due and payable immediately,
anything in the trust agreement or in the honds to the contrary notwithstanding.

In case an event of default shall have happened and he continuing, the trustee
shall have the right to appoint, and the Republic shall be obligated to consent
to the appointment of, a special collections agency, which shall be a company,
bank, firm, or responsible individual designated by the trustee, to take over the
collection of the gross tobacco revenues ail as more fully set forth in the trust
agreement. In the event of the appointment of such special collections agency
the Repuhlic shall immediately transfer to such agency, and will cause the Caja
and any other collecting agency for the collection of the gross tobacco revenues
to transfer to such agency all facilities for the collection and control of the gross
tobacco revenues. From the sums collected, the special collection agency shall,
after deducting all its reasonable expenses, including an allowance for its own
reasonable compensation, retain and remit to the trustee in New York the net
proceeds thereof until the full amount then due on the bonds and coupons for
principal, premium, and interest and otherwise under the trust agreement,
including the expenses and compensation of the trustee, the fiscal agents, and
their representatives, shall have heen fully paid and discharged, and shall then
retain and remit to the fiscal agents in New York from time to time as required
the amounts required for the service of interest and amortization of the bonds
and all other amounts payable under the trust agreement as aforesaid whep and
as the sume shall become due and payable. The Republic shall pay from other
revenues of the Republic all the administrative and operating expenses of the
monouoly, Any balance of the collected revenues not required by the special
eollections agency for the purpose ahove specified shall be paid over to the
Republic,

N ARTtICLE 11

1. Subject to all the terms and conditions of this agreement, the Republic
agrees to sell and deliver to the bankers, and the bankers agree to purchase from
the Republic and pay for, all sald $15,000,000, principal amount of the bonds of
1927 at the price of 90 per cent of the principal amount thereof and accrued
interest to the date of delivery or to the date of the issue of interim certificates,
whichever shall be earlier. Delivery of and payment for said bonds of 1927
shall be made at the office of J. and W. Seligman & Co. in the borough of Man-
hattan, city of New York: 15 days after the public offering in New York of
such bonds of 1927, provided that by mutual agreement between the Republic
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and the bankers the time for the delivery of aml payment for said bonds of
1927 may be extended to such later date as shall be fixed by such agreement.

Delivery of said bonds of 1927 shall be made i the fuvrm of one temporary bond
of 1927 in the denomination of $15,000,000, or in the form of temporary bonds
of 1927 in the denomination of $1,000 euch. or in such other denominations as
the bunkers may request, ugainst payment in any ca-e exchangeable for definite
bonds of 1927 when engraved and prepared. Paymemt for the bonds of 1927
shall be made by crediting the amount of the purchase price therefor (less an
amount estimated by the bunkers to be svificient G cover the expenses ugreed
to be paid by the Republic as provided .a sectivn 9 «f Article II hereof), with
the fiscal agents for account of the Republic. The fiscal agents shall retain, out
of the amount so credited to the account of the Republic, an amount equal to the
charges for interest and amortization on the bonds of 1927 accrued on the bonds
of 1927 from date thereof to the date of such Jeposit and shall apply such
moneys to the service of the bonds of 1927 in accordamoe with the provisions
of the trust ngreement. The balance so credited to the Republic shall be paid
out by the fiscal agents from time to time to or upon the order of the Republic,
provided that $3,060,000 thereof shall be held Ly the fiscil agents, until the
fiscal agents have received evidence, satisfactory te them, that the 8 per cent
bonds of 1924 and the secured gold notes have beem paid and canceled, 1f
the temporary bond or bonds of 1927 are not delivered prior to such date, 15
days after such public offering of the bonds of 19%. the bankers may Issue or
cause to be issued interim certificates, exchanml& for bonds of 1927, in tem-
porary or deflnite forn:, Such interim certificates shall provide that if, for any
reason, the Republic shall fail to deliver the temporary bonds of 1927, in accord-
ance with the terms of this agreement, the holders of the interim certificates
shall be eatitled to receive a refund of the retail purchase price of the bonds of
1927 represented thereby with interest at the rate of ¥ per cent per annum on
the principal amount of bonds of 1927 reprezented thereby from the date of the
issue of the interim certificates until payment of stch refund: and in cuse of
the issue of such interim certificates and the failure of the Republic to deliver
the bonds of 1927, the Republic hereby agrees to pay to the bankers on demand
the full amount of such interest. If the Repoblic shall deliver oue temporary
bond in the denomination of $15900000 the bankers may issue, or cause to
be issued, interim certificates representing sach temporary bond of 1927,

exchangeable for definite engraved bonds of 1927 when prepared and delivered.

2, As soon as practicable after the executiom of this ggreement the Republic
shall deliver, or cause to be delivered, to the Innka‘s, a prospectus letter or
letters containing information concerning the finamxial condition of the Repub-
lic, it resources, debts, income and expenditures, ficancial administration, and
concerning the monoply and the Csjs, and sach other information, in such
form, as the bankers may reasonably require, and as shall be satisfactory to the
bankers’ counsel, such letter or letters to be sigmed om behalf of the Republic
by the minister of finance of the Republic or other duly authorized representa-
tive. The Republic agrees that since the bankers are relying on the statements
contained in said prospectus letter or letters and en the representations set forth
in this agreement in purchasing the bonds of 1927 and will make use of such
prospectus letter or letters and representations im disposing of the bonds, it will
indemnify the bankers and hold them banmless sgainst any damages, claims,
or liability which the bankers may incur by reason of any error or misstatement
contained therein.

3. The Republic covenants that prior to the date for the delivery of and pay-
ment for the bonds of 1927 hereinabove mentiomed it will take or cause to be
tdken whatever action or proceeding may, in the opimion of American or Peru-
vian counsel for the bankers, be required by the comstitution or laws of the
Republic, in order that this agreement, and the trast agreement and the bonds
i)lt 19%;0" and appurtenant coupons shall be velid and bioding obligations of the

epublic,

4. The Republic covenants that, prior to the date for the delivery of, and pay-
men* for the bonds of 1927, it will elect or arpuiat. or cause to be elected or
appointed, such person as may be designated by the fiscal agents a member of
the board of directors (consejeros) of the Caja and sech person as may be
designated by the fiscal agents an alternate member, to act in the place and
stead of such member in case of such membexr’s den&.. remigmation, or inability
to act for any reason, and the Republie covenanis that st all times, so long as
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any of the bonds of 1927 shall be outstanding, such persons as may be designated
by the fiscal agents shall be a member aud an alternate member of the board of
directors, respectively, of the Caja and that such member, or, in case of such
member’s death, resignation, or inability to act, such alternate member, shall
have the same rights and powers in so far as are concerned all matters relating
to the manufacture and sale of tobacco and its products and the collection of all
gross tobacco revenues from the manafacture and sale of tobacco and its prod-
ucts and from the taxes and duties on the manufacture und sale of tobacco
and its products, and shall be entitled to the same compensation, as the other
members of said board. The fizeal agents agree to designate to the Republic
in writing or by cable within 30 days after the date of the execution of this
agreement two persons to be such member and alternate member, respectively.
of the board of directors, In case of the death, resignation, or inability to
act for any reason of such member so designated, the alternate member shall
act in such member's place and stead until the flscal agents shall «imilarly
designate the successor of such member and the Republic covenants to elect
or appoint, or to cause to he elected or appointed, as soon as practicable there-
after, such successor a member of the board of directors. In case the successor
s0 designated shall be the person previously designated as alternate member, or
in case of the death, resignation, or inability to assume the duties of a member
of the board of directors for any reason, of the alternate member, a successor
of such alternate member shall be similarly designated by the fiscal agents and
the Republic covenants to elect or oppoint, or to cause to be elected or appointed,
a8 soon as practicable thereafter, such successor an alternate member of the
board of directors, In case the Republic <hall with the consent of the fiscal
agents, transfer the collection of the tobacco revenues or any part thereof to
any other collection agency, the Republic will cause a member of the board or
directors of such agency and an alternate member to be similarly elected or
appointed.

If at any time, so long as any of the bonds of 1927 shall be outstanding, the
Republic shall wirhdraw from the Caja the collection of the gross tobucco rev-
enues; or the Caja or any successor, either by virtue of the operatlon of para-
graph G, Article 11, of law of the Republic No. 4500, enacted March 8, 1922,
(law creating the Banco de Reserva del Peru), or, for any other reason whatso-
ever, shall cease to collect the gross tobacco revenues, the fiscal agents shall
have the right to appoeint in agreement with the Republic a company now in
existence or to be organized, firm or responsible individual to take over the
entire collection of the gross tobicco revenues., In the event of the appointment
of such company, firm, or individual, the Republic shall immediately transfer
to such company, firm, or individual! and will cause the Ctaja and any other
collecting agency for the collecting of the gross tobacco revenues, to transfer
to such company, firm, or individual all the facllities for the collection and
control of the gross tobacco revenues, From the sums collected, said company,
firm, or individual shall, after deducting all its or his reasonable expenses.
including an allowance for its or his own reasonable compensation and the
expenses and compensation of the trustee and the fiscal agents, remit to the
fiscal agents in New York the amount of the service of interest and amortiza-
tion of the bonds of 1927 as more fully set forth in sections 9 and 10 of Article
1 of this agreement, and remit the balance, if any, to the Republic. In the
event that the fiscal agents shall apoint a company for the purposes above men-
tioned, the Republic shall have the right to name one of the members of the
hoard of directors of such company and, in the event of his death, resignation,
or inability to act for any reason, a successor.

6. The obligation of the bankers to purchase the honds of 1927 hereunder is
subject to the condition that on or before the date for the delivery of and pay-
ment for the bonds: .

(a) All acts, events, and proceedings required by sections 8 and 4 of this
Article II shall have been performed, shall have happened and shall have been
taken and the Republic shall have delivered or caused to be delivered to the des-
ignated representative of the bankers in Peru duly authenticated copies of all
laws and decrees or other instruments authorizing the execution of this agree
ment and the trust agreement and the creation, issue, and sale of the bonds of
1927 by the Republic;

(b) The bankers shall have received an opinion in form and substance satis-
factory to them of Peruvian counsel designated by them, approving ite pro-
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ceedings of the Republic to autliorize the execution of this agreement, the trust
agreement, the creation, issue and sale of the bonds of 1927 in accordance with
the terms hereof and thereof, and the sufticiency of all action taken for said
purpuses, and stating that this agreement, the trust agreement and the bonds of
1927 and the coupons appurtenani thereto in the hands of holders of whatever
nationality or residence when executed and delivered in accordance hevewith,
will be the valid and binding obligations of the Republic:

(¢) The bankers shall have received an opinion of their counsel in New York
aproving the form of the trust ngreement and of the bonds of 1927 and the cou-
pons appurtenant thereto; and

(d) The Republic shall have furnished to the Bankers the letter signed by
its minister of finance or other duly authorized representative, setting forth
such ’infornmtinn as the bankers may request, as provided in section 2 of this
Article II.

6. At any time prior to the date for the delivery of and payment for the bonds
of 1927 the bankers shall have the absolute right to terminate their obligation
under this agreement (¢) if in their opinion the security markets in Europe
or America are so affected by political, financinl or economic conditions as to
render the offering of the bonds of 1927 for sale inadvisable; or, (b) if there is
any objection on the part of the Department of State of the United States to the
offering of the bonds of 1927 in the American market, If this agreement shall
be terminated in accordance with the right of withdrawal ubove provided,
the Republic covenants to pay all expenses of the character specifled in section
9 of thix Article II to be paid by the Republic incurred to the date of such
termination,

7. If the Republic shall fail or be unable to make delivery of the bonds
within the time and under the conditions specified in this agreement—

(u) the obligation of the bankers hereunder to take and pay for the bonds
of 1927 may, at their option, be terminated by written or cabled notice to the
Republi¢, and thereupon, the obligation of the bankers to take and pay for the
bonds of 1927 and of the Republic to deliver the same under the terms of this
ugreement shall cease and terminate; and

(b) the Republic shall forthwith, upon receipt of such notice of termination,
pay to the bunkers the sum of $50,000 to reimburse the bankers for expenses
incurred in connection with the matters covered in this agreement, and as
liquidated damages,

8. The Republic will, at the request of the bankers, make application to list
upon the New York Stock Exchange all the bonds of 1927 purchased by the
baunkers and use-its best efforts to supply all information necessary for that
purpose,

9. The Republic will pay the cost of printing this agreement and the trust
agreement, of printing or engraving, executing and authenticating the temporary
and definitive bonds of 1927 and interim certificates, the expense (if any) of
exchanging the interim certificates for the temporary or definitive bonds of
1927, of exchanging the temporary bonds of 1927 for the definitive bonds of 1927
and the expense of listing the bonds on the New York Stock Exchange., The
Republic will also pay the expenses and compensation of the trustee, of the
fiscal agents, of the representative of the fiscal agents in Peru, and of the special
collections agency, as set forth in the trust agreement. The Republic will also
pay all stamp taxes and other duties and taxes, if any, to which under the
laws of the Republic or of any political subdivision or authority thereof or
therein this agreement or the trust agreement, or the bonds of 1927, temporary
or definitive, may be subject.

The Republic will also reimburse the bankers for the cable expenses and
for the fees and disbursements of counsel for the bankers in Peru,

10, The bankers, in their sole discretion, may determine when the bonds
of 1927 shall be offered to the public and may choose and have in the purchase
of the bonds of 1927 and in any offering to the public such associates as they
may deem fit.

11. The Republic agrees that it will not issue or offer, in the United States
of America, any bonds or other obligations, or any bonds or other obligations
guaranteed by it, within the period of six months after the date of delivery
of the bonds of 1927 hereunder, without the written consent of the bankers.

In consideration of the purchase of the bonds of 1927 hereunder and of the
services rendered and to be rendered by the bankers pursuant to this agreement,

N G N e it
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the Republic hereby agrees that in case the Republic shall at any time or
from time to time desire to sell any bonds of other serles to be 1ssued under
the trust agreement, it will first negotiate in regard thereto with the bankers,
and the Republic agrees that, if it wishes to issue any additional bonds of other
series, it will notify the baukers from time to time of the terms of such issue
and the price thereof and shall give the bankers an option for 60 days to
purchase such bonds on such terms. If the bankers, or either of them, do not
elect to exercise such option within such 60-day period, the Republic may
within 90 days thereafter sell such bonds to any other banking institution
upon the same conditions or conditions more favorable to the Republic. In
the event that the Republic does not sell such bonds to any other banking
institution within such 90-day period, it shall prior to any sale of such
bonds, again offer such bonds to the bankers as above set forth,

ArticLe I

Any notice, request, or instruction, required or permitted to be given here-
under by one party to the other, shall be deemed sufficient if given in English
in writing or by cabie confirmed in writing, as follows:

(a) If from the bankers or fiscal agents to the Republic, over the signatures
of the bankers or fiscal agents addressed to the minister of finance of the
Republic at Lima, Peru.

(b) If from the Republic to the bankers or fiscal agents, over the signature of
the minister of finance of the Republic, delivered to the bankers of the fiscal
agents, as the case may be, in care of J. & W. Seligman & Co., New York, N. Y.

ArTI0LD IV

Any reference in this agreement to the bankers shall be deemed to mean and
include apy successor corporation, joint stock association or partmership
continuing the respective businesses of J. & W. Seligman & Co. and F'. J. Lisman
& Co.; any reference in this agreement to the fiscal agents shall be deemed to
mean and include any successor corporation, joint stock association or partner-
ship, continuing the business of J. & W. Seligman & Co.; and any refercnce in
this agreement to the Republic shall be deemed to mean and include any
successor government which may at any time during the life of this agreement
govern the territory now embraced within the territorial limits of the Republic.

ARTICLE V

This agreement may be executed in both the English language and the
Spanish language, but the English text thereof shall govern; may be executed
in one (1) or more counterparts each of which shall be deemed to be an original;
and shall be interpreted and construed in accordance with the Laws of the
State of New York, United States of America, as though it had been made
and were to be performed wholly within the territorial limits of said State.

In witness whereof, Republic del Peru (Republic of Peru) has caused this
agreement to be executed on its behalf in three counterparts, by his excellency
the Hon. Manuel G. Masfas, its minister of finance, thereunto duly authorized,
and J. & W. Seligman & Co. and F. J. Lisman & Co. have respectively caused
this agreement to be signed in a like number of counterparts, on behalf of
each of them respectively, all as of the day and year first above written.

REPUBLIC DEL PERU,
By M, G, Masfas., [SEAL.]
J. & W. SerioMaN & Co.,
By SAMUEL A. MAGINNIS,
Attorney in fact.
F, J. Lisman & Co,,
By Maurice M. MANASSE,
A pariner.
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ExHiBiT B—Table of amortization

Appli- | Principal

Semi- amount

annusl | Taterest | 0100 | orhonds | Bonds

payment | payment| St 08 toub:é& 8
i

gept. 1, 1027....... | $600,000 | $525,000 | 75,000 | $71,000 | $14,929,000
i 600,000 | 522,515 | 77,485 | 74,000 | 14,855 000
| 600,000 | 316,925| 80,076 | 76,000 14,779,000
600,000 | 517,285 | 82,735| 70,000 14,700,000
600,000 | 514,500 | 85 81,500 | 14,618, 500
600,000 | 511,648 | 88,352 ;000 | 14,634,
600, 000 01,202 | 87,000 | 14,447,500
600,000 | 505, 94,337 ; 14, 357, 500
600,000 | 502,613 | 97,487 | 02,500 | 14,265
600, 000 . ,725 | 98,000 | 14, 169,000
600,000 | 495,815 | 104,085 | 99, 14, 069, 500
600,000 | 402,433 | 107,567 | 102,000 | 13,967,500
600, 000 111,137 | 106,000 | 13,861,
600,000 | 485, 153 '847 | 108,500 [ 13,752,000
600,000 | 481,320 | 118,680 [ 113,000 | 13,629,000
600,000 | 477, 122,635 | 117,000 | 13,622
660,900 | 473,270 1730 | 120, 13, 401, 500
00,000 | 460,053 | 130,947 | 124,500 | 13,277,
600,000 | 464,695 | 135,305 | 120,000 | 13,148,000
600,000 | 460,180 | 139,820 | 133,000 13,015, 000
600,000 | 455,525 | 144,475 | 138,000 | 12,877,000
600,000 | 450,605 149,305 | 142,000 | 12,735,
600,000'] 445,725 | 154,275 | 147,000 888,
600,000 | 440,580 | 159,420 | 152,000 | 12,436,000
600,000 | 435, 260 ,750 | 156, 500 279,
600,000 | 420,783 | 170,217 | 162,500 | 12,117,000
600,000 | 421,005 167,500 | 11,040,
600,000 181,767 | 173,000 | 11,776, 500
600,000 | 412,178 | 187, 179,000 | 11,597,
600,000 | 405,913 2087 | 184,500 | 11,413,
600,000 . 200,645 | 101,000 | 11,
600, 392,770 2230 | 197,500 | 11,024, 600
600, 000 214, 142 ,000 | 10,820, 500
600,000 | 378,718 | 212,282 | 210,400 | 10,610,000
600,000 | 371,350 | 228,650 | 218,000 { 10,

,000 | 363,720 | 236,280 | 225,000 | 10,167,000
600,000 | 355845 | 244,155 | 232,500 | 9,034,
600,000 | 347,708 | 252,202 | 240,500 | 9,694,000

,000 | 339,200 | 260,710 | 248,000 | 9,446,000
600,000 | 330,610 | 269,300 | 256,500 | 9,189, 600
600,000 | 371,633 | 278,367 | 265,000 | 8,024, 500

,000 | 312,358 | 287,042 | 274,000 | 8,650, 600
600,000 | 302,768 | 207,232 | 283,500 | 8,367,000

, 000 845 | 307,155 | 262,500 | 8,074,500
600,000 [ 282,608 | 317,302 | 302,000 | 7,772,500
600,000 | 272,008 | 327,962 | 312,600 | 7,460,000
600,000 | 261,100 | 338,000 | 322603 | 7,137,500
600,000 | 249,813 | 350,187 | 333.500 | 6,804,
600, 000 140 | 381,880 | 345,000 | 6,459,000
600, 000 373,935 | 356,000 | 6,103,000
600,000 | 213, 605 305 | 368,000 | 5,735,000
600, 000 ,275 | 380,000 | 5,385,000
600,000 | 187,425 | 412,575 | 393,000 | 4,962,000
600,000 | 173,670 1 408,000 | 4, 556,000
600,000 | 150,460 | 440, 419,600 [ 4,136, 500
600,000 | 144,718 | 455, 434,000 | 3,702,500
600,000 | 120,588 | 470,412 ,000 | 3,254, 500
600,000 | 113,908 | 486,002 | 462,500 | 2,792,000
600,000 | 97,720 | 502,280 | 478,600 | 2,313,500
600,000 | 80,673 | 519,027 | 404,500 | 1,819,000
600, 000 X ,335 | 510,500 | 1,308, 500
600,000 | 45,708 | 554,202 | 528,000 , 600
600,000 | 27,318 | 572,682 | 545,500 235,000
600,000 | 8,225 601,715 1000 [.eeeenn e

Examsir No. 6
TRUST AGREEMENT BETWEEN REPURLICA DEL PERU (REPUBLIC OF PERU) AND
CERTRAL UNIoN Tausr Co. oF NEw YoORK, TRUSTEE, DATED A8 oF MarcH 1,
1927
Trust Agreement, dated as of March 1, 1927, between Republica del Peru

(Republic of Peru), hereinafter called the Republic, acting by his excellency
the Hon, Herman Velarde, ambassador of the Republic of Peru to the United

92028-—82—pr 3——8
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States of America, thereunto duly empowered. party of the fitst part, and
Central Union Trust Co. of New York, a corporation duly organized and
existing under the laws of the State of New York, United States of Amerlea,
as trustee, hereinafter called the trustee, party of the second part,

Wherens in order to provide funds for the development of the business of
the national monopoly of the manufacture and sale of tobacco and its products
in Peru (hereinafter called the monopoly), the Republic has heretofore made
an internal issue of its bonds known as its 8 per cent tobacco monopoly bonds
of 1924 (hereinafter called the 8 per cent bonds of 1924) of which an aggregate
principal amount of not exceeding £P385.000 (Peruvian pounds) are outstand-
ing at the date of this trust agreement; and

Whereas in order to provide for the retivement of the 8 per cent bonds of
1924, and to provide funds for the purchase of machinery and the construction
of plants for the manufacture of cigars and cigarettes, for the construction of
railroads and irrigation and sewage systems and for other lawful purposes, the
Republic by Law No, 5654, enacted by the Congress of the Republic February 4,
1927, as amended by Law No. 5743, enacted by the Congress of the Republic
March 12, 1927, has authorized the creation of an external loan limited to the
aggregate principal amount of £3.000,000 (English pounds sterling). ot
$24.332,600, the equivalent amount in United Ntates dollars at par of exchange,
to consist of bonds, hereinafter called the bonds, to be issued from time to time
in series, to be the direct obligations of the Republic and to be securad by a
direct first lien and charge upon the gross revenues of the Republic from the
monopoly ; and

Whereas the Republic by such 'Laws Nos. 5654 and 5743 has alxo authorized
the creation of a short-term loan, to be retired out of the proceeds of the sale
of the fivst serles of the honds, and pursuant to such authority, the Republic has
issued its notes kunown as its four months 6 per ceut secured golid notes, dated
March 1, 1927, and maturing July 1, 1927 (hereinafter called the secured gold
notes) ; and

Whereas the Republic has, by virtue of Law No. 5746, enacted by the Congress
of the Republic March 14, 1927, transferred to the Caja de Depositos ¥ Con.
signaciones, hereinafter called the Caja, a corporation duly organized and
existing under the luws of the Republic, the collection of the gross revenues
of the Republic from the monopoly ; and

Whereas in order to provide for the retirement of the secured gold notes
and to provide other funds as aforesaid. the Republic desires presently to
issue a first series of the bonds to be limited to $15,000,000, principal amount,
to be known as the secured 7 per cent sinking fund gold bonds, 1927, of the
Republic, hereinafter called the bonds of 1927, and has under and pursuant to
the pr -isions of said Laws Nos. 5654 and 5743 and other applicable provisions
of law duly determined to establich the terms and conditions on which the bonds
may be issued by the execution and delivery of this tiust agreement: and

Whereas the execution of this trust agreement and the creation and issue of
the $15,000,000, principal amount, of the bonds of 1927 have been duly and
validly authorized by the Republic; and

Whereas the text of the bonds of 1927 and of the coupons for interest to
be annexed thereto, and of the trustee's certificate of authentication to be
indorsed thereon, are to be substantially as follows, with appropriate inser-
tions, omissions, and variations:

[Form of definitive bond}

RePUBLICA DEL PERU (REPUBLIC OF PERU) SECURED T PER C'ENT SINKING FUND
Gorp BoNp, 1927

Dated March 1, 1927, Due September 1, 1959.

Republica dei Peru (Republic of Peru), hereinafter called the Republie,
for value received, promises to pay to the hearer of this bond on September 1,
1959, the sum of ————— dollars, and to pay interest thereon from March 1,
1027, until the principal of this bond shall be paid in full, at the rate of seven
per cent (7 per cent) per annum, semiannually on March 1 and September 1
in each year, but, until the maturity of this bond, only upon presentation and
survender of the coupons hereto annexed as they severally mature. Tle
princtpal of and interest on this bond and the premium payable upon the
redemption hereof as hereinafter provided shall be paid in the borough of
Manhattan, in the city and State of New York, at the office of J. & W. Selig-
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man & Co., fiseal agents, or their successors, in gold coin of the United States
of America of or equal to the standard of weight and fineness existing on
March 1, 1827, and shall be paid in every case free tfrom and without deduc-
tion or diminution for any taxes, assessments, charges, or duties of any nature
now or at any tiine hereafter levied or imposed by the Republic, or any State,
Province, municipality, or other taxing authority thereof or therein, and shall
be paid in time of war as well as in time of peace and whether the holder he a
citizen or a resident of a friendly ov of a hostile state.

This bond is one of the bonds of series designated secured 7 per cent sink-
ing fund gold bonds, 1927, herein called honds of 1927, limited to $15,000.000,
principal amount, at any one time outstanding duly authorized by Law No, 5654,
enacted by the Congress of the Republic February 4, 1927, as amended by
Law No. 0743, enacted by the Congress of the Republic Marsh 12, 1927, being
the first series of an external loan of the Republie consisting of bonds limited
to the principal samount of £3,000,000 (pounds sterling) or %24332.500, at
any one time outstanding. All the bonds of said loan, herein called the bonds,
arve isxsued or to be issued under and secured by a trust agreement, herein
cilled the trust agreement, made by the Republic and Central Union Trust
Co, of New York, as trustee, dated as of March 1, 1927, and are equally and
ratably secured by a divect first lien and charge upon the gross revenues of
the Republic from the manufacture and sale of tobacco and its products and
from any taxes and duties now or at any time hereafter imposed on the
cultivation, manufacture. and sale of tobaceo and its products, subject and as
set torth in the trust agreement. The Republic may, from time to time,
in accordance with the provisions of the trust agreement, issue additional
bonds under the trust agreement. but no honds of any seriex in addition to
the bonds of 1927 shall be iswed by the Republic under the trust agreement
unless and until the pledged revenues, calculated on a gold hasis, shall have
averaged for the three years ending on the last day of the calendar month
next preceding the date of issune of such additional bonds, and shall have
equaled for the last of such years, at least one and one-half (114) times the
maximum amount necessary in any yvear to meet all charges for the service
of interest on and amortization »f the honds of all series outstanding at the
time of such additional issue and on the additional bonds to be issued. For
i description of the nature and extent of the security for the bonds, the rights
of the holders of the honds with respect thereto, and the terms and conditions
upon which the honds are and may he issued, received, and held, reference is
Lereby made to the trust agreement. to all the provisions of which the holder
hereof asszents by the acceptance hereof.

The honds of 1927 are subject to redemption, at the option of the Republie,
in whole or in part, on September 1, 1927, and on any interest payment date
thereafter at 105 per cent (105 per cent) of their prineipal amount plus acerued
interest to the date of redemption, upon notice given by publication once a week
for six successive weeks, the first publication to be not more than 90 and not
less than 60 days prior to the redemption date, in a daily newspaper, printed
in English, of general circulation in the borough of Manhattan, in the city and
State of New York, all as more fully set forth in the trust agreement.

The bonds of 1927 are entitled to the henefit of a camulative xinking fund
calculated to retire all the honds of 1927 by maturity, to be applied on each
semiannual interest payment date to the redemption of bonds at 105 per cent
(105 per cent) of their principal amount and accrued interest to the date of
redemption, upon notice given hy publication once a week for three snccessive
weeks, the first publication to be not more than 45 days and not less than 30
days prior to the redemption date, in a daily newspaper, printed in English,
of general circulation in the horough of Manhattan, in the city of New York,
all as more fully set forth in the trust agreement.

The Republic hereby certifies that all acts, things and conditions prescribed
by the constitution and laws of the Republic which are necessary to make
this bond a valid and binding obligation of the Republic in accordance with
its terms have been done and have happened.

The Republic pledges its good faith and credit for the prompt payment of
the principal of, and the premium and interest on, this bond as and when the
same shall become due and payable, and for the due and punctual performance
of all the other covennnts and agreements contained in this bond and in the
trust agreement to be performed or observed by it.

The Republic covenants that it will not reduce, abolish, or in any manner
impair, or permit the reduction, abolition or impairment of, the pledged

. ——————— N YN A o 6+
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revenues, or in any other manner impair, or permit the impairment of,.the
security of this bond,

In caxe an event of default as defined in the trust agreement shall happen,
the trustee shall have the right to declare the principal of all the bonds then
outstanding (if not ajready due and payable) to be immediately due and
payable and to appoint a special collections agency with the sole right to
administer the collection of all the pledged revenues, all as more fully set
forth in the trust agreement,

The Republic recognizes that the trustee, or its successor or successors,
acting as the representative of the holders of the bonds issued under the
trust agreement, may represent said holders and may institute and carry
on for them in its own name all actions and proceedings, whatever be the
grounds thereof, without beiiig required to produce any of the bonds in any
court or elsewhere or to prove its agency for, or authority from, said holders,
These provisions are of the essence hereof and of the trust agreement and any
instruments supplemental thereto, and the holder of this bond, by acceptance
hereof, irrevocably confers upon the trustee the authority aforesaid.

As provided in the trust agreemeut, bonds of 1927 of the denominations of
$1,000 and $500, at any time outstanding, when surrendered with all unmatured
coupons attached, and upon the payment of charges provided for in the trust
agreement, may be exchanged for an equal aggregate principal amount of
bonds of 1927 of the other denomination, of numbers not contemporaneously
outstanding, with all unmatured coupons attached.

This bond and the coupuns appertaining hereto shall pass by delivery.

This bond shall not become valid or obligatory for any purpose until it
shall be authenticated by the certificate of the trustee hereon indorsed.

In witness whereof Republica del Peru (Republic of Peru) has caused this
bond to be engraved with the facsimile signature of the Minister of Finance
of the Republic, and to be manually signed by his excellency, the Hon.
Hernan Velarde, the Ambassador of the Republic to the United States of
America, or other representative of the Republic thereunto duly empowered
and the facsimile seal of the Republic to be engraved hereon, and the coupons
for said interest bearing the facsimile signature of the Minister of Finance of
the Republic to be annexed hereto.

Dated, as of March 1, 1927, New York, United States of America.

ReruBLIOA DEL PERU,

{Form of truste:'s certificate]

This is to certify that this bond is one of the secured 7 per cent sinking
fund gold bonds, 1927, described in the within-mentioned trust agreement.

CENTRAL UnioN TrusT Co. OF NEW YOBK,

Trustee,
, Authorized Oficer.

[Form of coupon}

By

On ——————, 19—, unless the bond hereinafter mentioned shall have been
called for previous redemption and the moneys to effect such redemption duly
provided, Republica del Peru (Republic of Pern) will pay to bearer the sum
of dollars, at the office of J. & W. Seligman & Co., fiscal agents, or their
successors, in the Borough of Manhattan, in the city and and State of New
York, in gold coin of the United States of America, of or equal to the standard
of weight and fineness existing on March 1, 1927, free from and without deduc-
tion: or diminution for any taxes, assessments, charges, or duties of any nature
now or at any time hereafter levied or imposed by Republica del Peru or any
State, Province, municipality, or other taxing authority thereof or therein, in
time of war as well as in time of peace, and whether the holder be a citizen or
a resident of a friendly or of a hostile State, being six months' interest then
due on its secured 7 per cent sinking fund geld bond, 1927, No.

REPUBLICA DEL PERU.

Whereas all acts, conditions, and things required by the constitution and
laws of the Republic necessary to make this {rust agreement a valid and binding
agreement for the security of the bonds and to make the bonds of 1927 the
valid and binding obligations of the Republic, have been done and performed
and have happened;
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Now, therefore, this agreement witnesseth that in consideration of the
premises and in consideration of the acceptance of the bonds by the holders
thereof, the Republic has covenanted and agreed and does hereby covenant
and agree with the trustee for the equal and proportionate henefit of all present
and future holders of the bonds at any time issued and outstanding under this
trust agreement, as follows:

ARTICLE 1.—SECURITY

SectioN 1. The bonds shall constitute direct liabilities and obligations of the
Republic and the Republic hereby pledges its good faith and credit for the
prompt payment of the principal of, and the premium and interest on, the bonds
as and when the same shall become due and payable, and for the due and punc-
tual performance of all the covenants and agreements in this trust agreement
and in the bonds contained to be performed or observed by it; and covenants
that in case the revenues pledged as security for the honds shall prove insuffi-
cient to make any payments to be made as provided herein or in the bonds it
will make up such deficlency out of its other revenues.

Sec. 2. As security for the payment of the principal of, premium and interest
on, and sinking fund for, the bonds and for the payment of the expenses for the
service of the bonds and of all other amounts which may become due and pay-
able under this trust agreement, the Republic hereby specifically pledges, and
crentes a direct first lien and charge on, the gross revenues of the Republie
from the manufacture and sale of tohacco and its products and from any taxzes
and duties now or at any time hereafter imposed on the cultivation, manutac-
ture, and sale of tobacco and its products, hereinafter collectively sometimes
called the pledged revenues, subject only to the lien or charge of (a) the 8 per
cent bonds of 1924, and (b) the secured gold notes.

The Republic covenants that, out of the proceeds of the sale of the secured
gold notes, it has provided for, and will effect, the payment or purchase of the
8 per cent bonds of 1924, and that, nt or prior to the issue of any bonds of here-
under, it will pay or purchase &ll outstanding secured gold notes, or will deposit
with the fiscal agents an amount equal to the principal amount of all such
notes to be withdrawn only upon the payinent or purchase thereof. The Re-
publie further covenants that all 8 per cent honds of 1924 and all secured gold
notes 5o paid or purchased will be canceled as soon as practicable after the
execution of this trust agreement, and shall not be renegotiated nor reissued,
and that no bonds or notes of snid issues respectively shall he issued in lien
of any thereof,

The Republic covenants to pay all the administration and operating expenses
of the monopoly and all the expenses of collecting the pledged revenues out of
other revenues of the Republic.

Sro. 3. So long as'any of the bonds are outstanding the Republic will furnish
to the trustee from time to time at the request of the trustee a report or state-
ment signed by its Minister of Finance or other responsible official. showing
in reasonable detail the gross receipts of the Republic from the pledged revenues
and the expenditures in connection therewith during the period specified in
such request.

ARTICLE 2,—AMOUNT, I'orM, AND EXECUTION oF BoNDs

SectioN 1. From time to time und at any time after the execution of-this
trust agreement the Republic may execute and deliver bonds of 1927 to the ng-
gregate principal amount of $15,000,000 to the trustee, who shall thereupon
authenticate and deliver the same to or upon the order of the Republic., The
aggregate prineipal amount of bonds of 1827 to be issued under this trust agree-
ment shall be limited, except as provided in section 7 of this article 2, to
$15,000,000, principal amount, From time to time the Republic may issue addl-
tional bonds of other series under this trust agreement, hut only as provided
in section 5 of this article 2,

8E0. 2, The bonds of 1927, the coupons appurtenant thereto and the trustee’s
certificate of authenticatlon indorsed on such bonds shall be substantially in
the form hereinbefore set forth; and such provisions and legends may be
indorsed on, or placed upon, the face or back of the bonds of 1927 as may be
necessary or proper to conform to the rules or requirements of any stock
exchange or committee thereof and as may be approved by the trustee. The
bonds shall be in coupon form, payvable to bearer; shall be dated March 1,
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1027 shall muture on September 1, 1859 shall bear interest from March 1,
1927, at the rate of 7 per cent per annum, payable semiannually on March 1
and September 1 in each year; shall be issued in the denominations of $1,000
and $500; and shall be payable as to principul, premivm, and interest in the
Borough of Manhattan, in the city and State of New York, at the oftice of
J. and W. Seligman & Co,, fiscal agents. or their successors, in gold coin of
the United States of America of or equal to the stundard of weight and
fineness existing on March 1, 1927, in every case free from and without
deduction or diminution for any taxes, assessments, charges, or duties of any
nature now or at any time hereafter levied or imposed by the Republic or any
State, Province, municipality, or other taxing authority thereof or therein,
und shall be payable in time of war as well as in time of peace and whether
the holders of the bonds of 1927 be citizens or residents of n friendly or of a
hostile State. The text of the bonds of 1927 and the coupons shall be in the
English language.

Sec. 8. All bonds of 1927 to be issued under this trust ngreement shall bear
the facsimile signature of the present, or any future, Minister of Finance of the
Republic and/or shall be manually signed on behalf of the Republic by its
umbassador to the United States of America at Washington or other represen-
tative or representatives of the Republic thereunto duly authorized. The
coupons to he annexed to the bonds of 1927 shall be authenticated by the
engraved facsimile signature of the present, or any future, Minister of Finunce
of the Republic. Both the bonds of 1927 and the coupons shall be otherwise
executed and shall be in such form as to comply. with the listing requirements
of the New York Stock Exchunge,

The Republic muy adopt and use the engraved facsimile signature of any
person who shall have heen such minister notwithstanding the fact that he may
have ceased to he such minister at the time when such bonds of 1927 shall be
actunlly authenticated, delivered, and issued. In case any officlal or repre-
sentative who shall have signed any of the bhonds of 1927 shall cease to be such
official or representative of the Republic before the bonds of 1927 so signed shall
have been actually authenticated and delivered by the trustee, such bonds of
1927, upon request of the Republic. may nevertheless be authenticated and de-
livered as though the person who signed such honds of 1927 had not ceased to he
such ofticiul or representative of the Republic; and any bond of 1827 may be
signed on behalf of the Republic by such person as at the actual date of the
execution thereof shall be the proper official or representative of the Republie,
although at the date of the bonds of 1927, such person shall not have heen
such ofiieinl or representative of the Republice,

Only such bonds of* 1927 as shall have indorsed thereon a covtificate of
authentication substantially in the form hereinabove set forth and executed by
the trustee, and only the coupons appurtenant to such bonds of 1927, shull be
or become valld or obligatory for any purpoese ov be secured by, or be entitled
to the benefit of, this trust agreement : and such certificate executed by the
trustee shall be conclusive und the only evidence that the bond of 1927 so
authenticated an:d the coupons appurtenant thereto have been duly issued here-
under and that the holder thereof is entitled to the benefits of this trust
agreement,

Before authenticating and delivering any bhond of 1927, all coupons appur-
tenant thereto then matured shall be detached and canceled by the trustee and
delivered to a representative designated by the Republic for that purpose in
the city of New York, or sent by registered mail to the embussy of the Republic
in Washington, at the risk and expense of the Republic,

Sec. 4. Bonds of 1927, in definitive form. of the denominations of $1.000 or
$500, at any time outstanding, when surrendered with all unmutured coupons
attached, and upon the payment of the charges hereinafter provided, may be
exchanged for an equal aggregate principal amount of bonds of 1927 of the
other denomination. of numbers not contemporaneously outstanding, with all
unmatured coupons attached. Whenever any bond or bonds of 1927 shall be
presented for exchange under this section 4, with all unmatured coupons at-
tached, the Republic shall execute, and. upon surrender to it of such bond or
bonds of 1927 and coupons, the trustee shall authenticate and deliver in
exchange therefor, the hond or bonds of 1927 which the bondholder making the
exchange shall be entitled to receive, All bhonds of 1927 so surrendered for
exchange and the coupous appurtenant thereto shall be canceled by the trustee
and delivered to a representative designated by the Republic for that purpose
in the clty of New York, or sent by registered mail to the embassy of the
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Republic at Washington, at the risk and expense of the Republic. Upon every
exchange of bonds of 1927 the Republic mny make a charge therefor sufficient
to reimburse it for any tax or taxes or other governmental charge required to
be paid in connection therewith and in addition may charge a sum not exeeeding
$1 for each new bond of 1927 issued upon any such exchange,

The Republic agrees that it will at all times and from time to time, when
and as requested by the trustee, and in advance of the actuul need therefor,
provide the trustee with a sufficient number of bonds of 1927 of each denomina-
tion, duly executed by the Republic, and which when authenticated, exchanged,
and delivered pursuunt hereto, shall constitute the valid and binding obligations
of the Republie, to take care of exchanges of bonds of 1927 as herein provided,
which bonds of 1927, huwever, shall in no event be authenticated by the trustee
unless and until required in connection with any such exchange.

Sec. 5. Unless an event of default as defined in section 2 of Article VII hereof
shall have occurred und be subsisting, the Republic may, subject to the provi-
sions hereof, from time to time issue additional bonds under this trust agree-
ment by creating additional series of the bonds in accordance with the provi-
sions of this section 5; provided that the bonds of all series shall he limited,
except as provided in section 7 of this Article II, to the aggregate principal
amount of £5,000,000 English pounds sterling, or $24,332,600, the equivalent
amount in United States dollars at par of exchunge, $48665 for £1, The
bonds of each series shall he distinctively designated by the numben of the
yvear in which issued or by letter or in any other manner desired by the
Republic and satisfactory to the trustee. All bonds of the same series shall
be identical in form and substance except that they may be of different de-
nominations and may be in coupon or registered form and except that as
between bonds of different denominations and ax between coupon bonds and
registered honds there may he such appropriate differences as may be deter-
mined by the Republic and approved by the trustees at or before the issue of
the respective series, The several series may consist of different aggregate
principal antounts, and the maximum principal amount of bonds of any sevies
issuable shall be limited, and such limitation shall he expressed in the bonds
of such series. The bonds of each reries shall bear interest from such date,
at such rate. and payable on such dates and shall mature on such date after
January 1, 1960, as at the time of the creation of such series shall be fixed
by the Republic and stated in said bonds. A cumulative sinking fund shall
be crented for each series of the bonds of not more than 1 per cent per annum
to be applied to purchuse of honds at such prices or to the redemption of bonds
at their principal .amount or at such premium or in such other manner us the
Republic may provide at the time of the creation thereof. The principal and
interest of ench series of the bonds shall be payable in gold coin of the United
States of Ameriea or, if the Republic shall so provide at the time of the creation
thercof, in British gold coin, oy both, at the rate of exchange hereinbefore pro-
vided. The Republic may provide in the creation thereof that the bonds of any
series may be redeemed at its option in whole or in part before maturity at their
principal amount or at a premium plus accrued intevest, and such provisions
shnll be expressed in the bonds of said series, Except as aforesaid, the terms
and provisions of all additicnal series of the honds shall be substantially iden-
ticul with the terms and provisions of the bonds of 1927,  All bonds of any
series issued hereunder shall be entitled to share in the security of the pledged
revenues cqually and ratably with the outstanding bondx of the same and all
other series issued hereunder.

No honds of any series in addition to the $15,000,000, principal amount, of
the bonds of 1927 shall be issued by the Republic or authenticated by the
trustee unlegs and until the pledge revenues, calculated on a goid basis, shall
have averuged for the three years ending on the last day of the calendar
month next preceding the dute of issue of such additional bonds, and shall have
equalled for the last of such years, at leasi one and one-half times the maximum
amount necessary in any year to meet all charges for the services of interest
on and amortization of the bonds of all series outstanding at the time of such
additional issue and of the additional bonds to be issued.

Whenever requesting the authentication and delivery of any bonds in addi-
tion to the $15,000,000, principal amount, of the bonds of 1827, the Republiec shall
deliver to the trustee a certificate signed by its Minister of Finance or other
responsible official stating («¢) the average annual pledged revenues, calculated
on a gold basis, for the three years ending on the last day of the calendar
moanth next preceding the date of such additional issue, (b) the pledged
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1evenues, calculated on a gold basls, for the last of such years, (¢) that the
average anbual pledged revenues, calculated on a gold basis, for the three years
ending on the lust day of the calendar month next preceding the time of such
additional issue, are at least one and one-half times the maximum amount
necessary in any year to meet all charges for the service of intcrest on and
amortization of the bonds of all series outstanding at the time of such addi-
tional issue and of the additional bonds to be issued pursuant to such request,
and (d) that the pledged revenues, calculated on a gold basis, for the last of
such years were at least one and one-half times such maximum amount. The
trustee may rely upon such certificate in authenticating any additional bonds
hereunder and shall be absolutely protected in so doing. The trustee may,
however, in its discretion, require such further certificate or certificates or may
make such further investigation as it may deem necessary to determine that
such additional issue will comply with the requirements of this section 5. The
trustee, however, shall be under no obligation to require any such further
certificate or certificates or to make any such further investigation unless
requested so to do by the holders of 10 per cent of the honds then outstanding
hereunder, and unless tendered security and indemnity satisfactory to the
trustee against any and all costs, expenses, and liability,

If the Republic shall at any time request the authentication of any additional
bonds hereunder, the Republic shall, prior to the authentication of any such
additional bonds, execute and deliver to the trustee such supplemental agree-
ments hereto as the trustee, being advised by counsel, may deem requisite to
provide for all matters in connection with the creation of any new series of
bonds and the issue of any additional bonds hereunder as provided in this
section 5. All such supplemental agreements shall be duly authorized and
executed in conformity with the constitution and laws of the Republic,

Sz0. 6. A temporary printed or typewritten bond or bonds of any serles with
or without coupons, and with or without the facsimile seal of the Republic,
and of any denomination or denominations, substantially of the tenor of the
definitive engraved bonds of such series with such omissions, additions, and
variations as may be appropriate, may be executed by the Republic, authenti-
cated by the trustee and issued hereunder, subject to all the terms and condi-
tions hereof, and in such form as may be approved by counsel for the trustee,
exchangeable for a definitive engraved bond or bonds of the same series of like
aggregate principal amount and substantially of the same tenor, upon surrender
of such temporary bond or bonds with all unmatured coupons, if any, to the
trustee, when definitive engraved bonds are ready for delivery, and notice
thereof is given by the trustee; and the surrender of such temporary bond
or honds with 11 unmatured coupons, if any, shall be a full acquittance to the
trustee for the delivery of the defilnitive bonds and the trustee shall cancel
the temporary bond or bonds and coupons so received and deliver such cancetled
temporary bond or bonds and coupons, if any, to a representative designated
by the Republic for that purpose in the city of New York, or send the same by
registered mail to the embassy of the Republic in Washington, at the risk and
expense of the Republic, and shall be under no further obligation and have no
further duty with reference to said temporary bond or bonds. The temporary
bond or bonds of any series of the bonds at any time issued hereunder shall
bear the facsimile signature of the present, or any future Minister of Finance
of the Republic and/or shall be manually signed on behalf of the Republie
by its ambassador to the United States of America at Washington, or other
representative of the Republic thereunto duly authorized.

Seo. 7. If any bond shall become mutilated or be lost, stolen, or destroyed,
the Republic shall execute and thereupon the trustees shall authenticate and
deliver a new bond of the same series and denomination and having attached
thereto corresponding coupons, in exchange for such mutilated bond and cou-
pons or in substitution for such lost, stolen, or destroyed bond and coupons.
In case of loss, theft, or destruction, the applicant shall furnish the Republic
and the trustee and the fiscal agents with evidence satisfactory to each of
them of such loss, theft, or destruction and shall also furnish each of them
such security and indemnity as the Republic and the trustee and the fiscal
agents may respectively require in their absolute discretion. At the time of
the delivery of any new bond pursuant to the provisions of this section 7
the owner of such mutilated, lost, stolen, or destroyed bond shall reimburse
the Republic for any reasonable expense incurred by the Republic, including
any counsel fees and any charges made by the trustee in connection with the
execution, authentication, and delivery of such new bond, and also for any
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United States stamp tax or United States governmental charge incident to the
execution, authentication, and delivery of such new bond. The provisions of
this section 7 shall apply to any temporary bonds that may be issued hereunder.

Seo. 8. The Republic, the fiscal agents, and the trustee, and each of them
may deem and treat the bearer of any bond or coupon as the actual owner
of such bond or coupon for the purpose of making payment thereof and for
all other purposes whatsoever and neither the Republic nor the fiscal agents
nor the trustee nor any one of them, ghall be affected by any notice to the
countrary. The Republic agrees to indemnify and save the trustee and the
fiscal agents harmless from and against any and all Mability, costs, charges,
or expenses incurred by so treating any such bearer.

ARTICLE 3. REDEMPTION OF Boxps

Sporion 1. The bonds of 1927 are subfect to redemption, as a whole or in
part, at the option of the Republic, at the office of the fiscal agents in the city
of New York, on September 1, 1927, and on any interest date thereafter, at
105 per cent of the principal amount thereof and accrued interest to the
redemption date payable in gold coin of the United States of America, of or
equal to the standard of weight and fineness aforesaid,

In case at any time the Republic shall desire to redeem the bonds of 1927
as a whole or in part, the Republic shall so notify the fiscal agents in writing,
.specifying the interest duate (which shall not be less than 70 days after such
notification) on which it desires to make redemption and the principal amount
of the honds of 1927 which it desires to redeem. As soon as practicable there-
after the fiscal agents shall, on behalf of the Republie, give notice of such
redemption, by publication once a week for six successive weeks, the first
publication to be at least 60 days, and not more than 90 days, before the
redemption date, in at least one daily newspaper published in English in the
borough of Manhattan, in the city of New York, specifying the date of such
proposed redemption and the redemption price, and, in case of partial redemp-
tion, the numbers of the bonds of 1927 {0 be redeemed, and requiring that
the bonds of 1927 so called for redemption and all coupons appurtenant thereto
maturing on and after such redemption date be surrendered on or after such
redemption date at the office of the fiscal agents in the borough of Munhattan,
in the city of New York, for redemption at said redemption price, and stating
that interest on such bonds of 1927 shall cease on such redemption date; and
upon such redemption date the bonds of 1927 so called for redemption shall
become due and payable as aforesaid.

In cave of partial redemption, the fiscal agents shall determine by lot in
any usual manner, deemed fuir by the fiscal agents, the numbers of the bonds
of 1927 to be redeemed. A representative of the Republic may be present at
any such drawing, if.the Republic s0 elects.

The Republic shall, at least 30 days prior to the date so fixed for such
redemption, deposit with the flscal agents a sum of money sufficient to pay
the redemption price of the bonds of 1927 so called for redemption together with
the accrued interest thereon to the date of redemption, and the fiscal agents
shall pay out of such deposited moneys the principal of, and preminm and
accrued Interest on, all such bonds of 1927 presented for surrender and redemp-
tion on and after said redemption date. From and after the date so designated
for redemption, the notice aforesaid having been published and the deposit
aforesaid having been made, all bonds of 1927 so called for redemption shall
cease to draw interest and upon presentation and surrender of said bonds
of 1827, in accordance with said notice, with all appurtenant coupons maturing
on and after the date designated for redemption, said bonds of 1927 shal1 be
paid by the Republic at the redemption price aforesaid plus accrued interest to
such redemption date. If not so paid on presentation, said bonds of 1927 shall
continue to bear interest at the rate of 7 per cent per annum upon the principal
amount thereof until paid. Any moneys set aside pursuant to subdivision (a)
of section 4 of article 4 hereof for the payment of the interest due and payable
on the date designated for redemption on the bonds so called for redemption
shall be credited against the obligation of the Republic to deposit such acerued
interest as aforesaid.

580, 2. All bonds of 1927 paid and redeemed under the provisions of this
article 8 and all coupons appurtenant thereto chall immediately upon such pay-
ment and redemption be delivered by the fiscal agents to the trustee, and the
trastee shall forthwith cancel and deliver the same to a representative desig-

UV
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nated by the Republic for that purpose in the city of New York, or send the
same by registered mail, to the embassy of the Republic at Washington, at
the risk and expense of the Republic. No bonds of 1927 shall he issued in
place of such bonds of 1927 so redeemed and canceled.

ARTICLE 4—PAYMENTS BY OR ON BEHALF oF THE REPUBLIO

Sepo. 1. Until all the bonds of 1927 shall have been redeemed or paid, the
Republic shall pay semiannually to the fiscal agents for the semiannual service
of interest on and amortization of the bonds of 1927, the sum of $600,000 in
gold coin of the United States of America of the standard aforesaid, which
semianuual sum is calculated to pay nll interest charges on the bonds of 1927
and to retire the entire issue thereof by maturity as shown by the table of
amortization, which is aunnexed hereto and marked Exhibit A, Such sums
shall be paid by the Republic in monthly installments as hereinafter in section
2 of this article 4 provided and shall be applied by the fiscal agents, upon receipt
thereof, in the manner herelnafter in section 4 of this article 4 provided.

SEC. 2. The Republic will pay, so long as uny of the bonds of 1927 shall he
outstanding, to the fiscul agents at their principal oftice in the city of New York,
in gold coin of the United Statex of America of the standard aforesaid. the
following amounts;

(e¢) The sum of $100,000 in March, 1927, and monthly in each calendar month
therea’ler. Said sum is equul to one-sixth of the amount necessary for each.
semiannual installment for the service of interest on and amortization of the
bonds of 1927 ax hereinbefore in section 1 of this article 4 provided. Such
monthly panyments shall be made in the following manner: On the first Monday
of each culendar month, beginning with the first Monday in March, 1927, and
on each Monday thereafter all amounts collected by or on behalf of the Republic
from the pledged revenues during the preceding week ~hall be pzaid by or on
behalf of the Republic to the representative of the flseal agents in Peru (ap-
pointed as hereinafter in section 1 of article 12 provided and hereinafter called
the Peruvian representative), until the entire amount of the monthly payment
aforesaid shall have been recelved by the Peruvian representative. Such weekly
payments shall be made either in dollars of the United States of Awmerlca, or,
with the consent of the fiscal agents, in Peruvian pounds und in the event that
such payments shall be made in Peruvinn pounds, the amount thereof shall be
applied by the Peruvian representative, as soon as practicable ufter the receipt
thereof, to the purchase of dollars for account of the Republic. All such dollars
so paid or purchased shall, at the direction of the fiscal ngents,” forthwith he
remitted by the Peruvian representative to the fiscal agents in the city of
New York.

(b) Such sum on or before the last day of each calendar month, commencing
with March, 1927, as may be necessary to make up the deficiency, if any, by
which the pledged revenues of the Republic, paid over for the service of interest
on and amortization of the bonds of 1927 as in paragraph («) above provided,
shall not be sufficlent for the full payments therein specified to he made In
respect of each such calendar month.

Any such consent of the fiscal agents to the payment by the Republic to the
Peruvian representative in Peruvian pounds as in suhdivision (@) of this sec-
tion 2 provided, may at any time be revoked by the fiscal agents by notice in
writing addressed and sent by registered mail to the wmmbassador of the Republic
at Washington, and thereupon such payments to the Peruvian representative
shall be in dollars of the United States of America,

SEC. 3. The fatlure of the dsecal ngeats to secure the services of a bank, firm,
corporation, or responsible individual to act as its representative in I’eru or
the failure of the fiscal agents to appoint such representutive in I'eru, shall
not relieve the Republic of its obligntion to make the full monthly payments
provided in section 2 of this article 4, and the Republic agrees that in such
event it will make such payments in dollars directly to the fixcal ugents in the
¢ty of New York.

Skc. 4. The fiseal agents shall apportion and apply the moneys received by
them pursuant to the provisions of section 2 of this article 4 as follows:

(a) The fiscal agents shall set avide out of such moneys received by them in
each calendar month one-sixth of the amount necessary to piay the interext due
and payable on the next succeeding interest puyment date on the honds of 1927
outstanding on the preceding interest payment date and shall apply the same
to the payment of such interest on such next succeeding lnterest pnyment date
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on presentation and surrender of the coupons for such iuterest in accordunce
with the terms theveof,

(1) The fiscal agents shall set aside the balance of such moneys received by
them in each calendar month as a sinking fund for the redemption of honds of
1927 on behalf of the Republie on the next succeeding interest paynent date and
shall apply the same to such redemption on such interest payment date in the
manner herelnafter in section 1 of article 5 hereof provided.

ARTICLE 5, —SINKING FUND

Skcrion 1, The moneys set aside by the fiseal agents in each six months’
period pursuant to subdivision (b) of section 4 of article 4 hereof, together with
any amounts carried forward form the next preceding six months' perlod pur-
sunnt to section 2 of this article 5, shall he applied by the fiseal agents to the
redemption on the next succeeding interest payment date (the first application
to such redemption to he made September 1, 1927, and the subsequent applica-
tions to be made on interest pnyment dates thereafter) of honds of 1927 at the
redemption price of 105 per cent of the principal amount thereof and accrued
interest thereon to such interest payment date at the oftice of the fiscal ngents,
in the Borough of Manhattan, in the city and State of New York, in gold coin of
the United Stutes of America of or equal to the standard of weight and fineness
aforesaid ; and the fiscal agents are hereby authorized and empowered to redeem
honds of 1927 with such moneys in the manner and at the redemption price
uforesaid on each interest payment date in the name and on behalf of the
republic and at its expense, ‘The serinl numbers of the bonds to he redeemed in
each case shall be selecterl, and notice of each such redeniption shall be given,
in the sanie manner as in the case of partial redemption of honds of 1927 by the
Republic, as provided in section ;i of atticle 3 hereof, except that notice of
redemption for the sinking fund shall be published once a week for three suc-
cessive weeks prior to the date on which such redemption is to be made, the first
publication to be made not more than 45 days and not less than 30 days prior to
such redemption date. From amd after the date so set for redemption, notice
having been given by publication as aforesnid and'the mo eys required for such
redemption having heen pald to the fiseal agents, all bonds of 1927 so called
for redemption shall cease to draw interest and upon presentation and surrender
of suid bonds of 1927 in accovdance with said notice, with all appurtenant
coupons maturing on or after the date designated for vedemption, safd honds of
1927 shall be pald and redeemed by the vepublic at the redemption price afore-
said and acerued interest to the date of such redemption. If not so paid on
presentation thereof, said bonds of 10927 shall continue to bear interest at the
rate of 7 per cent per annum on the principal amount thereof until pa'd,

Accrued unpaid interest on honds of 1927 redeemed for the sinking fund
shall not be paid by the fiscal agents out of the moneys set nside for the sink-
ing fund pursuant to suhdivision (b) of section 4 of article 4 hereof nor out of
any other moneys in the sinking fund, but shall be paid out of the moneys set
aside pursuant to subdivision (a) of said sectlon 4 of article 4 hereof for the
payment of interest on the bonds of 1927,

SEc. 2, Any fractional amounts of moneys applicable to the redemption of
bonds of 1027 for the sinking fund which cun not he so allied by reason of the
fact that there are no honds of 1927 in denominations smaller than $500 and
which thus remain in the hands of the fiseal agents after any semiannual
interest payment date shall be carried over and applied with the moneys set
aside for the sinking fund during the next succeeding six months® period to the
redemptior. of bonds of 1927 on the next succeeding interest puyment date,

Sec. 3. All honds of 1027 paid and redeemed for the sinking fund pursuant
to section 1 of this article 5 and all coupons appurtenant thereto shall immedi-
ately upon such redemption be delivered by the fiseal ngents to the trustee and
the trustee shall cancel and deliver the same to a representative designated hy
the Republic for that purpose in the city of New York, or send the same by
registered mail to the embassy of the Republic at Washington, at the risk and
expense of the Republic. No bonds shall be issued in place of such bonds of
1927 so redeemed.

SEc. 4. No expenses of any character incurred by the fiseal agents in connec-
tion with the administration of the sinking fund shall be charged against the
sinking fund or paid out of any moneys in the sinking fund, but all such
expenses shall be borne by the Republic and shall he paid by the Republic to
the fiscal agents upon their written request,
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ARTICLE 6.~—PARTICULAR COVENANTS OF THE REPUBLIO

The Republic covenants and agrees as follows:

SeorioN 1, The Republic will duly and punctually pay the principal of, and
the premium and the interest upon the bonds, according to the tenor thereof and
hereof, in every case free from and without deduction or diminution for any
taxes, ussessments, charges, levies, or duties of any nature now or at any
time hereafter levied or imposed by the Republic or by any State, Province,
municipality, or other taxing authority thereof or therein. The Republic will
make payment of such principgl, premium, and interest in time of war as well
as in time of peace and whether the holders of the bonds and coupons be
citizens or residents of a friendly or of n hostile State.

The interest on coupon bonds shall be payable, until the maturity thereof,
only upon presentation and surrender of the several coupons for such interest
as they respectively mature. The interest on temporary bonds, if issued without
coupons, shall be payable only upon the presentation thereof for the notation
thereon of such payment, The interest on registered bonds shall be payable
only to the registered holders thereof. When and as paid, all coupons shall
forthwith be delivered by the fiscal agents to the trustee and the trustee shall
cancel and deliver the same to a representative designated by the Republic
for that purpose in the city of New York, or send the same by registered mail
g thglfmbassy of the Republic at Washington, at the risk and expense of the

epublic.

The Republic will not directly or indirectly extend or assent to the extension
of the time of payment of any coupon or claim for interest on any of the bonds,
and will not dirvectly or indirectly be a party to or approve such extension by
purchasing or refunding such coupons or claims for interest, or in any other
manner,

The Republic covenants that it will pay the stamp taxes and other dutles
and charges, if any, to which, under the laws of the Republic this trust agree-
meut or the bonds, temporary or definitive, may be subject.

Seo. 2. The Republic covenants that, so long as any of the bonds shall be
outstanding, it will maintain’'an office or agency in the borough of Manhattan,
in the city and State of New York, where notices, requests, or demands in
respect of the bonds or interest coupons, or of this trust agreement, may be
served, and from time to time the Republic will give written notice to the
trustee of the location of such office or agency. In case the Republic shall
fail to maintain such office or agency or to give the trustee notice of the location
thereof, such demands may be made, and such notices and requests may be
served, at the principal oftice of the trustee in said borough of Manhattan,

Sec. 3. The Republic covenants that it will not permit the authentication and
delivery of any bonds hereunder In addition to the $15,000,000, principal
amount, bonds of 1927, other than bonds issued to effect exchanges of bonds or
to replace mutilated, lost. stolen, or destroyed bonds as provided in sections 4
and 7 of article 2 hereof, except in accordance with the provisions of section 5
of article 2 hereof.

Sec. 4. The Republic covenants that it will, from time to time upon the
request of the trustee, furnish the trustee with a report or statement signed by
the minister of finance or other responsible official of the Republic, showing in
reasonable detail the receipts and expenditures of the Republic each month
during the period specified in such request, and that it will furnish any other
information which the trustee may request aq to any other matters pertaining
to its revenues or affecting the service of the bonds or the performance of its
covenants contained in this trust agreement.

Seo. 6. The Republic covenants that the pledged revenues arve free from all
liens or charges whatsoever except such liens or charges as are specifically
excepted in section 2 of article 1 hereof, and the Republic further covenants
that, so long as any of the bonds are outstanding, it will not create or suffer
to be created any lien or charge upon the pledged revenues prior or equal to the
lien and charge of the bonds issued hereunder.

Seo. 6. The Republic covenants that, so long as any of the bonds are out-
standing, it will not reduce, abolish or in any manner impair, or permit the
reduction, abolition, or impairment of, the pledged revenues, or abolish or
impair the monopoly or in any other manner impair, or permit the impairment
of the security of the bonds.

Seo. 7. The Republic covenants that, at the election of the fiscal agents and
so long as any of the bonds are outstanding, one person designated by the fiscal
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agents shall be a member of the board of directors (consejeros) of the caja
or, as the case may be, of any successor company which shall be designated by
the Republic to collect the pledged revenues, and one person designated by
the fiscal agents shall be an alternate member of such hoard to act in the place
and stead of such member in case of such member’s death, resignation or
inability for any reason to act; and the Republic covenants that at all times
such member, or, in case of such member’s death, resignation, or inability to
act, such alternate member, shall have the same rights and powers, in so far
as are concerned all matters relating to the manufacture and sale of tobacco
and its products and the collection of the pledged revenues, and shall be
entitled to the same compensation, as other members of such board. In case
of the death, resignation or inability for any reason to act of such member
go designated, the alternate member shall act in such member’s place and stead
until the fiscal agents shall similarly designate the successor of such member
and the Republic covenants to elect or appoint, or to cause to be elected or
appointed, as soon as practicable thereafter, such successor & member of such
board. In case the successor so designated shall be the person previously
designated as alternate member, or in case of the death, resignation, or inabil-
ity for any reason to act, of the alternate member, & successor of such alternate
member shall be similarly designated by the fiscal agents and the Repubiic
covenants to elect or appoint, or to cause to be elected or appointed, as soon as
practicable thereafter, such successor an alternate member of such board.

If, at any time so long as any of the bonds of 1927 shall be outstanding.
the Republic shall withdraw from the caja or any successor thereto, the col-
lection of the pledged revenues, or the caja or such successor either hy virtue
of the op . ration of paragraph 9 of article 2 of the law of the Republic No.
4500 (law creating the Banco de Reserva del Peru) or for any other reason
whatsoever shall cease to collect the pledged revenues, the fiscal agents in
agreement with the Republic may in their discretion, but shall not be obli-
gated to, appoint a company, now in existence or to be organized, firm, or
responsible individual to take over the entire collection of the pledged reve-
nues. In the event of the appointment of such company, firm, or individual,
the Republic shall immediately transfer to such company, firm, or individual
and will cause the caja and any other collection agency for the collection of
the pledged revenues to transfer to such company, firm, or individual all the
facilities for the collection and control of all the pledged revenues and, there-
upon such company, firm, or individual shall collect the pledged revenues and
shall, from the sums collected, after deducting all its or his reasonable ex-
penses, {ncluding an-allowance for its or his reasonable compensation and the
expenses and compensation of the trustce and flscal agents, remit to the fiscal
agents in New York the amounts for the service of interest on and amortiza-
ti(Ln of fthe bonds of 1927 as set forth in paragraph (a) of section 2 of article
4 hereof, .

In the event that the fiseal agents shall appoint a company for the purpose
above mentioned, the Republic shall have the right to name one of the mem-
bers of the board of directors of such company and, in the event of the death,
resignation, or inability for any reason to act of such member, a successor.

Sec. 8. The Republic covenants that it will apply the proceeds of the sale
of the bonds of 1927, to the payment of the secured gold notes outstanding at the
date of this trust agreement, to the construction of plants and the purchase of
machinety for the manufacture of cigars and cigarettes, to the construction
of railroads, irrigation, and sewage systems and for other lawful purposes.

Seo. 9. The Republic covenants that all acts, conditions and things pre-
scribed by the constitution and laws of the Republic, which are necessary to
make this trust agreement and the bonds of 1927 the valid and binding obli-
gations of the Republic, have been done and performed and have happened.

ARTICLE 7.~—REMEDIES OF TRUSTER AND BONDHOLDERS

SectioN 1. Neither (@) any coupon which shall have been extended in con-
travention of the provisions of section 1 of article 8 hereof, nor (b) any cou-
pon which in any way, at or after maturity, shall be transferred or pledged
separate and apart from the bond to which it Is appurtenant, shall be entitled,
in case of default hereunder, to any benefit from this trust agreement, except
after the prior pnyment in full of the principal of, and premium upon, all the
bonds and of all the coupons not so extended, transferred, or pledged.

N
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SEc. 2. If one or more of the following events, herein called events of default,
shall happen, that is to say—

(a) Default shall be made in the prompt payment of the principal of. or
the premium upon, any of the bonds, or any part of such principal or pre-
mium, us and when the same shall hecome due and payable, whether at ma-
turity, by proceedings for redemption, or otherwise, as therein and herein
provided ; or

(b) Default shall be made in the payment of any instalment of interest on
any of the bonds, as and when the same shall hecome due and payable. as
therein and herein provided, and such @efauit shall continue for a period of
30 days; or

(¢) Default shall be made in any payment to the fiscal agents for the service
of interest on and amortization of the bonds, as and when the same shall be-
come due and payable, as hevein provided, and such default shall continue for
a period of 30 days; or

(d) Default shall be made in the performance of any other covenant in the
bonds or in this trust agreement contained, and such default shall continue for
a period of 30 days after written or cabled notice to the Republic from the
trustee specifying the nature of such default;
then, and in each and every such case, during the subsistence of such event
of default, and whether or not a special collections agency has been appointed
as hereinafter in section 3 of this article 7 provided, the trustee may, and,
upon the written request of the holders of not less than one-fourth in prinei-
pal amount of the bonds then outstanding. shall, by written or cabled notice to
the Republic, declare the principal of all the bonds then outstanding (if not
already due and payuble) to be immediately due and payable, and upon any
such declavation the principal of all the bonds then outstanding shall imme-
diately become and be due and payable, anything in the trust agreement or in
the bonds to the contrary notwithstanding.

This provision, however, is subject to the condition that i¥ at any time after
the principul of the bonds shall have so become due and payable, and prior to
the date of the maturity thereof stated in the bonds, all arrears in payment of
the interest on amd amertization of all of the honds, with interest at the rate
of 7 per cent per anhum on any overdue payments, and the expenses of the
trustees and of the fiscul agents, shall be paid by the Republic, and every other
default in the observance or performance of any covenant or condition of the
bonds or of this trust agreement shall be made gootl or be secured to the satis-
faction of the trustee, or provision deemed by the trustee to be adeguate shall
be made therefor, then and in every such case the holders of a majority in
principal amount of the bonds then outstanding, by a written notice to the
minister of finance of the Republic and to the trustee, may waive the default
by reason of which the principal of the bonds shull have so become due and
payable, and may rescind and annul such declaration and its consequences;
but ne such waiver, rescission or annulment shall extend to or shall affect any
subsequent default or impair any right consequent thereon,

Sec. 3. In case any one or more of the events of default mentioned in sectivn
2 of article 7 shall have happened and be subsisting, and whether or not the
principal of all of the bonds then outstanding shall have been declared due and
payable as hereinbefore in section 2 of this article 7 provided, the trustee may.
and, upon the written request of not less than one-fourth in principal amount of
the bonds then outstanding, shall appoint, and the Republic shall be obligated to
consent to the appointment of, and the Republic hereby does consent to the ap-
pointment of a special collections agency, which shall be a company, bank, firn.
or responsible individual designated by the trustee with the =ole right to collect,
at the expense of the Republic, the pledged revenues. In the event of the ap-
pointment of a special collections agency, the Republie shall immediately trans-
fer to such agency and will cause the caja and any other collecting agency for
the collection and control of the pledged revenues to transfer to such special
collections agency all the facilities for the collection of the pledged revenues and
thereafter all moneys= payable to the Republic and/or any other collecting ageney
from the pledged revenues shall be paid to such speeial collections agency.
special collections agency shall acknowledge receipt of all moneys received by it
by issuing receipts in such form as it shall determine and the Republic cove-
nants that such receipts, and only such receipts, shall be full acquittance for the
payment of any moneys due and payable to the Republic and that if reqguestel
by the special collections agency such recelpts shall be countersigned on behalf
of the Republic by its Minister of Finance or other duly authorized representa-
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tive. From the sums collected, the specinl eolleetions ageney ~hall, after deduct-
ing all its reasonable expenses, including an allowamce for its own reaxonable
ecmpensation, retain and remit to the trustee in New York the remainder thereof
until the full amount then due on the bonds and comens for principal. premium.
and interest and otherwise. under the trust asrvemsent. including the expenses
and compensation of the trustee. the fiscal agents and their representatives,
shall have been fully paid and discharged. aml shal) then. if any of the bonds
remain outstanding, retain and remit to *he fiscal apents in New York from
time to time as required the amounts required for the servioe of interest on and
amortization of such bonds and all other amounix paxable under the trust agree-
ment as aforesald when and as the same shall becvene due and payvable, The
Republie <hall pay all the costs and expenses of administration of the monopoly
oat of other revenues of the Republic. Any balanw of the collected revenues
not required by the special collections agency for the purposes above specified
shall be pald over to the Republic.

Sec. 4. In case any one or more of the events of default mentioned in section
2 of this article 7 shall have happened, and soch defanlt shall be continuing, the
trustee may, in its discretion, and upon the writien regoest of the holders of
onefourth in prineipal amount of the bonds then vatstanding and upon being
indemnified to its satisfaction shall proceed by dus and apgropriate proceedings
ander the laws of the Republic of Peru or oiberwie. a< it may be advised by
wounsel and as may appear to it to be desirable or peoessary. ta enforee the
terms and provisions of this trust agreement. and stherwise to take all neces-
sary and proper steps for the collection of the amwunt then due and payable in
respect of principal, premium and interest. and intere~t upon interest, upon all
of the bonds and coupons, and all other amourt< that nay then be due and pay-
able under this trust agreement. The trustes ix bereby frrevocably appointed
the special agent and representative of the holders «f the bonds and vested with
full power and authority on their behalf to enforee this trust agreement for the
benefit of the bondholders. with full pnwer and auth«aritx to tring and defend.
as such trustee. for and on behalf of such bwadhdders, and each of them, any
action or proceeding in the Republic or elsewhere fir the interpretation and
enforcement of this trust agreement : but. anythin= in this trust agreement con-
tained to the contrary notwithstanding, the boblers of a majority in principal
amount of the bonds then outstanding. in case apy one or more of the events of
default mentioned in section 2 of this article 7 shall have happened, and such
default shall be continuing, shall. in =0 far a< may e lawful. have the right,
from time to time, to direct and contrwl any prreeediogs for the collection of the
amounts due and payable upon the bends. or any «f them. or any other proceed-
ings taken by virtue of any provisions of this truest agreement : hut they shall
have no right or power to involve the trustee in any perconal liability of any
kind without first and from time to time indemnifying it to its catisfaction,

Sec. 5. In case the trustee shall deéclars th- pritxdpal of the bonds issued
hereunder to be immediately due and payable as pwovided in section 2 of this
article 7, or in case the trustee shall appeint a qe<ial collections ageney as
provided in section 3 of this article 7. the fiwal azents <hall forthwith pay to
the trustee all interest and sinking-fund meneys and redemption moneys paid
to them prior to such declaration or to such apgwintnes:t and remaining in their
hands. and the trustee shall apply such moness rataby to the bonds of the series
in respect of which such interest and sinkinz-fond moners and redemption
mocneys were paid to the fiscal agents.

Sec. 6. In case of any pavments to the trt«e Ly the special collections
ageney. or the collection of any funds for the benefit «f the holders of the bonds
by the enforcement of this trust agreement. the amcunts (ollected or received
by the trustee, together with all other funds which may then he in its poscession
and be distributable, except funds receivert fooumn the Gacal agents as provided in
section 5 of this article 7, shall be applied a< follows:

(1) To the payiment of the costs, expensex. fres. and other charges of any
proceedings whatsoever taken by the truster pur-mant to «ection 4 of this article
7 and the reasonable compensation of the tra<te- its asents and attorneys, to
the payment of all expenses and lHabilities incarred and advances or dishurse-
ments made by the trustee, and to the payment of all expenses incurred by the
fi«eal agents and the Peruvian representative:

(2) Any amount then remaining to the paymsest:

(ay If the principal of *all the bonds ~hall pe? have become due and payable,
of the whole amount of interest. if apy. then due~ and uonaid upon the bonds
outstanding. ratably according to the agzrezmte of such due and unpaid interest
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with interest on all overdue instalments of interest at the same rates respec.
tively borne by the bonds the interest upon which shall be in default, and any
amount then remaining to the principal then due and unpaid, if any, of the
bonds outstanding, ratably according to the aggregate of such due and uopaid
principal, and any amount then remaining to the payment to the fiscal agents
of any payments then due and unpaid for the service of the bonds, for interest,
sinking fund, or otherwise, such payments to be applied by the fiscal agents to
the payment of the interest and sinking fund of each series of the bonds ratably
in proportion to the aggregate amount then due and unpaid for interest and
sinking fund of each such series; or

(b) If the principal of all the bonds shall have become due and payable, of
the whole amount due and unpaid upon the bonds, for both principal and inter-
est, with interest on all overdue instalments of interest at the same rates
respectively borne by the bonds the interest upon which shall be in default; and
in case the amount so applicable shall be insufficient to pay in full the whole
amount so due and unpaid upon the bonds, then to the payment of such principal
and interest ratably according to the aggregate of such principal and unpaid
interest without preference or priority of principal over interest, or of interest
over principal, or of any instalment of interest over any other instalment of
interest ;

(3) If the principal of all of the bonds shall not have become due and pay-
able, any amount then remaining to the payment to the fiscal agents of the
amounts required for the service of interest on and amortization of the bonds
when and as the same shall become due and payable.

880, 7. No remedy herein conferred upon, or reserved fo, the trustee is
intended to be exclusive of any other remedy or remedies, but each and every
such remedy shall be cumulative and shall be in addition to every other
remedy given hereunder or now or hereafter existing under the laws of the
Republic or of the United States of America, or otherwise, The Republic
recognizes that the trustee, or its successor or successors, acting as the rep-
resentative of the holders of the bonds issued hereunder, may represent said
holders and may institute and carry on for them in its own name all actions
and proceedings, whatever be the grounds thereof, without being required to
produce any of the bonds in any court or elsewhere, or to prove its agency
for, or authority from, said holders. These provisions are of the essence of
this trust agreement and of any agreev 2nt or instrument supplemental hereto
and the respective holders of the bonds, by their acceptance of the bonds,
irrevocal. confer upon the trustee the authority aforesaid,

-Spo, € ;- case the trustee shall have proceeded to enforce any right under
this trus ngreement, and any such proceeding shall have been discontinued
and abandoned for auny reason, or shall have been decided adversely to the
trustee, then and in every such case, the Republic and the trustee shall sev-
erally and respectively be restored to their former position and rights here.
under and in respect of the pledged revenues, and all rights, remedies, and
pol:vers of the trustee shall continue as though no such proceeding had been
taken,

SEC. 9. No delay or omission of the trustee. or of any holder of any of the
bonds, to exercise any right or power accrued hereunder upon any event of
default, shall impair apy such right or power, or shall be construed to be a
walver of any such default or an acquiescence thérein: nor shall the action
of the trustee or of the holders of the bonds, in case of any default or in case
of any default and the subsequent waiver of such default, affect or impair the
rights of the trustee or of such holders with respect to any subsequent default
on the part of the Republic, or impair any right resulting therefrom, and
every power and remedy given by this article 7 to the trustee or to the holders
of the bonds, respectively, may be exercised from time to time. and as often
as may be deemed expedient, by the trustee or by such holders.

ARTICLE 8, —BONDHOLDERS' ACTS, HOLDING AND APPABENT AUTHORITY

SecrioN 1. Any demand, request, notice, direction, consent, waiver, appoint-
ment, removal, or other insirument required or permitted by this trust agree-
ment to be signed or executed by holdars of bonds may be in any number of
concurrent writings of similar tenor and may be signed or executed by such
holders in person or by agent appointed in writing. Proof of the execution of
such demand, request, notice, direction, consent, waiver, appointment, removal,
or other instrument, or of the writing appointing any such agent, and of the
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ownership by any person of bonds or of coupons, shall be sutficient for any
purpose of this trust agreement and shall be conclusive in favor of tlie trustee
or of the Republic with regard to any action by them, or either of them, taken
under such instrument, if such proof be made in the following manner:

(1) The fact and date of the execution by any person of any such instru-
ment may be proved by the certificate under his official seal of any notary
public or other officer in any jurisdiction, who, by the laws in force in such
jurisdiction, has power to take acknowledgments or proofs of deeds to be
recorded within such jurisdiction, certifying that the person signing such
snstrument did acknowledge before him the execution thercof, or may be
proved by the aftidavit of a wituess of such execution,

(2) The fact of the holding by any person of bonds and coupons and the
smounts and numbers of such bonds, and the date of his holding the same,
may be proved by a certificate executed by any trust company, bank, banker,
or other depositary (wherever situated), if such certificate shall he deemed by
the trustee to be satisfactory, showing that at the date therein. mentioned
such person had no deposit with, or exhibited to, such trust company, bank,
bauker, or other depositary the bonds and coupons described in such certifi-
cite. Such ownership shall be presumed to continue until written notice to
the contrary is served upon the trustee,

ARTICLE IN—CONCERNING THB TRUSTEE

SectioN 1. ‘The trustee for itxelf and its successors hereby accepts the trusts
created by this trust agreement, but on'y upon the terms and conditions hereof,
including the following, all of which shall bind the Republic and the holders
of the bonds and coupons appertaining thereto:

It <hall be no part of the duty of the trustee to see to any recording, register-
ing, or filiug of this trust agreement or to give any notice thereof or to see to
the payment of or be under any duty in respect of any tax or assessment or
other governmental charge which may be levied or assessed against the interest
of the trustee or of the holders of the bonds in the pledged revenues or against
the owners or holders of the bonds or coupons or to see to the payment or
discharge of any other or prior liens upon any of the pledged revenues or to
see to the performance or observance of any of the covenants or agreements
hereof on the part of the Republic.

Unless and until the trustee shall have recelved written notice to the con-
trary from the holders of not less than 10 per cent in principal amount of
the bonds outstanding, the trustce need not take notice of any default or
event of defauit and the trustee may for all purposes conclusively assume that
no Jdefault or event of default has occurred cor is continuing and may so nssume
unless the said notice shall distinetly specify the default desired to be brought
to the attention of the trustee and the continuance thereof,

The trustee shall not be required to take any action in respect of any default
or eveni of default which, in the opinion of the trustee, will be likely to involve
it in expense or lability, or to take any action toward the execution or enforce-
went of the trusts hereby created or to institute, appear in, or defend any
action, suit, or other proceeding in connection herewith, unless requested so to
do by an instrument or concurrent instruments in writing, signed by the holders
of not less than 10 per cent, in principal amount of the bonds outstanding and
delivered to the trustee, and unless tendered security and indemnity satisfactory
to the trustee against any and all costs, expenses, and l'ability, anything herein
contained to the contrary notwithstanding; but neither any such notice or
requext, nor this provision therefor, shall affect any discretion herein given to
the trustee, or any method herein provided of -determining whether or nnt the
trustee will take actlon with respect to such default or event of default or
whether or not it will take action without such request or indemnity.

The trustee shall not be required to recognize anyvone as a holder of honds
issued hereunder, unless and until the bonds clalmed to be held are submitted
to the trustee for inspection and title thereto established to its satisfaction.

The trustee shall not be compelled to do any act or to make any payment
hereunder or in respect hereof, unless put in funds for the purpose. Whenever
any provision is made herein for the payment of moneys by the trustee nt any
time, the trustee shall in no event be Hable beyond the amount of moneys
tleposited with it for such purpose,

92028—32—pr 3—90
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All representations and recitals contained in this trust agreement and in
the bonds and coupons (save only the certificate of authentication of the trustee
upon the bonds) are made by and on behalf of the Republic; and the trustee
(save as aforesaid) is in no way responsible therefor or for any statement
therein contained or for any action or thing by it done, suffered, or permitted
by reason of any representation made by the Republic or any of its officials
or representatives, The trustee mukes no representations as to the value of the

_ pledged revenues or as to the sufliciency of the security purported to be created
thereby for the benefit of the holders of the bonds and the trustee purports to
have no knowledge in respect thereof,

The trustee shall not be responsible for the execution or validity hereof or
of the bonds, and makes no representation in respect thereof. The trustee shall
not be under any duty or obligution to give notice to any person of the makiog
of this trust agreement or to see to the application of any payments made to
it, except as herein provided, or of the sale or disposition of any bonds at any
time authenticated by it hereunder.

The trustee shall be protected in acting upon any notice, demand, waiver,
request, consent, opinion, certificate, report, statement, list, communication,
letter, telegram, cablegram, or radiogram, bond or other paper or document
helieved by it to be genuine and to have been signed, sent, or presented by the
proper party or parties.

The trustee shall be under no obligation to muke any invest'gation as to any
statement made in any certificate or other document filed with the trustee.

The trustee may esxercise its powers and perform its duties by or through,
and many select and employ in and about the execution of the trusts hereby
created, attorneys, appraisers, accountants, agents, and other employees, whose
reasonable compensation shall be deemed part of the expenses of the trustee.
The trustee shall not be answerable for the act, default or misconduct of any
cotrustee, or copledgee, or depositary hereunder, If any, or of any attorney,
appraiser, accountant, agent, or other person employeil or approved by it pur-
suant to the provisions hereof if selected with reasonable care; nor shall the
trustee be liable for any action whatever tuken by it hereunder, except its own
willful misconduct.

The trustee may advise with American, Peruvian, or other forefgn counsel
(who may be counsel for the Republic) and the opinion of counsel shall be full
protection and justification to the trustee for anything done or omitted or
suffered to be done by it in accordance with such opinion.

The trustee or any company in which it may be interested or any officer,
stockholder, or director of the trustee or of any such company, in its or his
iudividual or fiduclary capacity, may acquire, hold, or dispose of bonds and
coupons, or may engage in or be interested in any financial or other transactions
with the RRepublic, and the trustee may act as depositary, trustee, or agent
for any committee or body of holders of bonds or securities, whether or not
secured hereby, all with the same rights as though the trustee were not trustee
hereunder.

Any moneys at any time received or held by the trustee under any of the
provisions of this trust agreement, whether trust funds or otherwise, may be
treated by it as a general deposit, without any liability for interest save such
as during that time it shall agree with the Republic to pay thereon. So iong
as none of the events of default specified in section 2 of article 7 hereof shall
have happened and such default shall be continuing, all interest allowed by
the trustee as aforesaid shall be paid by it from time to time to the Republic
or upon its order. The trustee shall not be under any duty to invest any funds
held by it or subject to its control,

Any action taken by the trustee upon the request, consent, or authority of
any holder of any bonds shall be conclusive upon all future holders or owners
of any bonds, and of any bonds issued in exchange therefor or in place thereof,
in respect of which such request, authority or consent was given,

Skc. 2. The trustee shall be entitled to compensation for services rendered
by it in the execution of the trusts hereby created, at the rate of $750 per
annum. and the Republic agrees from time to t'me on demand to pay such
compensation (wbich shall not be limited by any provisions of law with respect
to compensation of fiduciaries or of a trustee of an express trust) and to reim-
burse the trustee and save it harmless against any and all Hability and ex-
penses, including reasonuble counsel fees, which it may at any time incur here
under; and the charges and expenses of the trustee and of its counsel and all
linbility by it so incurred shall be'secmed by this trust agreement, and, if




SALE OF FOREIGN BONDS OR SECURITIES 1393

the Republic shall fail, neglect, or delay to pay the same promptly, they shall
be paid from and out of any funds in the hands of the trustee and/or from
and out of the pledged revenues prior to any paynient therefrom to or upon the
order of the Republic or of or on account of any of the bonds or coupons.

Whenever under any of the provisions of this trust ugreement the trustee shall
be required or shall deem it necessary to be informed as to any facts or con-
ditions preparatory to taking or omitting to take any action required or per-
mitted by this trust agreement, and no provision is contained in this trust
agreement for proving or evidencing to the trustee such fact or fucts or con-
ditions, the existence of such fact or facts or conditions shull be decmed con-
clusively proved and evidenced to the trustee when stated in an affiduvit by the
Minister of Finance of the Republic delivered to the trustee, or in any document,
letter, or certificate received or obtained by the trustee through the State De-
partment of the United States of America or any embussy, legation, or consular
oflice of the United States in the Republic, or through any embassy, legation, or
consular office of the Republic; but this provision shall not be construed us
limiting or restricting the right of the trustee to rely upon and be protected by
any of the foregoing provisions of this trust agreement.

Whenever in this trust agreement provision is made for evidencing to the
trustee any fact or facts or conditions preparatory to or us a condition of the
taking or omitting to take by the trustee of uny action under this trust ngree-
ment, the trustee may accept the evidence so provided for and uny or all state-
ments contained therein as conclusive und sufficient evidence of such fact or facts
and condition or conditions, and shall not be liable for any action taken or
permitted on the faith thereof ; but, notwithstanding this or any other provision
in this trust agreement to like effect, the trustee in its discretion and at its option
muy require the Republic to furnish further proof in respect of such fuct or
facts or conditions; and if further proof thereof satisfactory to the frustee be
not furnished within the time fixed therefor by it, the trustee, at the expense
of the Republic, may proceed to make an independent iuvestigation into the
truth or accuracy of the statements contained in the evidence theretofore fur-
nished to it, and in case it shall after such independent investigation be satisfied
that any such statements are inaccurate, the trustee may in its discretion take,
refuse to take or refrain from taking all or any action predicated thereon or may
take action predicated upon the facts and conditions as reported to it as a result
of such independent investigation. ‘The trustee may accept, as conclusive evi-
dence of the due and regular adoption of any law or resolution or decree of the
Republic or of any officlal thereof, the certification of a copy thiereof by the
Minister of Finance of the Republic.

The trustee shall not be liable for any error of judgment nor for any nct done
or steps taken or omitted by it, nor for auy mistuke of fact or law, nor for
anything which it may do or refrain from doing in connection herewith, except
only for its nwn wilful- misconduct.

SEc, 3. The trustee or any successor or successors lhereunder may resign and
be discharged of the trusts crented by this trust agreement by executing un fn-
strument in writing resigning such trusts, specifying the date when such resig-
nation shall take effect, and filing the same with the Republic at least 30 days
(or such shorter time as may be accepted by the Republic as adequate) before
such resignution is to take effect. Such resignation shall take effect on the
day specified in such instrument, unless previously a successor trustee shall be
1ppointed as hereinafter provided, in which event such resignation shall tuke
effect immediately upon the appointment of such successor trustee.

The trustee or its successor hereunder for the time being (subject to the right
to compensation and indemnification and rcimbursement as herein provided)
may be removed at any time by an instrument or concurrent instruments in
writing, executed by the holders of two-thirds in principal amount of the bonds
then outstanding and tiled with the trustee, and at any time prior to the
authentication and delivery of any honds or, if at any time all of the honds
previously authenticated and delivered shall huve been surrendered to the trus-
tee and no bonds shall be outstanding hereunder, the trustee or its successor
for the time being, may be removed by an instrument in writing executed by the
Republic and filed in like manner; and in such last mentioned case the Republic
may appoint a successor to the trustee so removed.

In case at any time any trustee, or any successor or successors, shall resign
or shall be removed by holders of the bonds or shall otherwise become incapable
of acting, a ruccessor or successors to such trustee in the trust may be appointed
by the Republic, if at the time of such resignation, removal, or other incapacity
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the Republic shall not be in default in any of its covenants herein expressed, It
the Republic shall be in default, then such suceessor or successors shall be ap-
pointed by the holders of a majority in principal amount of the bonds then
outstanding by an instrument or concurrent instruments in writing signed by
such holders of the bonds or their duly authorized attorneys in fact and filed
with the Republic; provided, nevertheless, and it is hereby agreed and declared
that in case of any such resignation. removal, or other incapacity, the Republic
may, notwithstanding the existence of such default, appoint such successor or
suecessors, until a suceessor trustee shall be appointed by the holders of the
bonds as herein authorized. The Republic shall publish notice of any such
appointment by it made at least once in each ealendar week (in each instance
upen any day of the week) for four suceessive weeks in a daily newspaper
printed in the English language and published and of genera! circulation in the
borough of Manhattan. in the city and State of New York; but any new trustee
appointed by the Republic shall immediately and without further act be super-
seded by a trustee appointed by the holders of the bonds in the manner above
provided.

If in a proper case no appointment of a successor trus<tee shall be mide
pursuant to the foregoing provisions of this article 9 within 60 days after the
resignation or removal of any trustee hereunder shall have taken effect or after
any trustee hereunder shall have become incapable of acting, any holder of
bonds or the retiring trustee may apply to any court of the United States (State
or Federal), having jurixdiction. to appoint a successor trustee, and such court
may, if it deems it proper, appoint a succexsor trustee,

Every trustee at any time appointed in succession to the trustee herveunder
shall be a bank or a trust company having an oflice in the borough of Mau.
hattan in the city of New York and having a paid-up capital and surplus aggre-
gating not less than £3,000,000. unless there he no such bank or trust company
fully authorized and qualified and willing to discharge the duties of the trustee
hereunder.

Skeo. 4. If at any time or times in order to conform to any legal requirement
in the Republic, and the trustee shall deem it desirable, the trustee shall have
the power to appoint and, if required hy the trustee, the Republie shall unite
in the execution and delivery of all instruments and the performance of all acts
necessary or proper to appoint, some bank, compuany, firm, or responsible in-
dividual or individuals who may, if required, he residents of the Republic,
selected by the trustee, as cotriustee or cotrustees, or copledgee or copledgees
hereunder, jointly with the trustee originally named herein, or its successor or
successors, or to act as a separate trustee or trustees, or pledgee or pledgees
of the revenues at any time pledged hereunder and in either case with such of
the rights, powers, duties, and obligations herein conferred or imposed upon
the trustee as shall be stated in such instrument or instruments of appoint-
ment, the same to be exerciscd either jointly with the trustee or separately as
any such instrument may prescribe, and the Republic hereby irrevocably ap-
points the trustee its agent and attorney, without any further act by the
Republic to appoint any such cotrustee or copledgee and to execute, deliver, und
perform any and all instruments and agreements necessary or proper in con-
nection therewith. The Republic will pay the reasonable fees and disburse-
ments of any such cotrustee or copledgee.

Any new trustee appointed hereunder shall execute, acknowledge and deliver
to its or his cotrustee or cotrustees, or copledgee or copledgeex, if any, and
also to the Republic and to the retiring trustee, if any, an instrument in
writing accepting such appointment hereunder and, thereupon, such new trustee.
without any further act, deed, or conveyance, shall become and be fully vested
with all the properties, intepests, rights, powers, trusts, duties, and obligations
of his or its predecessor in the trust or, if a cotrustee hereunder, with all such
thereof as shall be described or set forth in the instrument of its or his appoint-
ment, with like effect as if originally named as trustee herein and hereby vested
with the same properties, interests, rights, powers, trusts, duties, and obliga.
tions; but any trustee ceasing to act shall, nevertheless, on the written request
of the Republic, or of the new trustee, execute and deliver at the expense of the
Republic an instruoment transferring to such new trustee. or to such new
trustee and its or his cotrustee, if any, upon the trusts herein expressed, all
of the interests, rights, powers, and trusts of the trustee so ceasing to act and
shall duly assign, transfer, and deliver all property and moneys held by or for
the account of such trustee to the new trustee. Should any instrument in
writing from the Republic be required by the new trustee for more fally and
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certainly vesting in and confirming to such new trustee such properties, inter-
ests, rights, powers, and duties, or any thereof, any and all such instruments
in writing shall, on request, be executed, acknowledged, and delivered by the
Republie, but the executivn, acknowledgment and delivery to the new trustee
of all such instruments in writing shall in no manner change or increase the
obligations incurred by the Republic under this trust agreement. In the event
of any resignation or removal of the trustee hereunder and the appointment
of u new trustee, the trustee shall (upon request of such new trustee or the
Republic) take such legal proceedings as may be required under the laws of
the Republic, either alone or in conjunction with the Republic and/or with
© the new trustee for the purpose of divesting its interest as exclusive representa-
tive of the bondholders hereunder and vesting such interest in the new trustee,

Any trustee or trustees hereunder may, so far as may be lawful, at any time,
by an instrument in writing, constitute any other trustee hereunder its, his,
or their agent and attorney in fact, with power and authority, to the full
extent which may be permitted by law, to do all acts and things and exercise
all discretions hereunder in behalf and in the naume of the trustee or trustees
executing such instrument.

SEC. 5. Any corporation into which the trustee, or any successor to it in the
trusts ereated by this trust agreement, may be merged or with which it, or any
fuccessor to it, may be consolidated, or any corporation resulting from any
merger or consolidation to which the trustee, or any such successor to it, shall
be o party. provided such corporation shall be a bank or trust company author-
ized to transact business in the borough of Manhattan, in the city and State of
New York, shall be the suceessor trustee under this trust agreement withont
the execution or filing of any paper or other act on the part of either of the
parties hereto, anything herein to the contravy notwithstanding, It any tegal
proceedings are required under the laws of the Republie in order that any
suceessor corpovation avising asg o resalt of a merger or consolidation of the
trustee may succeed to the interest of the trustee herein to the pledged revennes,
the trustee shall take such legal proceedings, either alone or with the Republie
or in conjunction wtih such successor corporation as may be necessary to vest
in the suceessor corporation the interest of the trustee and the Republic cove-
nants that if requested by the trustee it will take such legal proceedings either
alone or in conjunction with the trustee and/or such successor corporation as
may be necessary to vest in the suceessor corporation the interest of the
trustee.  In case any of, the bonds shall have been authenticated but not de-
Hvered, any such successor trustee may adopt the certificate of authentication
of the trustee or of any successor or successors to it as such trustee hereunder
and may deliver such bonds so authenticated: and in all such cases such
certificate shall have the full force which it is anywhere in said bonds ov in
this trust agreement provided that the certificate of the trustee shall have,

Sec, 6, Whenever, according to the provisions of this trust agreement, any
notice, request or instruction or order for the payment of money or delivery of
securities may be required to lLe given by one party to the other, it shall be
deemed sufficient notice, except as otherwise herein expressly provided, if
given in writing in English, or in Spanish, as follows:

(a) It from the trustee to the Republic (1) by registered letter or (2) by
cablegram or radiogram and confirmed by registered letter, addressed to the
Minister of Finance of the Republie at Lima, Peru,

(h) If from the Republic to the trustee (1) by registered letter or (2) hy
cablegram or radlogram and confirmed by registered letter, addressed to the
trustee at its principal oftice in the city of New York over the signature of the
Minister of Finance of the Republic,

Sec. 7. The foregoing provisions of this Article IX are fntended only for the
protection of the trustee and shall not be construed to effect any discretior or
power given to the trustee by any provision of this trust agreement,

ARTICLE X
CONCERNING THE FISCAL AGENTS

SEc. 1, The Republic hereby confirms the appointment of J. & W. Seligman &
Co., a co-partnership doing business in the city of New York, ag fiscal ugents for
the service of the bonds, Any successor co-partnership, bank, bankers, or trust
compuny carrying on the bhusiness of the tiseal agents shall be deemed to be the
fisenl agents. The fiscal agents may resign thefr functions, powers, vights, and
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duties hereunder and become and remain fully discharged from all further duty
and responsibility hereunder, upon (1) giving 30 days’ notice thereof in writing
sent by registered mail addressed to the Minister of Finance of the Republic, or
such shorter notice as the Republic may accept as suflicient, and (2) upon the
payment to their successors of any money on deposit with them under any pro-
vigion of this trust agreement. If the fiscal agents, or thelr successors, shall be
disqualitied from acting as such by ceasing to exist, ceasing to do buiness or
ceasing to maintain an office in said borough of Manhattan, or shall resigi as
fiseal agents, their successors shall thereupon be designated by the trustee,

In the event that the trustee shall fail to perform its duty to designate the
fiscul agents as aforesaid, then all the functions, powers, rights, and duties of
such fiscal agents shall devolve upon and be exercised by the trustee, and in
that case the trustee shall be entitled to the same compensation as is herein
provided for such fiseal agents, in addition to its fees for acting as trustee asg
herein provided, and shall have the benefit of all the other provisions of this
trust agreement relating to the fiscal ugents. The trustee shall incur no lability
for uny action taken by it in such capacity, save for its gross negligence or
wilful default,

Seo. 2. All the usual expenses incurred in good faith by the flseal agents in
connection with the drawing or purchase of bonds, and/or for the payment of
the principal of, and/or the premium or interest upon, the honds, or otherwise
in the servive of the bonds, including counsel fees. the cost of cabling, and the
publlcultion of netices, ete,, shull be paid by the Republic from time to time on
demand,

The Republie agrees to pay to the fiscal agents as compensation for thefr
services as such agents one-quarter of 1 per cent of all mmounts pald to the
fiscal agents, for the sinking fund or for the payment of the principal of aud
the interest and premium on any of the bonds, at maturity or by call for
redemption or otherwise, and also the reasonable expenses of the fiscal agents
in connection with such agency. Such compensation shall be payable at the
oftice of the fiscal agents in the city and State of New York semiannually on
the 1st day of March and the 1st day of September in each year, but such
expenses shall be paid from time to titne upon demand of the fiscul agents, The
fiscal agents shail render to the Republic a statement or account at least 30
days prior to March 1 and September 1 in each year, setting forth in reasonable
detail all receipts and all payments and expenses made or incurred, or expected
to be made or incurred, by the fiscal agents in connecfion with such ugeney up
to and including the next succeeding March 1 or September 1, as the case may
be, together with a calculation of the sums due or to become due to the fiseal
agents for expenses and as compensation for their services as such fiscal agents,
rendered or to be rendered up to and including such date. Adjusunent will be
made in each subsequent statement for any overpayments or underpuyments
in respeet of any estimated expenses previously paid.

Any moneys received by the fiscal agents or their successors under any provi-
sion of this trust agreement (anything herein to the contrary notwithstanding)
may be treated by them, until they are required to pay out the same conform-
ably herewith, as a general deposit, and they shall not be required to segregate
any moneys deposited with them. The fiscal agents shall allow to the Republie
on all deposits received by the fiscal agents for the service of the bonds of 1927,
interest at rates customarily allowed by banks or trust companies in the city
of New York on similar depoxits under the rules of the New York Clearing
Houve. Such interest shall be allowed for the perioll or periods commencing
with the first day of the calendar month next succeeding the receipt of each
such deposit and ending on the date when such deposits are required to be dis
burced in accordance with this trust agreement.

The general accounts connected with the bonds of 1027 and with the service
;)f mel bonds of 1027 will be kept by the flscal agents in the city of New York,
n dollars,

Sko. 3. The fiscal agents shall not incur any liability to anybody in acting
upon any notice, request, resolution, consent, certificate, note, communication,
telegram, cablegram, radiogram, bond, document, or paper believed by them to
be genuine and to have heen signed by the proper person.

The fiscal agents shall be protected in relying upon a translatfon of any docu-
ment executed in the Spanish language, if certified to them by the Minister of
Finance of the Republic or by the consul general of the Republic at New York
to be a correct translation of the original ; but, in the absence of such certificate,
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the fiscal agents shall not be liable for any action or failure to take action by
them based upon a mistake in the translation of any such document,

The fiscal agents, save for their wiliful default, or for their gross negligence
after personal notice and distinet speciflication in writing thereof from some
person interested in the trust, shall not be personally liable to anybedy.

The fiscal agents may select and employ in and about the execution of any
of the duties incumbent upon them hereunder, suitable agents, employees, and
attorneys and for their acts, defaults, and misconduct, if selected with reason-
able care, the fiscal agents shall not be in any wise responsible.

The fiscal agents shall not be chargeable with notice or knowledge of any
default on the part of the Republic except upon delivery to them of a distinet
specification in writing of such default by some person or persons interested
in the trust, whose interest, if required, must be proved to the reasonable
satisfaction of the fiscal agents.

The fiscal agents shall not be compelled to do any act or to make any pay-
ments hereunder or in respect hereof, unless put in funds for the purpose.
Whenever any provision is made herein for the payment of moneys by the
fiscal agents ut any time, the fiscal agents shall in no event be liable beyond
the amount of moneys deposited with them for such purpose.

Sec. 4. The recitals and statements herein and in the bonds and coupons
contained shall be taken as statements by the Republic and shall not be con-
sidered as made by or as imposing any obligation or llability upon the fiscal
agents, nor shall the fiscal agents be held responsible for the legality or validity
hereof or of the bonds or coupons or of any supplemental agreement or of any
instrument or pledge or conveyance under auy provisions of the laws of the
Republic or otherwise.

It is expressly understood that the fiscal agents shall not be under any duty
or liability in respect to any tax which may he assessed against them or against
the owners of the bonds hereby secured in respect of their interests in the
pledged revenues referred to in this trust agreement, nor shall the fiscal
agents he under any duty to pay or see to the pnyment of any such tax, or tnke
apy notice of the assessment thereof or give any notice thereof to the holders
of the bonds secured hereby or to any other person.

Seo. 6. Whenever in this trust agreement the existence of any situation,
matter, conclusion of fact of any character, or the sufficiency or validity of
any instrument, paper, or proceeding, or of any proof or evidence of any fact
shall be prescribed as a condition of, or in any manner with respect to, any
action or proceeding on the part of the fiscal agents, or shail be deemed neces-
sary or convenient to.be ascertained by the fiscal agents, a certificate of the
Republie signed by its Minister of Finance shall in the discretion of the fiscal
agents be sufficlent evidence of any such fact, situatiop, matter or conclusion,
and shall be complete protection to the flscal agents for any act or proceeding
done or suffered on their part upon the faith thereof; but the fiscal agents
may in their reasonable discretion require other evidence.

The fiscal agents or any member of any firm or any officer of any corpora-
tion constituting the fiscal agents, may become the owners of bonds and cou-
pons secured hereby or may engage in or be interested in any financial or other
transactions with the Republic or may act as depositary, trustee, or agent
for any committee or body of holders of bonds or securities, whether or not
secured hereby, all with the same rights which they would have if they were
not flscal agents,

Seo, 6. The foregoing provisions of this Article X are intended only for the
protection of the fiscal agents, and shall not be construed to affect any dis-
cretlton or power given to the fiscal agents by any provision of this trust agree-
ment.

ArTICLE 11.—MONEYS HELD BY FISCAL AGENTS OR TRUSTEE

The Republic irrevocably authorizes and directs the fiscal agents of the trus-
tee, as the ense may be, to puy, out of the moneys paid to them as hereinbefore
provided, the interest on the bonds to the bearers of the coupons upon presen-
tation and surrender of such coupons and to pay the principal of the bonds at
maturity or, upon prior redemption, the principal of, and premium upon, the
bonds, to the bearers of the bonds on presentation and surrender thereof, and
to apply the moneys in the sinking funds to the redemption of the bonds as
hereinabove provided, and to make every such payment without further formal-
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ity except as the fiscal agents or the trustee may be advised to be necessary to
comply with some law of the State of New York or of the United States of
Americu. Any moneys so paid to the fiscal agents or the trustee which shal]
not be required for the purpose for which such deposit was made, and any such
moneys remaining unclaimed by the holders of such bonds or coupons for six
years after the dute of the maturity of the bonds or coupons, shall be paid by
the fiscal agents or the trustee, as the case may be, to the Republic, and the
holders of such bonds or coupons shall thereafter be entitled to look only to
the Republic for payment thereof, provided that the fiscal agents or the frustee,
before being required to make any such payments may, at the expense of the
Republic, cause to he published ouce a week for not more than four successive
weeks in a daily newspaper printed in the Inglish language and published and
of general circulation in the borough of Manbatton, in the city and State of
New York, notice that said moneys remain unclaimed as ‘aforesaid, and that
after a date named therein, unless claimed by those entitled thereto they will
be returned to the Republic. If the trustee or the fiscal agents have knowledge
of the existence of any event of default or if the Republic is in default in the
payment of interest on any of the honds, any moneys held by them and subject
to payment, repayment, or reversion to the Republic need not be so paid or
repaid, but may be held by the trustee or the tiscal agents as part of the trust
cstate until such default or event of default has been remedied or waived pur-
suant to any of the provisions of article 7 hereof.

ARTICLE 17..—~CONCERNING THE SPECIAL COLLECTIONS AGENCY AND THE PERUVIAY
REVPRESENTATIVE

SectioN 1. In various portions of this trust agreement certain powers are
vested in the “speciul collections ageney.” That term shall be construed to
mean the individual, firm, company, or corporation designated for the purposes,
aad with the duties, among others, provided in article 7 hereof, by the trustee
in writing addressed to the Republic at its embassy at Washington. In various
portions of this trust agreement certain powers are vested in the * Peruvian
representative.,” That term shall be construed to mean the individual, firm,
compuny, or corporation similarly designated by the fiscal agents for the pur-
poses, and with the duties, among others, provided in article 4 hereof, Auny
special collections agency may, upon 60 days’ written notice, delivered to the
trustee at its principal office in the city and State of New York, resign its trusts
and duties hereunder, and the trustee shall have the right to terminate the ap-
pointment of any such special collections ugency upon giving 60 days’ notice in
writing of its intention so to do to the then special collections agency hereunder,
and to the Republic. Upon any such resignation or termination of appointment
the trustee shall have the right to designate in the manner herein provided for
original appointment, a successor or successors for the special collections agency,
which shall have resigned or whose appointment shall have been terminated,

The Peruvian representative may upon 60 days’ written notice deliver to
the fiscul agents at their principal office in the city of New York and State of
New York, resign its trust and duties hereunder, and the fiscal agents shall
have the right to terminate the appointment of any such Peruvian representa.
tive by glving 60 days’ written notice in writing of its intention so to do to the
then Peruvian representative hereunder and to the Republic, Upon any such
termination the fiscal ugents shall have the right to designate in the manner
herein provided for original appointment, a successor or successors to the
Peruvian representative who shall have resigned or whose appointment shall
have been terminated.

SE0. 2. The Peruvian representative shall give, if requested by the Republic,
a bond of a responsible surety company in favor of the Republie in the sum of
$100,000 a3 surety for the fuithful discharge of his or its duties hereunder.
The expense of any such boud shall he paid by the Republic,

The special collections agency shall, if requested by the Republie, give a bond
of a responsible surety company in favor of the Republic in the sum of
$500,000 as surety for the faithful discharge of its or hig duties. The expense
of any such bond shall be paid by the Republic,

Sec, 3. The Republic agrees to pay to the Peruvian representative as conm-
pensation for its services in receiving and remitting deposits for the service
of the bonds hereunder a comnmission of three-eigths of 1 per cent on the sawe
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deposited with the Peruvian representative pursuant to this trust agreement,
and will also pay all the reasonable expenses incurred in good faith by the
Peruvian representative in connection with its proper duties under this trust
agreement, such commission to be paid upon the deposit with the Peruvian
representative of any and all sums hereunder, and such expenses to be paid
apon demand.

The Republic agrees to pay to the special collections agency (if any) reason.
able compensation for its services, and also to pay all the reasonable expenses,
including the cost of the bonds provided for in section 2 of this article 12,
incurred in good faith by the special collections agency (if any) in connection
with its proper duties under this trust agreement, such compensation and
expenses to De retained out of pledged revenues collected by said special
collections agency (if any).

Any money received or collected by the Peruvian representative or by the
special collections agency under any provision of this trust agreemeant (any-
thing herein to the contrary notwithstanding) may be treated by them, until
they are required to pay out the same conformably herewith, as a general
geposglti and they shall not be required to allow any interest thereon to the

epublic,

SEec. 4, Neither the Peruvian representative nor the special collections agency
shall incur any liability to any body in acting upon any notice, request, resolu-
tion, consent, certificate, note, communication, telegram, cablegram, radiogram,
bond, document, or paper belicved by them or either of them to be genuine and
to have heen signed by the proper person.

The Peruvian representative and the special collections agency shall be pro-
tected in relying upon any translation of a document executed in the Spanish
language, if certified to them by the minister of fiinance of the Republic to be
a correct translation of the original; but, in the absence of such certificate,
neither the Peruvian representative nor the special collections agency shall be
liable for any action or failure to take action by them based upon a mistake
in the translation of any such document,

Neither the Peruvian representative nor the special collections agency, save
for their wilful default, or for their gross negligence after personal notice and
distinct specification in writing thereof from some person interested in the
trust, shall be personally liable to anybody.

The Peruvian representative and the special collections agency may select
and employ in and about the execution of any of the duties incumbent upon
them hereunder, suitable agents, employees, and attorneys, and for their acts,
defaults, and misconduct, if selected with reasonable care, the Peruviar repre-
sentative and the special collections agency shall be in no wise responsible,

Sec. 5. The recitals and statements herein and in the bonds and coupons
contained shall be tnken as statements by the Republic and shall not be con-
sidered as made by or ak imposing any obligation or lability upon the Peruvian
representative or the speclal collections agency, nor shall the Peruvian rep-
resentative or the special colloctions agency he held responsible for the legality
or validity hercof or of said bonds or coupons or of any instrument of further
assurance under any provisions of the laws of the Republic or otherwise.

It is expressly understood that the speeinl collections agency shall be under
no duty or liability in respect to any tax which may be assessed against them or
against the owners of the bonds hereby secured in respect to their interests
in the pledged revenues, nor shall the Peruvian representative or the special
collections agency be under any duty to pay or see to the payment of any such
tax, or take any notice of the assessment thereof or give any notice thereof
to the holders of the bonds secured hereby or to any other person,

Neither the Peruvian representative nor the special collections agency shall
be chargeable with notice or knowledge of any default on the part of the
Republic except upon delivery to them of a distinct specification in writing of
such defaunlt by some person or persons interested in the trust, whose interest,
if required, must be proved to the reasonuble satisfaction of the Peruvian
representative and the special collections agency.

Seo, 6. Whenever in this trust agreement the existence of any situation,
matter, conclusion of fact of any character, or the sufficiency or validity of
any instrument, paper, or proceeding, or of any proof or evidence of uny fact
ghall be prescribed as a condition of or in any manner with respect to any
action or proceeding on the part of the Peruvian representatives or the special
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collections agency or shull be deemed necessary or convenient to be ascertained
by the special collectiony agency, a certificate of the minister of finunce of the
Republie shall, in the discretion of the Peruvian representative, or the special
collections agency, be sufficient evidence of any such fact, situation, matter, or
conclusion, or of the sufficliency or validity of any such instrument, paper, or
proceeding, and shall be complete protection to the Peruvian representative,
or the special collections agency for any act or proceeding done or suffered
on their part upon the faith thereof; but the Peruvian representative and the
spfc'lal collections agency may in their reasonable discretion require other
evidence,

The Peruvian representative, or the special collections agency, or any mem.
ber of any firtn or officer of any corporation constituting the Peruvian rep
resentative, or the special collections agency, may become the owner of bonds
and coupons secured hiereby or may engage in or be interested in any financial
or other transaction with the Republic or may act as depositary, trustee, or
agent for any committee or budy of holders of bonds or securities, whether or
not secured hereby, all with the same rights which they would have if they
were not such Peruviun representative, such special collections agency, such
members, or officers.

SEc. 7. The foregoing provisions of this article 12 are intended only for the
protection of the Peruvian representative and the special collections uagency,
and shall not be construed to affect any discretion or power by any provision
. of this agreement given to the Peruvian representative or to the special
collections agency.

ARTICLE 13.--DEFFASANCE CLAUSE

If the principal of, and premium and interest upon, all the bonds and al
costs, charges, and expenses fucurred by the trustee and the flscal agents
in relation thereto and all other sums payable hereunder by the Republic shall
be well and truly paid at the times and in the manner in the bonds and herein
expressed, according to the tenor and effect thereof, this trust agreement shall
cease and determine, and upon proof being given to the reasonable satisfaction
of the trustee that all such payments have been made, or if at the maturity
of the bonds, whether by expiration of time or by call for redemption, the
Republie shall deposit with the fiscal vgents for the benefit of the holder or
holders thereof the amount of the principal of, and preminum upon, all the
bonds and all the coupons then outstanding, together with all costs, charges,
und expenses incurred by the trustee, the fiscal agents, the Peruvian repre-
sentative and special collections agency (if any), and all other sums payable
hereunder by the Republie, the trustee shall, upon the written request of the
Republic, cancel and satisfy this trust agreement and all agreements supple-
mental to this trust agreement.

ARTICLE 14.—SUNDRY PROVISIONS

SecTioN 1. Whenever used in this trust agreement the word * trustee " shall be
held and construed to mean Central Union Trust Co, of New York, or its suc.
cessor hereunder for the time being; the words *fiscal agents' to mean
J. & W. Seligman & Co., or their successor hereunder for the time being; the
words * Peruvian representative’” to mean the individual, firm, company, or
corporation constituting for the time being the Feruvian representative, as
hereinbefore defined in section 1 of article 12 hereof; the words *speclal
collections agency " to mean the individual, firm, company, or corporation con-
stituting for the time being the special! collections agency, as hereinbefore
deflned in section 1 of article 12 hereof; the words *fiscal agents,” * bond,”
“holder” and “bondholder,” respectively, to include the plural as well as the
singular number; the word * holder " to mean the bearer of any bond or of any
coupons, and the word “coupons” to refer to the interest coupons attached
to the bonds; and the word “person” used with reference to a bondholder to
include firms, companies, or corporations owning any of said bonds,

Seo. 2. Payments of uny and ull sums of money pursuant to any of the
provisions of this trust agreement shall be made in the city and State of New
York in gold coin of the United States of America of or equal to the standard
of weight and flneness existing on March 1, 1927, unless the contrary is clearly
expressed or otherwise appears from the context of such provisions.
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SEo. 8. 'This trust agreement may be executed in both the English lnngunge
and the Spanish language, but the English text thereof shall govern. It may
be executed In one or more counterparts, each of which shall be deemed to be
an original,

Sec. 4. In case any one or more of the covenants and agreements contained
in this trust agreement or in the bonds should be invalid. iilegal, or unenforce-
able in any respect, the validity, legality, and enforceubility of the remaining
covenants and agreements contained herein and in the bonds shall be in no.
wise affected, prejudiced, or disturbed thereby.

Sec. 5. This trust agreement is entered into in the city of New York, in the
State of New York, in the United States of America, and shall be deemed to-
be # contract executed under the laws of New York, United States of Amerlca,
and the provisions thereof shnll be interpreted and construed in accordance
with the lnws of the State of New York, as though it were to be performed
wholly within the territorial limits of said State.

Sec. 6. Wherever reference is herein made to the Republic, it shall be deemed
to mean and include any successor government which may at any time during
the life of this trust agreement govern the territory, or the greater purt thereof,
now embraced within the territorial liinits of the Republic,

In witness whereof Republica del Peru has caused this trust agreement to be
signed in its name by his excellency, the Hon. Hernan Velarde, the ambassador
of the Republic to the United States of Amerlca, or other representative of the
Republic thereunto duly empowered, and Central Union Trust Co. of New York
has caused this trust agreement to be executed in its corporate name by its
president or an assistant vice president and its corporute seal to be hereunto
afixed and attested by its secretary or an assistant secretary as of the day
and year first ahove written.

REPUBLICA DEL I’ERU,
By HERNAN VHLARDE,
Signed ang delivered by Republica del Peru in the presence of:
PaILIP 15, BRADLEY,
J. MItLER WALKER.
CENTRAL UNION TrUST CoO. 0F NEW YORK,
By F. WoLre, Assistant Vice President,

Attest:

{SEAL.] J. T, ILARRIGAN, Asgistant Secretary,

Signed, senled, and delivered by Central Union Trust Co. of New York in
the presence of:

F. E, EqLy.
R. P. McGUIRK,

STATE OF NEW YORK,
County of New ¥ork, 88;

On the 6th day of April, in the year 1927, betore me personally came his
excellency the Hon. Hernan Velarde, to me known and known to me 1o be the
ambassador of Republica del Peru to the United States of America, and to be
the person who signed the above instrument on behalf of Republica del Peru,
and he acknowledged to me that he had executed the above instrument as the
act of the Republica del Peru.

Witness my hand and notarial seal this 6th day of April, 1927,

[NOTARIAL SEAL.] T. J. HAuGH,

Nolary Public, Quecns County No. 725.

Certificate filed in New York County No. 379. New York registered No. 9317.
Term expires March 30, 1929,

STATE oF NEW YORK,
County of New York, 88:
On the 6th day of April, in the year 1927, before me personully came F. Wolfe,
to me known, who being by me duly sworn, did depose and say
That he residex in Merrick, Long Island; that he is an assistant vice presi-
dent of Central Union Trust Co. of New York, the corporation described in and
which exccuted the above instrument; that he knows the seal of sald corpora-
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tion; that the seal aflixed to said instrument is such corporate seal; that it was
&0 aflixed by order of the board of trustees of said corporation; and that he
signed his name thereto by like order.
Witnexs my hand and notarial seal this 6th day of April, 1027,
[ NOTARIAL BEAL.) T. J. HAvoH,
« Notary Pudlic, Queens County No, 725.

Certificate flled in New York County No. 879. New York register No. 9317,
Term cxpires March 30, 1929,

Ezxhibit A.—Tabdble of amortization

‘ ]
rincipal |
. Applica. |Principal]
Semian- { a‘nount
.| Interest ble to Bonds out.
nunl EAY payient | sinking ot h"h':\'hg standing
fund | potived !
Sept. 1, 1027 oL i, 600,000 | 525,000 75,000 71,000 | 14,929,000
Mar. 1, 1928, . ~., 600,000 | 522,515 | 77,485 . 74,000 | 14,855 000
-] 600,000 | 519,925 80,075, 76,000 ; 14,779,000
.| 600,000 517,205 | 82,733 90,000 | 14,700,
.{ 600,000 | 514,5 85,500 81,500 | 14,618,500
.| 600,000 . 88, 352 ,000 | 14,634,500
.| 600,000 | 508,7 01,202 87,000 : 14,447,
.| 600,000 | 505.663{ ©4,337 ° 60,000 | 14,357,500
600,000 | 502,513 7,487+ 02,500 | 14,285,
600,000 | 499,275 100,725 : 00,000 | 14,169,000
600,000 | 405915 { 104,085 - 99,500 | 14,009,
600,000 { 402,433 [ 107,567 ' 102,000 , 13,867,500
600, 000 ,863 | 111,137 | 106,000 | 13,841,500
600,000 | 485153 | 114'817 | 100,500 | 13,752,000
600,000 | 481,320 | 118,680 | 113,000 { 13,630,000
600,000 | 477,365 | 122,635 ' 117,000 ; 13,522,000
600,000 | 473,270 [ 120,730 | 120,500 ! 13,401, 500
600,000 | 469,053 | 130,047 | 124,600 | 13,277,000
AR
600,000 | 455,525 [ 144,475 . 138,000 ; 12,877,000
600,000 | 450,695 | 140,3C. : 142,000 | 12,735 000
600, 000 5,725 | 154,275 ' 147,000 | 12,588,000
600, 000 , 150,420 | 152,000 | 12,436,000
600,000 | 435,260 | 164,740 | 156,500 | 12,279,500
600,000 | 429,783 | 170,217 | 162,500 | 12,117,000
| s | | e
J 3 ) g R o 10,
600,000 | 412,178 | 187,822 | 179,000 | 11,597,500
600,000 | 405, 194,087 | 184,500 ' 11,413,000
600,000 | 399,455 | 200,545 | 191,000 11,222,000
600,000 | 378,718 | 221,282 | 210,500 ( 10,610.000
600,000 | 371, 228,650 ; 218, 10, 392, 000
600,000 | 363,720 | 236,280 | 225, 10,167,000
600,000 | 355,845 | 244,155 | 232.500 , 034, 500
600,000 | 347,7 252,202 | 240,500 | 9,604,000
600, 000 X 200,710 | 248,000 | 9,446,000
600,000 | 330,610 | 260,300 | 256, , 169, 500
600, 000 1, 278,367 | 265,000 , 924, 500
600,000 | 312,358 | 287,642 ' 274,000 | 8,650,500
600, 000 7 297,232 | 283, 8,367, 000
Mar, 1, 1940. 600, 000 845 | 307,155 | 292, 8,074, 500
Sept. 1, 1949. 600,000 | 282,608 , 817,392 | 302,000 7,772,500
50. 600,000 | 272,038 | 327,062 | 312,500 | 7,460,000
Sept. 1, 1950. 600,000 | 261,100 | 338, 322, 7,137, 50
Mar. 1, 1951 600,000 | 240,813 | 350,187 | 333, 8,804,000
Sept. 1, 1651 600,000 | 238,140 | 361,860 | 345,000 | 6,459,000
Mar. 1,19 600,000 | 226,085 | 373,935 . 356, , 103,000
Sept. 1,195 600, 213,005 ,305 ¢ 368,000 | 5,735,000
far. 1, 1 600,000 | 200,725 | 399,276 | 380, , 555, 000
Sept. 1, 1953 600,000 | 187,425 [ 412,575 393,000 | 4,902,000
Mar. 1, 1954 600,000 | 173,070 | 426,330 | 406, , 000
Sept. 1, 1054 600,000 | 150,460 | 440,540 | 410,500 | 4,136,500
Mar. 1, 1953 600,000 | 144,778 | 455,222 ; 434, 3,702,
600,000 | 120,588 | 470,412 8, , 254,
600, 113,908 | 486,002 , 462, 2, 702,000
800,000 | 97,720 | 602,280 | 478,500 | 2,313,500
600,000 | 80,073 | 519,027 | 494, 1,819, 000
600, 3 636,335 | 610,600 | 1,308,
9. 600,000 | 45,7 564,202 | 528,000 ), 500
Sept. 1, 1058. .. 600,000 | 27,318 | 572,682 ! 545,500 235,000
J.5 CUN I 1 N | 600,000 | 8,225 891,776 | 235,000 |.......
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Exumir No. 7

BoND PURCHASE AGREEMENT BrrwreN Rerusrica peL PeRu (IREPUBLIC OF PERU)
AND J. & W, Sen1eyMan & Co. AxNp THE NaTioxan Crry Co,, DATED DECEMBER
19, 1927—§50,000,000 PERUVIAN NATIONAL LoAN, 6 P'ER CeNT EXTERNAL SINK-
Ne F'uNp Gorp Bonbs, FIRsT SERIES

Agreement, dated December 19, 1927, between Republica del Peru (Republic
of Peru), hercinafter called the Republic, acting by his excellency, Senor Don
Manuel G. Masius, the Minister of Finance of the Republic, thereunto duly
authorized by supreme resolution dated December 18, 1927, issued with the
approval of the council of ministers, and J, & W. Scligman & Co., a copartner-
ship of the city and State of New York, United States of America, acting by
Broderick Haskell, jr., thereunto duly authorized, and the Nationul City Co,,
a corporation duly organized and existing under the laws of the State of New
York, United States of America, acting by Claude W, Calvin, thereunto duly
authorized, hereinafter collectively called the bankers.

The Republic makes the following representations:

The Republic has entered into a fiscal agency and loan agreement, dated as
of December 1, 1927, with J. & W. Seligman & Co. and The Nuational City
Bank of New York (hereinafter called the fiscal agency and loan agreement),
a true and correct copy of which is annexed hereto, made a part hereof, and
marked ¢ Exhibit A,” providing for the creation of an external loan to be known
as the Peruvian national loan (hereinafter called the loan) to consist of bonds
to be issued in serles, and for the issuc of a first series of the bonds of the
loan limited to the principal amount of $50,000,000 in gold coin of the United
States of America, the bonds of said first series to be known as the Peruviun
national loan 6 per cent externul sinking fund gold honds, tirst series (herein-
after called the first series bonds), on the terms and conditions in the fiscal
agency und loan agreement set forth.

The Republie desires to issue and sell to the bankers and the bankers desire
to purchase from the Republic said $£50.000,000, principil mmount, of first series
bonds upon the terms and conditions hereinafter in this agreement set forth.

Now, therefore, this agreement witnesseth that, in consideration of the
premnises and of the mutual covenunts and agreements hereinufter contained,
the parties hereto huve agreed, und do hereby agree, as follows:

ARTICLE 1

SectioN 1, Subject to all the terms and conditions of this agreement, the
Republic agrees to sell anid deliver to the bankers and the bankers agree to
purchase from the Republic and pay for, all said $50,000,000, principal amount
of first-series bonds, to-be issued under and in accordance with said fiscal
ageucy and loan agreement. at the price of 86 per cent of the principul umount
thereof plus accrued interest to the date of delivery of the first series bonds
to the bankers or to the date of the issue of interim recelpts pursuant to the
provisions of this agrevment, whichever date shall he earlier, plus one-half of
the amount (if any) by which the price at which the first-series bonds are
offered by the bankers for public subscription, exclusive of acerued interest,
exceeds 923 per cent of the principal amount thereof. Delivery of and pay-
ment for the $50,000,000, principal amount, of first series bonds shall be made
at the office of J. & W, Seligman & Co,, in the Borough of Manhattan, in the
city und Stute of New York, on u date to be specitied by the bankers in & cable
notice to the Republic to be sent at least three days previous to the date so
specified and which specitied date shall be not less than 10 days nor more than
20 days after the date on which the bankers’ wadvertisement publiely offering
the first-series bonds for subscription appears in a newspaper in the city of
New York, provided that by mutual agreement between the Republie and the
bankers the time for the delivery of and payment for said first series bonds
may be advanced to such carlier date or extended to such later date as muy be
fixed by such ngreement. The bankers agree, subject to all the terms and con-
ditiong of this agreement, to make such public offering on or before January
31, 1928, provided, however, that the bankers may make such public offering
on a *when, as and if issued and received by the bankers and subject to the
approval of Peruvian and American counsel ” basis.

Sec, 2, Delivery of the first-series bonds shall be made either in the form ot
one temporary bond in the denomination of $30,000,000, or if the bankers so
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.
request, in the form of temporary bonds in such denominations and such pro-
portions of each denomination as the bankers may request, and.in either case
exchangeable for definitive engraved first-series bonds when ready for delivery.
First-series bonds in definitive engraved form shall be executed and be in such
form as to comply with the listing requirements of the New York Stuck
Exchange.

Payment for the first-series bonds shall be made by crediting the amount of
the purchase price therefor (less an amount estimated by the bankers to be
sufficient to cover the expenses agreed to be paid by the Republic as hereinafter
in section 4 of Article III hereof provided) with the fiscal agents of the Rej.ub-
lic, appointed under said fiscal agency and loan agreement, for the account of
the Republic. The Republic agrees to instruct the fiscal agents to retain out of
the amount so credited to the account of the Republie, an amount equal to the
monthly payments for interest and amortization on the first-series bonds accrued
thereon from December 1, 1927, to the date of said deposit and to apply such
moneys to the service of the first-series bonds in accordance with the provisions
of the flscal agency and loun agreement, The balance so credited to the
Republie shall be held by the flscal agents and disposed of by them from time to
time as provided in section 8 of Article V of the fiscal agency and loan
agreement.

Sec. 8. If the first-series bond or bonds in temporary form sre not delivered
on the date specified in such notice by the bankers in accordance with section
1 of this article and the hankers shall extend the time for delivery of the first-
serles bond or bonds in temporary form, the bankers may issue or cause to be
issued interim receipts exchangeable for first-series bonds, in temporary or
definitive form, when, as, and if issued and received by the bankers and subject
to the approval of their Peruvian and American counsel. Said interim receipts
shall also provide that if for any reason the Republic shall fatl to deliver the
temporary first-series bond or bonds within the period of any extended time
for such delivery granted by the bankers in accordance with the terms of this
agreement, the holders of the interim receipts shall be entitled to receive a
refund of the retail purchase price of the first-series bonds represented thereby
(including the accrued interest paild as a part of such purchase price) with
interest at the rate of 6 per cent per annum on the principal amount of the
first-series bonds represented thereby from the date of the issue of the interim
receipts until the date fixed for such refund; and in case such interim receipts
are issued and the Republic fails to deliver the first-serles bonds within the
period of any extended time granted by the bankers for the delivery of first.
series bonds hereunder, the Republic hereby covenants and agrees to pay to the
bankers on demand, for account of the holders of such interim receipts, the fuli
amount of such interest,

If the Republic shall deliver one f:emporary first-series bond in denomination
of $60,000,000, the bankers may issue or cause to be issued interim certificates
representing pro rata interests in such temporary first-series bond exchangeable
for definitive engraved first-serles bonds when prepared and exchanged for
said temporary first-serles bond.

ArTtICoLE 1I

SectioN 1, The obligation of the bankers to purchase and pay for the
$50,000,000, principal amount, of first-series bond: as provided in Article I of
this agreement is subject to the conditions that ou or before the date for the
delivery of and payment for the first-series bonds:

(a) All acts, deeds, and proceedings required by the constitution and laws
of the Republic and by the provisions of said fiscal agency and loan agreement
precedent to the issue of the first-series bonrls and to render said first-series
bonds, said flscal agency and loan agreemeni .rnd this agreement, the valid and
binding obligations of the Republic in accordance with their terms shall have
been performed, shall have happened, and shall have been taken, and the
Republic shall have delivered or caused to be delivered to the designated rep
resentative of the bankers in Peru duly authenticated coples of all laws and
decrees or other instruments authorizing the execution of this agreement and
of said fiscal agency and loan agrcement and the creation, issue, and sale of
the first-series bonds;

(b) The bankers shall have received an opinion of their American counsel
and of their Peruvian counsel (in form satisfactory to their American counsel)
approving the proceedings of the Republic taken to authorize the execution of
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this agreement and of said fiscal agency and loan agreement, the creation of the
Peruviun national loan and the creation, issue, and sale of the first-serles bonds
in accordance with the terms of said fiscal agency and loan agreement and this
agreement, to entrust to the Caja de Depositos ¥y Consignaciones the collection
or deposit of revenues pursuant to law No, §931 of the Republie, and in per-
formance of all other matters to be performed precedent to the issue of the first
series oonds, as provided in suid fiscal agency and loan agreement, and approv-
ing the sufficiency of all action taken for said purposes, and stating in substance
that said fiscal agency and loan agreement is the valid and binding obligation of
the Republic in accordance with its terms and that all the first-series bonds and
the coupons appurtenant thereto, in both temporary and definitive form, when
executed and delivered in accordance therewith, will be the valid and binding
vbligations of the Republic in the hands of holders of any citizenship or residence
whatsoever, in accordance with their terms. and that this agreement. when exe-
cuted and delivered as herein provided, will be the valid and binding obligation
of the Republic in accordance with its terms, and approving all other legal de-
tails in connection with the creation of the loan and the issue and sale of the
first series bonds;

(o) The Republic and the reserve bank shall have entered into an agreement
in form satisfactory to the bankers' counsel to cooperate fully in stabilizing the
Peruvian currency at approximately the level of exchange existing at the date
of this agreement until such time as the fisenl agents and the Republic shall
agree upon a plan of stabilization;

(d) The Republic shalt have outlined fully for the bankers' information its
public works program for the 3-year period commencing on the date of this
agreement with all such supporting data as the bankers may request,

Seo. 2. The bankers shall have the absolute right at any time to terminate
their obligations to make a public offering of the first-series bonds and to pur-
chase and pay for the first-series bonds under this agreement, by written or
cabled notice to the Republic, if, in their opinion, political, financial, or economie
<conditions render it inadvisiable to offer the first-series honds to the public in the
United States of America or in Europe. If the obligations of the bankers shall
be terminated in accordance with the right of termination reserved in this sec-
tion, the Republic covenants that it will forthwith pay or reimburse the bankers
for ull expenses of the churacter specified in section 4 of article 3 hereof to be
paid by it, incurred to the date of such termination.

Seo. 8. If the Republic shall fail or be unable to make delivery of the first
series bonds within the time and under the conditions specified in this agree-
ment, including any extended time which may be granted by the bankers for
such delivery: .

(a) The obligation of the bankers to take and pay for the first series bonds
may, at their option, be terminated by written or cabled notice to the Republie,
and thereupon the obligation of the bankers to take and pay for the first series
bonds, and the obligatioh of the Republic to deliver the same under the terms
of this agreement shall cease and terminate; and

(b) The Republic shall forthwith, upon receipt of such notice of termina-
tion, pay to the bankers the sum of $200,000 in cash to reimburse the bankers
for their expensec incurred in connection with the matters covered in this
agreement and as compensation for their services rendered to the Republic to
the date of such termination.

ArTICLE 3

SectioN 1. As soon as practicable after the execution of this agreement the
Republic will deliver or cause to be delivered to the bankers & prospectus letter
or letters signed by the Minister of Finance of the Republic or other repre-
sentative of the Republic satisfactory to the bankers, containing such informa-
ton concerning the resources and financial condition of the Repubtic, including
its debts, income and expenditures, financial administration and such other
matters as the bankers may request, and in such form as may be satisfactory
to the bankers’ counsel, for use in connection with the offering or sale of such
first-serles bonds in the United Stntes of America and elsewhere, and the
prompt receipt by the bankers of such prospectus letter or letters shall he a
condition precedent to the obligation of the bankers to make the public offering
of the first serles bonds as in article 1 of this agreement provided,

SEc. 2. If the sale and purchase of the first-series bonds shall be consummated
as herein provided, the Republic will, at the request of the bankers, and at
Its own expense, make applicasion to list all the first-series bonds purchased
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by the bankers upon all the first-series bonds purchased by the bunkers upon
the New York Stock Excbunge and such principal Europeun stock exchanges.
as the bankers may request, and the Republic will furnish when and as required
such information and data us may be necessary for such purpose.

Sro. 8. The bankers, in their sole discretion, may choose and have in the
purchase of the first-series bonds and in any offering thereof to the public such,
associates as they may determine,

SEo. 4. The Republic will pay the cost of printing this agreement and the.
fiscal agency and loan agreement, the cost of printing or engraving, executing,
and authenticating the temporary and definitive first-series bonds and the interim
receipts or interim certificates which may be issued (if any), the cxpenses of
exchanging interim receipt or interim certificates for temporary or definitive
first-series bouds or for cash, the expenses of exchanging the temporary first-
series bonds for the definitive first-series bonds and the expense of listing the
first serles bonds on the New York Stock Exchange and the priucipal European
stock exchanges on which the first-series bonds nmay be listed. The Republic
will also pay all stamp taxes and other duties and assessments, if any, to
which under the laws of the Republic or of uny foreign country in which any
of the first series bond:; ave issued by the Republic or sold by the bankers or
their assoclates, or of any political subdivision or authority thereof or therein,
this agreement, the fiscal agency and loan agreement, the first-series bonds,.
temporary or definitive, or the interim receipts or the interim certificates may be
subject, The Republic will also reimburse the bankers for all their expenses,
exclusive of marketing expenses, in connection with their negotiations with the
Republic for the creation of the Peruvian national loan and the sale to them of
‘the first-series bonds, including their cable expenses and the fees and dis-
bursements of their Peruvian and American counsel, provided that the amount
of such reimbursement as provided in this sentence shall not exceed one-half
of 1 per cent of the total prineipal amount of the first-series bonds,

SEo, §. The Republic agrees that if the sale and purchase of the first-series
bonds shall be consummated as in this agreement provided, it will not offer for
sale any issue of bonds or notes, or permit any issue of bonds or notes guar-
anteed by it to be offered for sale, in the United States of America, in Canada,
or in Europe, within a period of 12 months after the date of the public offering:
of the first-series bonds without the written consent of the bankers.

SEo. 6. In consideration of the purchase of the first-series bonds and of the
services rendered and to be rendered by the bankers pursuant to this agreemnent,
the Republic hereby grants to the bankers a preferential right to purchase the
honds of any und all additional series of the Peruvian nationul loan which may
be issued during a period of three years from the date of issue of the first-series
bonds, on the most favorable terms to the bankers which the Republic is willing
to accept from any other purchaser or purchusers, and the Republic further
covenants that it will not within such 3-year period issue or offer for sale uny
bonds of any additional serles of the Peruvian national loan without first giv-
ing to the bankers a 45-day option to purchuse such bonds on terms at least as
favorable to the bankers as the Republic is willing to accept from any other
purchaser or purchasers,

ARTICLE 4

SrcrioN 1. Any notice, request, or instruction required or permitted to be-
given hereunder by one party to the other shall he deemed sufficient if given
in the manner expressly provided herein, or, if no manner he expressly provided,
in English in writing, or by cable confirmed in writing, as follows:

(a) If from the bankers to the Republie, over the signatute of J. & W.
Seligman & Co. and addressed to the Minister of Finance of the Republic nt
Lima, Peru; and

(b) If from the Republic to the hankers, over the signature of the Minister
of Finance of the Republic delivered to J. & W. Scligman & Co., at No, 54 Wall
Street, New York, N. X,, U. 8, A,

Se0. 2. Any reference in this agreement to the bankers shall be deemed to
mean and include any successor firm, association, or partnership continuing the
respective businesses of J. & W. Seligman & Co, and the National City Co.
The bankers may associate with themselves in the purchase of the first series
bonds such other banks or banking firms as they may desire. Any reference in
this agreement to the Republic shall be taken to mean and include any successor-
sovereign government which may at any time during the life of this agreement.
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goveru the muajor portion of the territory now embraced within the territorial
boundaries of the Republic.

Sec. 8. This agreement shall be executed in the English language and may
be executed in one or more counterparts, each of which shull be deemed to be
an originul. There shall be attached to each executed counterpart a duly
authenticated copy of the supreme resolution hereinabove mentioned.

This agreement shall be interpreted and construed in accordance with the
laws of the Stute of New York, in the United Stutes of America, as though
it bad been made and were to be performed wholly within the territorial limits
of said State,

IN wiTNESS WHEREOF the Republica del Peru (Republic of Peru) has caused
this ugreement tc be executed on its behalf in three counterparts by his excel-
lency Seilor Don Manuel G. Masins, the Minister of Finance of the Republic,
thereunto duly authorized, ns aforesaid, and J. & W. Seligman & Co. has caused
this agreement to be signed on its behalf in a like number of counterparts by
Broderick Haskell, jr., its attorney in fact, thereunto duly authorized, and
the National City Co. has caused this agreement to be executed on its hehulf in
a like number of counterparts by Claude W. Culvin, its attorney in fact, there-
unto duly authorized, all as of the day and yeur first above written.

RePUBLIC DEL PERU,
By M. G. Masias,
Minister of Finance.
J. & W. Serieman & Co,,
By Broperick HaskeLr, Jr.,
Attorney in Fact.
Tue NatroNan City Co,
By Cravpp W, CALvIN,
Attorney in Fact.

Exuiit No, §

AGREEMENT BETWEEN REPUBLIOA DEL PERU (REPUBLIC OF PrRU) AND J. & W,
SELIGMAN & ("0, AND THE NATIONAL CITY BANK OF NEW YORK, DATED AS OF
DrcEMBER 1, 1927-—PERUVIAN NATIONAL LoAN FISCAL AGENCY AND LoOaN
AGREEMENT

Agreement, dated us of December 1, 1927, between Republica del Peru (Repub-
lic of Peru), hereinafter calied the Republic, acting by his excellency, Senor
Don Manuel G. Masias, the Minister of Finance of the Republic, thereunto duly
authorized by supreme resolution dated December 18, 1927, issued with the
approval of the council of ministers, and J. & W. Scligman & Co., a copartner-
ship of the city and State of New York, United States of Amerien, acting by
Broderick Haskell, jr., thereunto duly authorized,. and The Nutional City Bank
uof New York, a corporation duly organized and existing under the national
banking laws of the United States of America, acting by Claude W. Calvin,
thereunto duly authorized, hereinafter collectively called the fiseal agents,

The Republic makes the following representations:

(¢) The Republic has outstanding at the date hereof external loans and obli-
gations in the aggregante principal amount of approximately $61,768.321, cur-
rency of the United States of America (the principal amount of loans and
obligations payable in other currencies having been converted into dollars for
the purpose of this computation at approximately the current rates of ex-
change), some or all of which loans and obligations are secured by lens or
charges upon various of the revenues and assets of the Republie, The gross
amount of the annual charges for the service of all such external loans and
obligations at the date hereof is approximately $6.620,417, similarly computed,

(b) The Republic has outstanding at the date hereof internal loans or obli-
gations in the aggregate principal amount of approximately 3.927,064 Peruvian
pounds, some or all of which are secured by lens or charges on various of the
revenues of the Republic, The gross amount of the annual charges for the
service of all such internal loans and ohligations at the date hercof is approxi-
mately 364,613 Peruvian pounds,

(¢) There are outstanding loans or obligntions guaranteed by the Republie,
or on which the Republic i in some manner contingently liable, in the aggregate

92928-—32—r1 3——10
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principal amount of $1,500,000, currency of the United States of America (the
principal amount of loans and obligations payable in other currencles having
been converted into dollars for the purpose of this computation at approximately
the current rates of exchange).

(d) The Republic desires (1) to refund all its existing external secured loans
and obligations, (2) to stabilize the value of the Peruvian national currency,
(3) to provide funds to subscribe for shares which it may be eligible to hold in
the Mortgage Bank of Peru (Banco Hipotecario del Peru), which the Republie
proposes immediately to establish by law, (4) to provide for its capital invest.
ment program, including the improvement und construction of the Callno harbor
dock and shipping facilities, and (5) to provide for its other present and future
governmental requirements; and in order to provide funds for such purposes
the Republic has determined to create, and by law No. {930, enacted December
17, 1927, and promulgated December 18, 1027, has duly and validly authorized
the creation of an external loan, to be known as the Peruvian national loan and
to consist of bonds which shall be issued from time to time in serles,

(e) In order to provide for its immediate requirements for the purposes here-
inbefore in paragraph (d) referred to, and to-repay the sums advanced or to be
advanced and otherwise payvable in respect of the short-term credit granted to
and availed of by the Republic under an agreement dated as of December 1,
1927, between the Republic and the bankers, which moneys have been, or will
be, largely used for such purposes, the Republic desires presently to issue a first
series of the bonds of the loan limited to $50,000,600, in gold coin of the United
States of Amerlca, aggregate principal amount, the bonds of which first serles
shall be known as Peruvian national loan, 6 per cent external sinking-fund gold
bonds, first serles.

Now, therefore, this agreement witnesseth that, pursuant to said law No.
5930 and in consideration of the premises and of the mutual covenunts and
agreements hereinafter contained, the parties hereto have agreed, und do
hereby agree as follows:

ARTICLE 1—ISSUE, AUTHENTICATION AND DELIVERY OF BoNDS——CREATION OF
FIRST SERIES BONDS

SeerioN 1. The Republie will forthwith, in conformity with its constitution
and laws, create an external loan to be known as the Peruvian national loan
(herein called the loan), to consist of bonds (herein called the bonds), which
shall be issued in series as hereinafter provided. The bonds of the loan shall
be issued in accordance with law No. 6930 of the Republic, enacted December
17, 1927, and promulgated December 18, 1927,

Seo. 2. From time to time and at any time after the execution of this agree.
ment, the Republic may execute a first series of the bonds, to the aggregate
principal amount of $50,000,000, and deliver the same to the fiscal agents,
who shall thereupon authenticate the same as hereinafter provided and deliver
them to or upon the order of the Republic. The bonds of said first series shall
be known as Peruvian national loan, 6 per cent external sinking-fund gold
bonds, first series (hereinafter called the first serles). The aggregate prin.
cipal amount of first serles bonds issued and outstanding under this agree-
ment shall not at any time exceed the principal amount of $50,000,000, except
as provided in section 11 of this article.

SEc. 3. From time to time the Republic may issue, and the fiscal agents may
authenticate and deliver, or cause to be authenticated and delivered, addi-
tional series of bonds of the loan, subject, however, to all the terms, restric-
tiong, and covenants relating to such additional series of bonds in this agree-
ment contained,

Seo. 4. The first-series bonds shall be in coupon form, payable to bhearer,
shall be dated December 1, 1827, shall mature December 1, 1960, and shall bear
interest from December 1, 1027, at the rate of G per cent per annum, payable
on June 1 and December 1 in each year. First-serles bonds shall be of the
denominations of $1,000 and $500 and, if the fiscal agents so request prior to the
time of issue thereof, in other denominations, and in such amounts of each
denomination as the fiscal agents may so request: and such first-series bonds
of any or all such denominations may be made interchangeable for first-series
bonds of any or all the other such denominations, ns the fiscal agents may so
request and as shall be specified in such first-serfes bonds,

Seo, 6, The principal of, and interest upon, the first-series bonds shall be
payable, at the option of the holders, in the borough of Manhattan, in the city
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and State of New York, United States of America, at the principal office of
efther of the fiseal agents, in gold coin of the United States of America, of or
equal to the standard of weight and fineness existing December 1, 1927: Pro-
vided, hotwever, That the fiscal agents may arrange, and the bonds may specity,
that first-series bonds and the interest coupons annexed thereto are payable
alternatively, at the option of the holders, in such other place or places, at
the office or offices in such place or places of paying agents (appointed us here-
inafter provided), in such other foreign currency or currencies as the fiscal
agent shall so arrange, at the bankers’ buying rate for dollar sight exchange on
the lclty of New York at the time of presentation for payment in such place
or places,

Seo. 6. The principal of, and interest upon, all the first series bonds, shall
be paid in time of war as well as in time of peuce and irrespective of the
citizenship or residence of the holders thereof, and shall be paid frce from and
without deduction or diminution for any taxes, assessments, charges, levies, or
duties of any nature, now or at any time hereafter imposed, levied, or assessed
by the Republic, or by any province, district, municipality, or other taxing
authority thereof or therein.

Sec. 7. The text of the definitive engraved first series bonds and of the
coupons to be annexed thereto and of the certificute of authentication to be
indorsed on the first series bonds shall be substantinlly as set forth in Exhibit
A annexed hereto and made a part hereof, with such variations, additions, or
omixsions consistent with the provisions of this agreement as may be required
by the fiscal agents prior to the issue thercof. The text of the definitive en-
graved bonds of each additional serles of the lonn and of the coupons to be
annexed thereto and of the certificate of authentication to be indorsed on such
bonds shall, so far as appropriate, be substantially similar to the text of the
first series bonds set forth in said Exhibit A, with such variations, additions,
or omissions s to series designations, denominations, carrency, or currencles in
which payable, munner and place or places of payment, language or languages
in which prepared, and otherwise, not inconsistent with the provisions of this
agrecment, us may be required by the fiscal agents.

All bonds of the loan in definitive or engraved form shall bear the facsimile
signature of the present Minister of Finance of the Republic or of any future
Minister of Finance of the Republic or other duly designated representative of
the Republ'e satisfactory to the fiscal agents, shall be manually signed on behnlf
of the Republic by its ambassador to the United States of America or other
representative of the Republic thereunto duly authorized and shall bear a
facsimile of the cont of arms of the Republic as a seal of the Republic. The
bonds of each series of the loan of each denomination shall be consecutively
numbered in any usual manner approved by the fiseal agents. The coupons to
he annexed to each of the bonds of the loan in definitive engraved form shall
bear the facsimile signature of the present Minister of Finance of the Republic
or of any future Minister of Finance of the Republie, or other duly designated
representative of the Republic satisfactory to the fiscal agents,

Sro. 8. Only such bonds of the loan, whether in temporary or deflnitive form,
as shall bear indorsed thereon a certificate of authentication substantinlly of
the tenor set forth in Exhibit A hereto attached, with appropriate variations
for the respective series, executed by the fiscal agents or one of them, as authen-
ticating agent (or, in the case of bonds issued and made payable in a currency
ather than United States of America dollars, executed by the fiscal agents or
one of them, or by one of the paying agents appointed ns hereinafter provided
for the country in the currency of which such bond is payable, as authentieat-
ing agent), shall be valid or become obligatory for any purpose or entitled to
the beneflts of this agreement, and such certificate shall be conclusive and the
only evidence that any such hond has heen duly issued hereunder and that the
holder is entitled to the benefits of this agreement.

Seo. 9. Pending the preparation of definitive engraved bonds of the loan of
any series one or more temporary typewritten, lithographed, or printed honds
similar in tenor, but with such omissions, insertions, and variations as may
be appropriate and of such denomination or denominations as may be con-
venient, payable in one or more foreign currencies, and at one or more places,
and with or without coupons, as may be required, may be issued, and. if issued,
shall be exchangenble when ready for delivery without expense to the holders
for a Hke nggregate principal amount of definitive engraved bonds of the same
serier payable in the same currency or currencles. Bonds in temporary form
shall be manually signed on behalf of the Republie by its Minister of Finance,



1410 SALE OF FOREIGN BONDS OR SECURITIES

or by its ambassador to tl: United States of Americn, or by any other appro-
priate representative of the Republic thereunto duly authorized, satisfactory
to the fiscal agents, and all bonds of the loan in temporary form shall be im-
pressed with the coat of arms of the Republic as u seal of the Republic, or
with the seal of the embussy of the Republic in Washington or with the seal of
some other appropriate embassy or legation of the Republi¢, or bear a facsimile
of any such seal; all us shall be found convenient, and be agreed upon by the
Republic and the fiscal agents, The coupon or coupons, it any, unnexed to
bonds in-temporary form, shall bear the facsimile signature of the Minister
of Finance of the Republic or other representative of the Republie thereunto
duly authorized satisfactory to the fiscal ngents.

Sec, 10, Whenever any bond or bonds of the lvan expressed to be inter-
changeable for a bond or bonds of the loan of the same serles of another de-
nomination or denominutions of the same Issue shall be presented for exchange,
with all unmatured coupons attached, the Republic shall execute, aud, upon sur-
render to them of such bond or bonds and coupons, the fiseal agents shall au.
thenticate and deliver, or cause to be nuthenticited and delivered, in exchange
therefor, & hond or honds of the same series payable In the same currency as
the bond or bonds surrendered, to a principal amount equal to the principal
amount of the bond or bonds surrendered tor exchange. All bonds so sur-
rendered for exchunge and the coupons urtached thereto shall be canceled by
the fiscal agents and delivered to a representative of the Republic for that
purpose or sent by registered mail to the nearest embassy or legation of the
Republie, at the risk and expense of the Republic, Upon cvery exchange of
bonds the Republic may make a charge therefor suflicient to reimburse it for
any tax or tuxes or other governmental charge required to be paid in connection
therewith, and in addition may charge a sum not exceeding $1 for each new
bond issue upon any such exchange,

‘I'he Republic agrees that it will at all times and from time to time, when and
as requested by the fiscal agents, and in advance of the actual need therefor,
provide the fiscal agents with a sufficient number of bonds of the loan of the
appropriate series and payable in the appropriate currency, duly executed by the
Republic and which when authenticated, exchanged, and delivered pursuant
hereto shall constitute the duly authorized obligations of the Republic, to take
care of exchanges of bonds as YNerein provided, which said bouds, however, in
no event shall e authenticated und delivered by the fiscal agents unless and
until required in connection with any such exchange.

SEc. 11, If any hond of any series of the loan, with the coupons thereunto
appertaining, shall become mutilated or he destroyed, stolen. or lost, the Re-
publie shall execute, and thereupon the fiscal agents shall authenticate and de-
liver, or cause to be authenticated and dellvered, a new bond of the saine series
and denomination and payable in the same currency in exchunge for such
mutilated bond and coupons or in substitution for such lost, stolen, or de-
stroyed bonds and conpons. In ense of destruction, theft, or loss the applicant
shall furnish the Republic and the fiseal agents, and any one or more of the
paying agents (nppointed as hereinafter provided) which may be affected
thereby, with evidence, satisfactory to each of them, of such destruction, theft,
or loss and also furnish each of them such seeurity und indemnity as the
Republic, the fiscal agents, and =uch paying agents may respectively require in
the ubsolute discretion of exnch of them, At the time of the delivery of any new
bond pursuant to the provisions of thic section. the owner of such mutilated.
lost, stolen, or destroyed bond shull reimburse the Republic for any reasonable
expense incurrced by the Republic, including counsel fees and the charges of the
fiscal agents in connection with the execution, anthentication, and delivery of
such new bond, and also for any stamp tax or governmental charge Incident to
the execution, authentication, and delivery of such new hond,

Sro. 12, Before authentieating and delivering any bonds of the loan all
coupons appertaining thereto at the time matured shatl he detached and ean-
celed by the fiscal agents and delivered to n representative of the Republic for
that purpose or sent by registered mail to the nearest embassy or legation of
the Republic at the risk and expense of the Republie, .

ARTICLE 2,—PAYMENTS FOR THE SERVICE OF INTEREST AND AMORTIZATION ON
FIRST SERIES BONDS

Until all the first series bonds shall have been paid or redeemed, the Republic
shall pay, or cause to be paid, in ench semiannual period, beginning with
the semiannual period commencing on December 1, 1027, to the fiscal agents, .
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at the office of J, & W. Seligman & Co., in the Borough of Manhattan, city and
State of New York, United States of America, for the semiannuanl service of
interest and amortization of the first series bonds, the sum of $1,750.000 in
gold coln of the United States of America of the standard aforesaid, which
seminnnual sum is calculated to be sufficient to pay all interest charges and
provide a cumulative sinking fund to retire all the first series honds at or before
maturity by semiannual drawings of bonds for redemption at their principal
amount. All sums payable hereunder for the service of interest and amorti-
zation of the first series honds in respret of each semiannual period shall be
paid in monthly installments as hereinafter in article 7 provided. and the flscal
agents shall apply or cause to be applied such monthly installments to the
payment of interest upon, and ns a sinking fund for the purpose of redemption
of. the first series bonds in the matter in said article 7 provided.

ARTICLE 3.—EXTRAORDINARY REDEMPTION

SectioN 1. The first series bonds shall be subject te redemption at the option
of the Republie, on June 1, 1928, and on any interest payment date thercafter, as
a whole or in part, at 100 per cent of their principal amount and acerued
interest to the date designated for redemption, on 60 days previous notice,
as provided in section 2 of this article.

Bonds of additional series of the loan may be made subject to vedemption,
at the option of the Republie, either as a whole or as a whole or in part, at
such time or times, but only on an interest payment date or datcs, and at such
redemption price as the Republic may determine at the time of issue thereof
and specify in the bonds of such series.

Sko. 2. In case nt any time the Republic shall desire to redeem the honds of
the loan of any series which by their terins are redeemable, cither as a whole
or as a whole or in part, the Republic shuall so notify the fiscal agents in
writing. specilying the interest payment date (which shall not be less than 90
days after such notification) on which it desires to make redemption and the
principal amount of the honds of each series which it desires to redeem. In the
case of partial vedemption of any scries which has heen issued in more than
one currency the fiseal agents shall determine the principal amounts of honds
of such serles originally issucd in each currency which shall be redeemed, by
allocating, so far as may be practicable. to the redemptlon of honds of such
series Issued in each currency a proportion of the redemption moneys equal
to the proportion which the aggregate principal amount of all bonds of such
series issued in such curreney bears to the aggregate principal amount of all
bonds of such serles origzinally issued in all currencies. In cuse of partial
redemption, the fiseal agents shall also determine, or cause to he determined,
by lot, in any usual manner deemed fair by the flsenl agents, the numbers of
the honds to be redeemged, and furnish, or cause to be furnished, a notarial
cortificate thercof to the Republic. As soon as practicable thereafter the fiscal
agents shall, on behalf of the Republic, give or cause to be given, in each city
in which any of the bonds to be redeemed shall be payable, notice of the intention
of the Republic to pay and redeem such bonds, by an advertisement published
once a weck for at least four consecutive weeks in each instance upon nny day
of the week. each publication to e made in at least one daily newspaper
published and of general circulation therein, the first publication to be at least
60 duys, and not more than 90 days, hefore the date so fixed, specifying the
date of such proposed redemption and the redemption price, and, in case of
partial redemption, in the case of each city, the numbers of the bonds which
are to he redeemed and which may be presented therein for payment and
requiring that the honds so called for redemption with all coupons maturing
on und after the redemption date annexed thereto be surrendered on or after
such redemption date, at the ofiice of either of the fiscal agents or of any of
the paying agents at which such bonds may be preseuted for payment, for
redemption at said redemption price, and stating that the bonds so called for
redemption shall, on siid redemption date, become due and payable, and, that,
unless default shall be made by the Republic in providing the moneys necessary
for such redemption as aforesald, interest on such bonds shall cease to ncerue
on such redemption date,

SEc, 8. The Republic shall, at least 30 days prior to the date so fixed for such
redemptlon as provided in the preceding section of this article, deposit with the
fiscal agents, at their principal office or offices in the city and State of New
York, a sum of money, in gold coin of the United States of America of the
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standard aforesaid (converting into dollars the amounts in other curreicies
required for the redemption of the bonds issued and made payable in said
currencies at the gold parity of exchange existing at the date of issuc of sald
ponds), sufficient to redeem and pay the bonds so called for redemption at the
redemption price thereof together with the accrued interest thereon to the date
fixed for redemption, and the fiscal agents shall redeem and pay, or cause to be
redeemed and paid, but only out of such deposited moneys, all such bonds pre-
sented and surrendered for redemption on and after said redemption date at
the redemption price thereof together with accrued interest thereon to said
redemption date, Any moneys set aside, pursuant to subsection (a) of section
1 of article 7 hereof for the payment of interest maturing on said redemption
date on any first-series bonds which may be so called for redemption shail be
credited against the obligation of the Republic to deposit such accrued interest
as a part of the redemption price for first-series bonds. Similariy, any moneys
set aside for the payment of interest maturing on said redemption date on the
bonds of any other series of the loan which may have heen called for redemption
shall be credited against the obligation of the Republic to deposit such aceruedl
interest as part of the redemption price for such bonds of such series. The
Republic shall also pay to the fiscal agents, on demand, such additional sum in
gold coin of the United States of America of the standard aforesaid, as may be
required in connection with the redemption of honds of any series issucd and
made payable in another currency at said gold parity of exchange, by reasun of
the fact that the cost of purchasing the required amount of the other currency
exceeds the equivalent in the United States of America gold coin of such
amount of the other currency at the gold parity of exchange existing at the
date of issue of said bonds, provided, however, that all savings in the amounts
required for the redemption of such bonds by reason of the fact that the cost
of purchasing such other currency is less thun the equivalent in United States of
America gold coin of such amount of the other curreney, shall be eredited to the
Republic by the fiscal agents,

SEc. 4, From and after the date so designated for redemption, the notice afore-
said having been published and the deposit aforesaid having been made, all
bonds so called for redemption shall cease to bear interest and, on presentation
thereof in accordance with said published notices ut the oftice of the flscal agents
or any of the paying agents at which such bonds are payable, together with all
coupons maturing on and after said redemption date, sald bonds shall be paid
by the Republic at thelr redemption price and accrued interest to such redem-
tlon date, as above provided. Bonds issued and made payable in United States
of America dollars which are called for redemption and prasented for panyment
at the offices of paying agents for the bonds in citles outside the United States
of American shall be paid by such paying agents at the bankers' buying rate
for dollar sight exchange on the city of New York at the time of prese tation
in the respective cities, and such paying agents shall reimburse themselves for
such dishursements by means of sight drafts drawn on the fiscal agents in the
city of New York in dollars for the amount of the redemption price, which sald
drafts the fiscal agents shall pay on hehalf of the Republic upon presentation
thereof out of the moneys set aside for such redemption, ‘The fiseal agents shall
notify each of the paying agents by cable when sufficient moneys have been
deposited by the Republic and set aside by the fiscal agents for the payvment of
the redemption price of the bonds o called for redemption, and the respective
paying agents shall not pay or redeem any bonds called for redemption pre-
sented to them unless they shall have received the proper notitication by cable,
If any honds so called for redemption shall not be paid on presentation thercof,
sald honds shall continue to bear interest at the rate per annum specitied in
such bonds, upon the principal amount thereof until payment, If any bond
presented for redemption shall not be accompanied by the coupon maturing on
the redemption date, then sald bond shall be paid at the redemption pvice
aforesaid less the face amount of such coupon. All bonds redcemed under
the provisions of this article. and all coupons thereto appertaining, shall imue-
diately upon such redemption he canceled by the fisenl agents or paying agents
through whom such redemption s innde and be delivereid at convenient perlods
to a representative of the Republic for that purpose, or sent by registered wail
to the nearest embassy or legation of the Republie, at the risk and expense of
the Republie, provideil, however, that all bends redeemed at the oftice or a puy-
ing agent shall first be sent by registered mall to the fiseal sgents ar the risk
and expense of the Republic. No bonds of the same series shall he issued in lien
of such bonds so redeemed and canceled,
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ARTICLE 4.—I88UE OF BONDS OF ADDITIONAY, SERIES

SeorroN 1. The Republic may at any time or from time to time issue addi-
tional bonds of the loan under this agreement by creating additional series of
bonds of the loan as hereinafter provided. The bonds of each serfes shall be
distinctively designated by the number or letter of the series or by the number
of the year in which issued or in any other manner desired by the Republic
and satisfactory to the fiscal agents, All honds of the same sgeries shull be
identical in form and substance except thnt they may be issued and made pay-
able in different currencies und in different places and may be in different lan-
guages and of different denominations and may be in coupon or registered form,
and except that ns between bonds of different denominations and as between
coupon bonds and registered bonds there may be such appropriate differences
as may be determined by the RRepublic at or before the creation of the serles
and approved by the fiscal agents. If the bonds of any serles are issued in
more than one denomination the bonds of such series of any denomination may
be made exchangeable for bonds of such series of any other denomination or
denominations, but payable in the same currency, of an equal aggregate prin-
cipal amount upon payment of any tax or taxes or otlier governmental charge
in connection therewith, and a charge of not exceeding $1 for each new
bond issued. The several series may be made payable in United States of
America dollars, or in any other foreign currency, or in any two or more for-
eign currencies, aud in such principal amount in each such curreney as the
Republic may determine at the time of issue thereof, provided that the maxi-
mum principal amount of bonds of any serles Issnable by the Republic shall
be limited, and such limitation shall be expressed in the bonds of such serles,
Additional bonds of the loan shall be payable in such place or places as the
Republic may determine and provide in the bonds at the time of issue thereof,
provided that all bonds of the loan issued and payable Iin United States of
America dollars shall be payable in the city and State of New York, United
States of Americu, at the principal office or offices of the fiscal agents, and
may also be made payable, at the option of the holders, at the office or offices
of such paying agents in such other place or places in such other forelgn cur-
rency or currencics, at such rate or rates of exchange as the Republic may de-
termine and provide in the bonds at the time of issuce thereof, and provided,
also, that all honds of the lonn issued and payable in uny other foreign currency
shall be puyuble in a principal city or cities of the country of such currency,
at the office or offices of paying agents for such bonds appointed as hereinufter
provided, and may also be made payuble, at the option of (he holders, at the
office or offices of the fiscal agents in the city and State of New York, United
States of Amerien, in United States of America dollars, at such rate or rates
of exchange us the Republic may determine and provide in the bonds at the
time of fssue thercof. Any additional bonds of the loan may provide that all
payments in respect of such bonds shall be made in gold coin of the currency
in which such bonds are issued or are payable of the standurd of weight and
fineness existing at the date as of which such bonds arve issued. The honds of
each additional series shall bear interest from such date at such rate and
payable on such dates and shall mature at such date as at the time of the cre-
ation of such serfes shall be fixed by the Republic and be stated in the bonds
of such series. A cumulative sinking fund culculated to be sufticient to retive
the entire issue by maturity by redemption shall be created for cach series
of the bonds to be applied to the retirement or vedemption of bonds at such
prices and in such manner as the Republic may provide at the time of the
creation and issue of such serles of bonds. The Republic may provide at the
time of the creation and Issue of any series of the bonds that such bonds shall be
redeemable at its option as a whole, or us a whole or in part, at any time or
from time to time before maturity (but only on an interest-pnyment date or
dates) at their principal amount, or at their principal amount together with a
premium, plus accrued unpaid interest, provided that such provision shall be
expressed in the bonds of sald serles. Except as aforesald, the terms and
provisions of all additional series of the bonds shall be substuntinlly identical
with the terms and provisions of the first-serles bonds herein described. Al
the bonds of each series ut any time outstanding shall be entitled to share in
the security of the revenues or assets which may at any time bhe pledged or
charged as security for the bonds equnlly and ratably with the outstanding
bonds of all other series.
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Sec. 2. No bonds of the loan of any serles in uddition to the $50,0600,000 prin-
cipal amount of the first series bonds shall be issued by the Republic or authen.
ticated by the fiscal agents or any paying agent of the loun unless and until
the gross revenues of the Republic, calculated (as provided in section 5 of this
article) on a gold bhasis, collected by or deposited with the Cnja de Depositors
y Consignnciones, hereinafter called the caja (or such other successor col-
lection agency s may be appointed as hereinafter provided), shall have aver-
aged for the three fiscal years next preceding the dnte on which it is proposed
to Issue the bonds of such additional ser’es at least one and three-quarters
time the amount necessary to meet the maximum charges, similarly calculated
on a gold basis, in any year for the service of interest and amortization of the
bonds of all series of the loan outstanding at the time of such proposed addi-
tional issue including the additional bonds to he issued and of all other funded
debt, external and internal, issued, assumed, or guaranteed by the Republie,
and secured by the revenues so collected by or deposited with the caja, but
excluding any such external funded debt to the extent represented by bonds
which have heen purchased by the fiscal agents for nceount of the Republie
and are then being held by them pending the retivement of such bonds,

SEC. 8. No bonds of the loan of auy serles in addition to the $50,000,000 prin-
cipal amount of the first series bonds shall be issued by the Republic or authen-
ticated by the fiscal agents or uny paying agent of the lonn unless and until
the gross revenues of the Republic calculated (as provided in section § of this
artlcle) on a gold basls, however, or by whomever collected, shall have averaged
for the three fiscal years next preceding the dute of issue of the bonds of such
additionnl <eries at leust three times the maximum charges, similarly cal-
culated on a gold basis, in any year for the scrvice of the entivre funded debt,
external and internal, issued, assumed. or gunrvanteed hy the Republie, includ-
ing the bonds of such additional series of the loan to be issued, but excluding
such part of any external funded debt represented by honds which have been
purchased by the fiscal agents for account of the Republic and are then being
held by them pending the retirement of such bonds,

SEo. 4. For the purpose of determining whether the gross revenues of the
Republice collected by or deposited with the cnja, as provided in section 2 of this
article, and whether the prross revenues of the Republic however collected, as
provided in section 3 of this article, are sufliclent at any time or from time
to time to permit the isxue of bonds of additional series of the loan, the fiscal
agents may rely upon a certificate signed on behalf of the Republic by the
Minister of Finance of the Republic setting forth the facts regarding the
amounts of the gross revemes of the Republic collected by or deposited with
the caja, or otherwise collected, as the case may be, the calculation thereof
on a gold basis, the uverage thercof for the three fiscal years next preceding
the date on which it is proposed to issue the bonds of such additional series,
the amounts required for the service of interest and amortization of the bonds
or funded debt of the Republic referred to in snid section 2 and said section
8, respectively, and the amount and designation of the external funded debt of
the Republic represented by bonds which have been purchased by the fiseal
agents for account of the Republic and are then or thereafter to be held by
them, pending the retirement of such bonds.

Sec. 6. For the purpose of calculating the amount of gross revenues of the
Republie and the amount of service charges on funded debt of the Republie,
in cach case on a gold basis, as provided in seetion 2 and scetion 3 of this
article, such revenues and chuarges shall be calculated at either (1) the aver-
age rate or rates of exchange during the three flscal years next preceding the
date on which bonds of an ndditional serfes of the loan are proposed to be
issued, or (2) the average rate or rates of exchange during the three calendar
months immediately preceding the calendar month in which the issue of bonds
of an additional serles of the loan is proposed to be made, whichever of said
average rates shall purchase the smaller amount of United Stites of Ameriea
gold coin of the standard of weight and flneness existing on December 1, 1027,
or in lieu thereof fine gold, and the flsenl agents may rely upon the certificute
of the Reserve Bank of Peru or the caja as to such average rates,

ARTICLE 5.—PARTICULAR COVEN.ANTS OF THE REPUBLIC
SecrionN 1. The Republic pledges its full faith and credit for the due and

punctual payment of the principal of, interest upon, and the sinking fund
payments in respect or, the bonds of the loan, of all series at any time issued,
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as, and when, the same shall become due and payable. and for the due and
punctual performance of atl the other covenants and agreements in this agree-
ment and in the first serfes honds contained and in the bonds of each additional
series to be contained, to be performed, or observed by it.

Sec. 2. The Republic will duly and punctually pay the principal of, and the
interest upon, the bonds of the loan of all series at any time issued, accovding
to the tenor theveof in every case free from and without deduction or diminu-
tion for any taxes, assessments, churges, levies or duties of any ngture, now
or ut any time herenfter imposed, levied or assessed by the Republie, or by any
province, district, municipality or other taxing authority thereof or therein,
The Republic will make payment of such principal and interest in time of war
as well as in time of peace and irvespective of the citizenship or residence of the
holders of any such bonds,

Seo. 3. The Republic will not, directly or indirectly. extend or assent to the
extension of the thue of payment of any coupon or claim for interest on any of
the bonds of the loan, of any series at any time issued, and will not, directly
or indirectly, be a party to or approve such extension by -purchasing or refund-
ing such coupons or claims for interest or in any other munner.

SEC. 4. The Republic will pay the stamp taxes und other duties and charges,
if any, to which, under the laws of the Republie, this agreement, or the bonds
of the loan, temporary or definitive, of any <erles, may be subject.

Sec. 6. So long as any bonds of the loan, of any series, shall be outstanding,
the Republie covenunts that it will not create, issue, nssmme or guarantee any
loan or obligations secured by a lien or charge upon any of its revenues or,
except with the comsent of the flsea) agents, upon any of it= assets, or secuved
by a lien or charge upon the assets or revenuces of any of itx political subdivi-
sions, or assign any such revenues or, except with the consent of the flsenl
agents, any such asxets, as seeurity for any loan or obligations, unless prior
thereto such revenues or assets shall have heen subjected to a lien or charge
in favor of all the bonds of the loan of all series then outstunding and which
shall thereafter be outstanding, subject only to the liens existing at the date
of this agreement and which are still in force, if any; and that the Hen or
charge on such revenues or assetx crented in favor of such loan or ohligations
shall be expressly made subject to a prior lien or charvge in favor of all the
bonds «f the loun of all series then outstanding and which shall thereafter be
outstanding,

SEc. 6. The Republic covenants that if, so long as uny bonds of the loan of
any series shall be outstanding., the Republic shall create, issue, assume or
guurantee any funded debt, secured or unsecured, whereby the maximum
service charges, caleulated on a gold basis (in like manner as provided in
seetion 5 of article 4 hereof), in any year on the entire funded debt, external
and internal, of the Republic (but excluding such part of its external funded
debt as may be represented by bonds which have been purchased by the fiseal
agents for account of the Republic and are then being held by them pending
the retirement of such bonds) shall be increased to an amount in excess of
one-third of the average annuil gross revenues of the Republie, similarly caleu-
lated on a gold basis, for the three fiseal years next preceding the date of such
creation, issue, assumption or guarantee, then and in such case all revenues
at the time collected by or deposited with the caju or its successor pursuant to
this agreement shall thereupon automatically be and become subject to a lien
and charge in favor of the bonds of the loan of all series then outstanding or
which may thereafter be outstunding, subject only to liens existing at the date
of this agreement and which arve still in force, if any,

SEC, 7. The Republie covenants that, so long as any honds of the loan of any
series shall be outstanding, the total expenditures of the Republie, both ordi-
nary and extraordinary, but exclusive of those for capital investment for
public works, shall not in any flscal year exceed the revenues provided for in
the budget for the same fiscal year and collected in due course, except in case
of a national emergency; and the Republie further covenants that it has
enancted or established or will enact or establish such legislation or budgetary
procedure as may be necessary to effect this end, and that such legislation and
budgetary procedure will be at all times strictly followed and observed in the
preparation of its budget and in making all disbursements.

SEc, 8. The Republie covenants that the net proceeds of the first series bonds,
i. e., ufter deducting from the gross proceeds an amount sufficient to pay any
expenses to be borne by the Republic in connection with the issue and sale of
the first series bonds, shall forthwith upon the Republic’s becoming entitled to
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such proceeds be deposited with the fiscal agents for account of the Republie
to be disposed of by them for account of the Republic as follows: .

(a) Up to but not exceeding $23,930,000 shall be applied by the fiscal agents
(1) to the purchase at not exceeding their redemption prices plus accrued
interest, of such bonds or notes of external loans or obligations issued or
guaranteed by the Republic from time to time outstanding, as the fiscul agents
in thelr absolute discretion may select, whether or not the same are by their
terms presently redecmable, or (2) to the redemption at their redemption prices
of any or all outstanding bonds or notes of any or all external secured loans
or obligations of the Republic, which by their terms ure presently redeemuble
at the option of the Republic, as shall be selected by the fiseal agents in consul-
tation with the Republic. Pending such application all such moneys shall
remain on deposit with the fiscal agents. Bonds so purchased may be resold
by the fiscal agents for account of the Republic when deemed advisable by
them and authorized by the Republic, and such authority may be general or
specific, and the proceeds of such sales shall revert to and become a part of
the fund created by this subdivision (a«). The fiscal agents may charge to or
pay from the fund created by this subdivision (a) the customury stock exchange
commissiony on all such purchases und sales, and such commissions shall not
be included in the purchase or sale prices. All interest received by the fiscal
agents upon bonds or notes purchased and held by them as aforesaid, and all
moeneys, if any, received by the fiseal agents ubon the redemption of such
bonds or notes, and also all savings arising from purchases of such bonds or
notes which are called for redemption as above provided by reason of the
fact that such bonds are purchased below the prices at which they are respec.
tively called for redemption shall be for account of the Republic and be
disbursed as the Minister of Finance of the Republic may direct;

(b) Up to but not exceeding $4,000,000 shall be held and utilized by the
flscal agents as a gold exchange fund in such manner and for such period,
not less than one yeur, commencing with the date of this agreement, as the
executive power ot the Republic may deem advisable, to effect the stabilization
of the Peruvian national currency as contemplated by section 13 of this article,
After the termination of such gold exchange fund any balance remaining in the
hands of the fiscal agents shall be paid over to the Republie;

(¢) Upon the creation by luw of the Mortgage Bank of Peru (Banco Hipote-
cario del Peru, up to $2,000,000 may be withdrawn by the Republic for the
purpose of providing or reimbursing the Republie for the payments then to
be made by it upon the subscription which the Republic will be obligated to
:lm;kg to )the share capital of said Mortgage Bank of Peru (Banco Hipotecairo

el Peru).

(d) Up to but not exceeding $2,820,000 may, at the option of the Republic,
be applied to the construction and improvement of Callno Harbor dock and
shipping facilities and may be withdrawn by the Republic from time to time
by drafts drawn to the order of the contractors undertaking such development
and in accordance with the terms of the contract therefor and any modifications
thereof, if any;

(e¢) The residue shall be applied by the fiscal agents as follows:

(1) To the repayment of all sums advanced under the short-term bank credit
granted to or procured for the Republic under an agreement dated as of
December 1, 1027, between the Republic and J. & W. Seligmun & Co. and the
National City Cn,, the interest due on said short-term bank credit and all other
sums repayable in respect thereof as provided in said agreement, and to the
extent that the sums advanced under said short-term bank credit shall have
been applied at the date of receipt of the proceeds of the first series bonds to
the purposes hereinbefore specified in subdivisions (a), (b), (¢), and (d) of
this section 8, the amounts specified in said subdivisions to be applied by the
fiscal agents for such purposes shall be reduced accordingly;

(2) The residue remaining after making the payments provided in sub-
division (1) above shall remain on deposit with the flscal agents and be with-
drawn by the Republic from time to time in installments at the rate, deter-
mined from December 1, 1927, of not exceeding $750,000 per month for the
purpose of carrying forward the public works under construction at the date
of this agreement,

The Republic lhiereby irrevocably authorizes the fiscal agents to apply the
mroceeds of the first serles bonds deposited with them for account of the
Republic to the purposes, in the amounts, and at the time or times herelnabove
in this section specified, and the Republic covenants and agrees that such
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proceeds shall remain on deposit with the fiscal agents until disposed of by
them for account of the Republic for the purposes and in the amounts so
speeified.

See. 9. The Republie covenants that, until all of the outstanding external
secured lonns and obligations of the Republie shall have been pald or redeemed
or called for redemption and the funds necessary for such redemption de-
posited with the respective fiseal or paying agents therefor, it will not. except
with the consent of the fiseal agents, issue any bonds of any additionnl series
of the loan except for the purpose of, and that it will apply the entire net pro-
cecds of the bonds of such additional sertes of the loan =olely to, either
the purchase or redemption of such externul leans of the Repuhlie, ov for
capital expenditures for public works to he specified in the Republie’s hudget or
in the actx of the Congress of the Republic or In the agreement or agreements
pursnant to which sueh honds of sneh additional series are to be {ssued or
sold, which capital expenditures shall not in the aggregate exceed $9.000.000
in any fiscal year, exclusive of nn aguregate of $6.500,0600 for the development
of the Callno Harbor pursuant to a program for such development in process
of heing eavried out at the date of this agrecment; and the Republie further
covenants that such net proceeds shall he depositel with the fisenl agents;
and that such portion thereof as i3 applicable to capital expenditures other
than for the Callio Harbor development will not be withdrawn by the Repub-
lie at n vate in excess of $750.000 per month, and that such portion thereof
as is applieable to the development of the Callno Harbor will not be withdrawn
by the Republic excopt hy drafts drawn to the order of the contractors
undertaking sueh development and in accordance with the terms of the con-
traet therefor and any modifications thereof, if any, a copy of which and of
a1 sueh modifieations shall he furnished to the fiseal agents by the Republie,
The Republie furthier covenants that, until all of the external secured loans
of the Ropublie outstanding and eallable at the date of thls agreement shall
have been pald or redeemed, or ealled for redemption and the funds necessary
for such redemption deposited with the respective fiseal or paying agents
thevefor, it will not hegin any public works not at the date of this agree-
ment in the course of construction. excepting the Calino Harbor development:
and that the Callne Hurbor development shall he financed solely with the
preceeds of bonds of the loan and that the Republic will promptly impose such
port ducs or tariffs as shall at all times he sufficient to reimburse it for the
service of such financing and, in connection with the use of such proposed
harbov facilities when completed. as shall he sufficient to make the same
self-sustuining,

SEe, 10. The Republic covenants that so long as any of the bhonds of the
win, of any series, which by their terms are payable in dellars, shall be
outstanding, it will maintain an office or agency in the bhorough of Man-
hattan, in the eity and State of New York, where notices, requests, or demands
fn respeet of such bhonds or interest coupons may he served, and where such
ponds and interest coupons may be presented for paynient.

Sec. 11, The Republic covenants that it will from time to time upon ve-
quest of the fiseal agents furnish, or cause to he furnished, to the fisenl ngents,
a report or statement signed by the Minister of Finance or other responsible
official of the Republic, showing in reasonable detail the receipts and expendi-
tures of the Republic during the period specified in such request, and that
it will furnish any other information which the fiseal ngents mayv request as
to any other matters pertaining to its revenues or affecting the service of
the honds or the performance of its covenants contained in thix agreement,

NSece. 12, The Republie eovenants that. when and as requested by the fiseal
agents, it will, by evecutive decree or other approprinte action, call for
redemption and redeem all or such part, at the earliest permissible dnte or
dates thereafter of such of its externul secured callable loans and obligations
fssued and outstanding at the date of this agrecmoent as shall be specfied by
the fiseal agents and apply to the rvedemption thereof such part of the pro-
ceeds of the first-serles bonds as is applicable thereto, pursuant to the pro-
visions of this agreement, or present for cancellation the honds of such exter-
nal secured callable loans purchased for account of the Republic by the fiscal
agents and held by them pending such cancellation, pursuant to the provisions
of this agreement; and the Recpublic further covenants that the bonds so
redeemed or presented shall be canceled and that no bonds of such external
decured callable loans shall be issued in piace thereof.
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Sec, 13. The Republic covenants that it will cooperate with the Reserve bank
of Peru (Banco de Reserva del Peru) and with the fiseal ngents in working out
& plan for stabilizing the Peruvian currency, and that it will cooperate fully
with the Reserve Bank of Pern (DBunco de Reserva del Peru) and with the
fiscal agents in carrying out such a plan.

Sec, 14, The Republic covenants that prior to the issue of the first series
bonds, it will elect or appoint, or eause to be elected or uppointed, one person,
designated by the flscal agent, as a member of the board of directors of the
caja and as tie tenth director on the board of directors of the Bunco de Re-
gerva del Peru {Reserve Dank of Peru), hereinafter called the reserve bank,
and one person, designated by the fiscal agents, us an alternate member to act
in the place and stead of such member in case of such member's death, resigna.
tion or inability to act for any reason; and the Republic covenants thuat the
fiscul agents shail have the absolute right at all times, so long as any bonds of
the loan shall be outstunding, to dismiss, and designate the suceessors to, such
persons or their successors, and that at all times, sv long as uny of the honds
of the loan shall be outstanding, one person designated by the fiscal agents
shall be a member of the board of directors of the caja and the tenth director on
the board of directors of the reserve bank, and one person designated by the
fiscal agents shall be an alternate to act in the place and stead of such moember
as above provided, and that such member or, in case of such member's death,
resignation or inability to act for any reason, such alternate member, shall have
the same rights und powers in respect of all matters relating to the collection
of the revenues of the Republic, at the time entrusted to the caja for collection
or deposit, and the same rights and powers in respect to the mana winent and
direction of the affairs of the reserve hunk, as the other menmbers of said
boards, respectively, The Republie hereby agrees that the reasonable compen-
gition vnd expenves eof such member and alternate, not to exceed $15,000 per
annum, shall be included in the expenses of the fiscal agents and shall be paid
by the Republic to the fiscal agents from time to time vpon demand. The fiscal
agents agree to designate to the Republie, and otherwise as may be requived
by law No. 4500 of the Republi¢, in writing or by cable as soon as practicuble
after the execution of this agreement, two persons to be such member and alfer-
nate member, respectively, of both said boards. In case of the «euth, resizua-
tion, or inability to act for any resson of such member so designated, the
alternate member shall act in such member's place and stead until the flscal
agents shall similarly designute the successor of such member, amd the Republic
covenants to’elect or appeint such successor, or cause such successor to be
elected or appointed, as soon as designated by the flscal agents, 1 member of
both said boards. In case the successor so designated shall be the person previ-
ously desiguated as alternate membetr or in case of the death, resignation, o
innbility to assume the duties of a meinber of said boards of the alternate
member, & successor of such alternate member shill be similarly designated by
the fiscal agents, and the Republic covenants to elect or appoint such suceessor
or cause such successcr to be elected or appointed, as soon as designated by the
fiscnl agents, an alternate member of hoth sald boards, In case the Republie
shall transfer the collection of any of its revenues provided by this agreement
to be collected by or deposited with the caja or its successor, the Republic will
cause a member of the bourd of directors or one of the managers of such agency
and an alternate member ur mannger, designated by the fiseal agents, to be
elected or appointed similarly,

Sko. 15, The Republic consents and ngrees that the fiscal angents, or cither of
them, or thelr successors. acting as the representatives of the holders of the
bonds of any or all series of the loan at any time outstanding, may represent
said holders and may enter into uny agreements swith the Republic in connection
herewith or supplemental hereto pursuant to section 1 of ariicle ¢ hereof, and
may Institute and carry on, in their own name or names, for the benetit of such
holders, all actions and proceedings, whatever be the grounds thercof, to enforce
any of the oblizntiony or undertiakings of the Republic set forth in or contem-
plated by such bonds, this agreement or uny agreements exceuted in connection
herewith or supplemental hereto, without being requlved to produce any of
such bonds in gny conrt or elsewhere or to prove its ugency for or authority
from said holders. These provisions are of the essence of the honds and of this
agreement and any agreements exccuted in connection herewifth or supple-
mental hereto, and the holder of any bond of any series of the loan, by his
acceptance thereof, shall he deemed to have irrevocably conferred upon the fiscal
agents, und each of them, or their respective succesxors, the nuthority aforesaid,
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ARTICLE, G—COLLECTION ot DErosit oF REVENUES

SkcrioN 1, The Republic covenants that prior to the issue of any of the fivst
series bonds, it will, pursuant to the provisions of article 9 of luw No. 5931,
enacted December 17, 1927, enter into un agreement with the caja, whereby the
caja shall be irrevoeably authorized and directed by the Repulilie, and the caja
shall covenunt and agree:

(a) Yo collect all present and future revenues of the Republic of whatever
origin and denomination with the sole exceptions of ;

(1) the revenues given at the date of this agreement as specifie guaranty
of external loans of the Republic and frrevoeably intrusted, <o long as such
external louns ave outstanding, to special entities other than the caja for
collection, and

(2) until sueh date as the executive power of the Republic may judge con-
venient, the revenues of posts und telegraphs, and such customs revenues as
are not at the date of this ngreement given us guaranty for external loans of
the Republie, and

(3) the consulor revenues of the Republic collected in forelgn countries;

(b) To collect the revenues given at the date of this agreement as specifie
wuaranty of external loans of the Republic und irrevocably intrusted, so long
as such external loans are outstanding, to specinl entities other than the caju
for collection, as soon as such revenues ave, respectively, freed from such
snranty, and the revemies of posts and telegraphs, and sueh customs revenues
as are not at the date of this agreement given as guaranty for external loans
of the Republic, us scon as the executive power of the Republic may judge
convenient; and

(¢) To receive the deposit, as soon as the Republie is entitled to receive the
same of'—

(1) nll moneys payable to the Republic in vespeet of cach and every revenue
given at the date of this agreement as specifie guaranty of an cexternal loan
or Imins of the Republic and intrusted, so long as such oxternal loan or loans
are outstanding, to an entity or entities other than the cajn tor colleetion, and

(2) all consular revenves of the Republie collected in foreign countries, which
shall be deposited to the ovder of the caja with such fivst-cluss banking institu-
tlons a0s the caja may select pursuant to the provisiens of articie 4 of said
Law No. 31—
and in and by such ugreement the Republic shall irvevecably authorize
and direet the caju, nnd the cajn shall covenant and agree to apply the muoneys
collected by or deposited with it as aforesaid in each month to the payment
to the fiscal agents of the monthly proportion, that is to say, one-sixth of the
semiannual service charges of the bonds of the loan of all series at the time
outstanding, equally and ratably for each serles, before making any disburse-
ments of such moneys for any other purpose whatsvever, and to apply such
moneys and to make each and every such payment in accordance with the con-
ditions of the joan agreements under which the bonds of ench series of the loan
are respectively issued; provided, however, that in the cuse of moneys collected
by or deposited with the caja in respect of revenues at the date of this agree-
ment given as guaranty for an outstanding loan of the Republic and so long
us such loan is outstanding, the caja shall first apply the moneys collected
or deposited in respect of cach such revenue for the payment, so far us
required, of the service of each such loan in accordance with the terms of the
agreemert under which such lean was contracted, |

Seo, 2. The Republie covenants that if, so long as any of the bonds of any
series of the loan shall be outstanding. the caja shall cease to collect, receive,
or apply the revenues intrusted to it pursuant to Law No. #7406 and Law No.
5031, or any other law. ar if it should fuil to comply in any respect with the
obligntions provided in Law No. 930 authorizing the creation of the loan,
or in any agrecment entered into hetween the caja and the Republie with
respect to the service of the bonds of any series of the loan as in section 1 of
this article provided, or for any reason the caja should cease to cxist, the
executive power of the Republic, in agreement with the flacal agents, shall
immediately organize or appoint a special collecting agency, acceptable to the
fiscal agents, which shall immmediately upon such organization or appointment
automatically assume all the rights and obligations of the caja in connection
with the collection, receipt, or application of the revenues of the Republie
pursuant to sald Law No, 6931 and any agreement entered into between the
Republic nnd the eaja as in secifon 1 of this article provided; and that the

[
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expenses incurred in the orgunization of sald special collecting ugency and its
expenses und compensation in and about the collection, receipt, and upplication
of such revenues shall be borne by the Republic, T'he Republic further
covenants that if such special collecting agency, or any successor, should cease
to collect, receive, or apply such revenues, or to comply in uny respeet with
such obligation, or for any reason should cease to exist, the exceutive power
of the Republlie, in agreement with the fiscal ugents, shall fmmediutely in
the same manner organize or appoint a successor speciul collecting agency,
acceeptable to the fiscal agents, which shall immediately upon its organizntion or
appointment automatically assume ull the rvights and obligations of the spevial
collecting agency so ceasing to collect, recelve, or apply such revenues or to
comply with such obligations or to exist; and that the expenses incurred fu
the organization of such successor specinl collecting agency and the expenses
and compensation of such successor specinl collecting agency in and about the
collection, recelpt, and application of such revenues shall be borns by the
Republic.

ARTICLE VII-~APPLICATION OF REVENUES TO INTEREST AND AMORTIZATION Pay-
MENTS OF TUE FIRST SERIES BoNDs

SteroN 1. The payment to be made by the Republic to the fiscal agents in
respect of each semiannual period for the semiannual service of interest aml
amortization of the first series bonds, as provided in arvticle 2 of this agreement.
shall be made in the following amounts and in the following maunner:

(@) The sum of $291,666.6624 In December, 1927, and monthly in each cilen-
dar month thereufter, said sum being equal to one-sixth of the amount necessary
for the installment fov the service of interest on, and amortization of, the first
series bonds in respect of each seminnnual perfod as in said article 2 provided.
Unless and until otherwise agreed upon by the Ropublice, the caja and the fiscal
ugents as representatives of the first series bondholders, such monthly payments
~hall be made in the following manner: On the fir<t Monday in December. 1927,
and on each Mouday thereafter, the gross amounts of the revenues of the Repub-
liec collected by or deposited with the eajn (or any successor speeinl eolieeting
agency, appointed as in section 2 of article ¢ provided), during the preceding
week, remaining after deducting from the revenues which are pledged at the
date of this agrecment to secure any existing loan of the Republie, the payments
for the service of interest and amortization and all other moneys due and pay-
able in respect of the bonds of such loan at the time outstanding and not previ-
ously provided for, shall be paid by the caju, on bebalf of the Republic, to the
Peruvian representative of the flseal agents, appointed as hereinafter provided.
until the amount required to make available to the fiscal agents in New York. in
gold coin of the United States of America of the standard afovesaid, the full
monthly payment aforesaid, shall have been received by the Peruvian represent-
ative, Such weekly payments shall be made either in dollurs of the United
States of America or, with the consent of the fiveal agents, in Peruvian pounds.
and in the event that any such payment shall be made in Peruvian younds the
amount thereof shall be applied by the Peruvian representative ax soon as prae-
ticable ufter the receipt therecf to the purchase, at the expense and for the
account of the Republic, of dollar sight exchange on New York, All such dol-
lars so paid or purchased shall be forthwith remitted by the Peruvian represent-
ative to the fiseal agents in the city of New York in such a munner as they
shall direct, but at the risk and expense of the Republic.

(b) 8Such additional sum, on or before the last duy of euch calendar month.
commencing with December, 1927, as may be neces<ary to make up the defi-
clenny, If any, by which the revenues of the Republic collected by or deposited
with the caja, or its successors, and paid over to. or for account of, and reveived
by, the fiscal agents in New York, for the service of interest on, and amortiza-
tion of, the first series bonds as in subscctlon (@) above provided, shall not be
sufficient for the full payments therein specified to be made in respeet of each
such calendar month, and such sum on or before June 1 and December 1 in vach
year, commencing with June 1, 1928, as may be necessary to mnke up the defi-
clency, if any, by which the moneys paid over to, or for account of, nnd recevived
by, the fiseal agents. in New York, in respect of the current seminnnual pay-
ment, as provided in article 2 hereof, shall not be suflicient for the full payment
therein specified to be made,

Any consent of the fiscal agents that the payments by the Republic to the
Peruvian representative may be made in Peruvian pounds, as {n subsection tad
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of this section provided, may at any thme be withdrawn by the fiscal agents by
notice in writing or by cable addressed and sent to the Minister of Finance of
the Republic and the caja, and thereafter such payments to the Peruvian repre-
sentative shall be in dollars of the United States of Americn until the fl<cal
agents again consent that such payments may be made in Peruvian pounds,

The failure of the fiscul agents to secure or retain the service of a bank, firm,
corporation, or responsible individual to act as {ts representative in Peru or the
faflure of the fiscal agents to appoint such representative in Peru or the fallure
of the Peruvian representutive to trapsmit any sums paid over to it to the fiscal
agents in New York or the failure of the fiscal agents to recelve any such sums
in New York shall not relieve the Republic of its obligution to make the full
payments provided in this section, and the Republic agrees that in such event,
it will make, or cau~e to be made, such payments in gold dollars dirvectly to the
fiscal agents In the city of New York,

Seo. 2, The fiscal agents shall apportion and apply the moneys received by
them pursuant to the provisions of section 1 of this article as follows:

(a) The fiscal agents shall set aside out of such moneys received by them
in each semiannuul period the full amouit necessary to pay the interest ma-
turing on the next succeeding interest payment date on the first-series bonds
then outstanding, and shall apply or cause to be applied such moneys to the
payvment of such interest maturing on such next succeeding interest-payment
date. Interest coupons of first-series bonds presented for payment at the
oflices of the paying agents for the first-series bonds in cities outside the
United Stutes of America in accordance with the terms of such bonds or this
agreement shall be paid by such paying agents at the bankers' buying rate
for dollar sight exchange on the city of New York at the time of presentation
in the respective cities, and such paying agents shall reimburse themselves for
such disbursements by means of sight drafts druwn on the fiseal agents, pay-
able in the city of New York in dollars for the amount thereof, which =aid
drafts the ficcal agents shall pay on behalf of the Republic upon presentation
thereof out of moneys set aside for such interest. The fiscal agents shall notify
each of the paying agents by cable when suflicient moneys have been paid by
the Republic and set aside by the fiscal agents for the payment of the interest
maturing on each interest payment date on al] the first-series bonds at such
time outstanding in accordance with the provisions of this agreement, und the
respective paying vgents shall not pay any interest coupons presented to them
unless they shall have received the proper notification by cable,

(b) The fiscal agents shall set aslde the balance of such moneys recelved by
them in each semiannual period as a sinking fund for the redemption of the
first-series bonds on behalf of the Republic on the nexti succeeding intervest
payment date and shall apply the same, or cause the same to be applied, to
such redemption on such succeeding interest payment date in the manner
hereinafter in section 3. provided.

SEC, 3. The moneys sel aslde by the fiseal agents in each semiannual perfod,
pursuant to subsection (D) of section 2 of this article, together with any
amounts carried forward from the next preceding semiannual period, pursuant
to section & of this article, shall be applied by the fiscal agenis to the redemp-
tion of first-series bonds on the next succeeding interest payment date (the
first applieation to be made on June 1, 1928, and subsequent applications to
be made on euch interest payment date thereafter) at the redemption price of
1V per cent of the principal amount thereof and accrued, unpaid interest
thereon to such interest payment date in the manner and at the places herein.
after in this section provided; and the fiseal agents are hereby authorized and
impowered to redeem with such moneys at saild redemption price on each such
friterest payment date and at the places and in the manner hereinafter in
this section provided, in the name and on behalf of the Republic, and at its
expense, a prineipal amount of first-series honds equal to the amount of such
sinking-fund Instalment, plus uny such amounts carvied forward, The fixeal
agents shall determine, by lot, in any usual manner deemed fair by the fiscul
agents, the serinl numbers of the first-series bonds to be redeemed, and furnish
a notarial certifieate thereof to the Republie, Notice of each such redemption
shall be given by the fiscal agents on behalf of the Republie in each clty in
which any of the first-serles bonds which are to be redecemed may be pre-
sented for paywment, at the times and in the manner sgpecified in the case of
partial redemption of bonds of the loan at the option of the Republic in
section 2 of article 3 hercof. From and after the date <o set for redemption,
netice having been so given by publication, and the moneys sufticient for such
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redemption having been pald to the fiscal agents, the first-serles bonds so
called for redemption shall cease to bear interest and, upon presentation and
surrender in accordance with suid published notices, at the office of elther of
the fiscal agents or such paying agents at which such first-series bonds may be
presented tor payment, or such flrst-series bonds, together with all coupons
thereto appertaining maturing on and after said redemption date, snid first-
series bonds shall be paid by the Republie at the principal amount thereof and
accrued interest to such redemption date, Ionds called for redemption and
presented for payment, of such first-series bonds, together with all coupons
in cities outside the United States of Ameriea in accordance with the terms
of such bonds or this agreement shall he paid by such paying agents at the
bunkers' buying rate for dollar sight exchange on the city of New York at the
time of presentation in the respective cities, unil such paying agents shall reim.
burse themselves for such disbursements by means of sight drafts drawn on
the fiscal agents in the city of New York in dollars for the amount of the
redemption price, which said drafts the fiseal agents shall pay on behalf of
the Republic upon presentation theveof out of moneys set aside for such
redemption. The fiseal ngents shall notify each of the paying agents by cable
when sufficient moneys have been pafd by the Republic and set aside by the
fiscal agents for the payment oif the redemption price of all flrst-sevies bhonds
s0 called for redemption, and the respective paying agents shall not pay or
redeem any first-series honds presented to them unless they shall have received
the proper notification by cable. If uny first-series honds so called for redemp-
tion shall not he paid on presentation therveof, said flrst-eries bonds shall
continue to bear interest at the rate of 6 per cent per annum upen the prin-
cipal amount thereof until payment, If any first-series bond so presented for
redemption shall not be accompanled by the coupon therceto appertaining
maturing on the redemption date, then said first-series bond shall be paid at
the redemption price aforesaid, levy the face amount of such coupon.

Sre. 4. Accrueid unpaid interest on first serles bonds redeemed for the sinking
fund shall not he paid by the fiseal agents out of moneys set aside for the sink-
ing fund, pursuant, to subsection (b) of section 2 of this article, nor out of any
other moneys in the sinking tund, but shall be paid out of moneys set axide
pursuant to subsection (a) of section 2 of this avticle for puyment of interest
on all the first series bonds.

Sk0. 5. Any odd amounts of money applicable to (he redemption of first series
bonds for the sinking fund amounting to less than the sum required to redeem
one flrst series hond of the smallest denomination outstanding and which can
not therefor be applied to the redemption of first series bonds on the next suc-
ceeding interest payment date, shall be carried over and applied with the
moneys set aside for the sinking fund during the next succeeding six months
period to the redemption of first series honds.

Sro. 6. All first series bonds redeemed tor the sinking fund, pursuant to the
provisions of this artlele, and all coupons thereto appertaining, shall immedi-
ately upon such redemption be canceled by the fiscal agents or the paying
agents through whom such redemption is made and delivered at convenient
periods to a representative of the Republic for that purpose, or sent by regis-
tered mail to the nearest embassy or legation of the Republic at the rixk and
expense of the Republice: rrovided, however, that all bonds redeemed at the
office of a paying agent shall first he sent by registered mail to the fiscal agents
at the risk and expense of the Republic, No first series bonds shall be issued
in place of flrst serles bonds so redeemed and canceled,

Sko. 7. No expenses of any character incurred by the ficeal agents or the pay-
ing agents in connection with the administration of the sinking fund shall be
charged agninst the sinking fund or paid out of any moneys in the sinking fund,
but all such expensey shall be borne by the Republic and shall be paid by the
‘Illepubllc to the fiscal ngents or the paying agents upon thefr written or cabled

emand.

ARTIOLE VIIL—CONCERNING THE FI180AL AGENTS, THE PAYING AGENTS AND THE
PERUVIAN REPRESENTATIVE

SecerioN 1. The Republie hereby appoints J. & W. Seligman & Co. and the
Natlonal City Bank of New York as fisenl agents of the Republe in accordance
with the provisions of law No, 6930, enacted December 17, 1927, and the provi-
sions of law No. 400, enacted March 0, 1022, and sald J, & W. Seligman & Co.
and the Nutional City Bank of New York are, by virtue of said office, appointed
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as fiscal agents for the service of the bonds of the loan of all series, which
appointment J. & W, Seligman & Co. for itself and the Nationa]l City Bank of
New York for itself hereby accept. Any successor firm, assoclution, or corpora-
tion carrying on the business of either J. & W. Seligman & Co, or the National
City Bank of New York shall be deemed to be one of the fiscal agents. The
flscal agents may each of them resign their functions, powers, rights, and duties
hereunder and become and remain fully discharged from all further duty and
responsibility hereunder upon giving 60 days’ notice thereof in writing sent by
registered mail addresxed to the Minister of Finance of the Republic, or such
other notice as the Republic may accept as sufficlent, and upon payment of any
moneys or securities or deposit with, and upon delivery of any bonds of the loan
intrusted to them under any provision of this agreement to their respective
successors. If either of the fiscal agents, or ity successor, but not the other of
them, shall be disqualified from acting as such by ceasing to exist, ceasing to
do business, or ceasing to muntain an oftice in the borough of Manhattan, in the
city and State of New York, or shull resign as one of the fiscal agents, the other
fiscal ngent, or its successor, shall assume all the duties of both fiscal ngents
and no successor to the fiscal agent, or its successor, which shall have been so
dizqualified or have resigned shall be designated by the Republic. If both the
fiscal agents, or their respective successors, shall be so dlsqualified or have
resigned, a successor or successors shall be designated by the Republic as fiscal
agents (which shall in every case be a bank or trust company having a paid-in
capita]l and surplus of at least §10,000,000 and having a principal ofice in the
borough of Manhattan, city and State of New York), and the Republic shall
forthwith publish notice of such appointment at least once a week for at least
four successive weeks in every city in which any of the bonds are payable, in
each Instance upon any day of the week, in a daily newspaper published and of
general clrculation in each of said cities,

Sec, 2, The Republie, at the request at any time or from time to time of
the flxcal agents, shall appoint such banks or bunking firms in one of more city
or cities outside the United States of America as paying agents for the first-
series bonds or for the honds of any one or more ndditionul series of the loan
as shall be nominated by the fiseal agents and be satisfactory to the Republie.
Each of the paying agents, now or hereafter nppointed, may resign its or their
functions, powers, rights, and duties hereunder and become and remain fully
discharged from any further duty or responsibility hereunder upon giving 60
days' notice in writing sent by registered mail to the Minlster of Finance of
the Republic and to the fiscal agents, or such other notice ns the Republic
and the flsenl agents may aceept as sutticlent, and upon payment of any moneys
deposited with and upon delivery of any honds of the loan intrusted to it or
them under any provision of this agreement, to the tiscal agents or to its or
thelr successor or successors, If any such paying agent, or any successor, shall
be disqualifted from acting as such by ceasing to exist, ceasing to do business
or ceusing to maintain an office in the eity in whizh appointed to act, or shall
resign as such paying agent, a successor nominated by the fiscal agents and
satistactory to the Republie shall be designated by the Republic, and the
Republie shall forthwith publish notice of any such designation by it made at
least once a week, for ut least four suceessive weeks, in each instance upon any
day of the week, in a daily newspaper printed in the officinl language of the
city in which such paying agent Is appointed to act and published and in
general clrculntlon in such eity,-

Seo. 3. The fixeal agents and the paying agents, aud each of them, shall be
pratected by the Republie in acting upon any netice, demand, waiver, request,
consent, opinton, certificate, report, stntement, list, communication, lotter, tele-
gram, eablegram or radiogram, hond, coupon, or other paper or document be-
lieved by them to be genuine and to have heen signed, sent, or presented by the
proper party or pavties,

NE¢, 4. The Republie, the flseal agentg, and the paying agents, and each of
them may deem and treat the bearer of any bond of any series which shall not
at the time be registered as to prineipal, and the heaver of any coupon for
Interest on any bond, whether such hond <hall have been reglstered or not, as
the absolute owner of such hd or coupon for the purpese of yecelving pay-
ment thercof and for gall other purpases whatsoever and nelther the Republie,
the flsenl agents, nor the paying ngents nor any one of them shall be affeeted
by any notice to the contrary, The Republie, the fisenl agents, and the paying
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agents, and each of them, may deem and treat the registered owner of any
bond which is registered as to principal, us the ubsolute owner of such bond
for all purposes except the payment ot coupons, and neither the Republic, the
fiscal agents, nor the paying agents shall be affected by any notice to the con.
trary. The Republic ugrees to indemnity and save harmless the fiscal ngents
and the puying agents, and euch of them, from and against any and all Hability,
costs, churges, or expeises incurred by so treating any such bearer or reglstercd
owner,

Ste. . The flscal agents and the paying ugents may cach of them exercise
their j owaers and perform their duties by or through such attorneys, appraisers,
accountants, agents, and other employees, as they muay deem advisuble, and the
compensation of such persons shall be deemed a part of the expenses of the
fiscal agents and the paying agents, respectively., The fiseal agents and the
paying agents shall none of them be answerable for the act, default, or mis-
comduct of any such attorney, appraiser, accountant, agent, ov other person
employed or approved by them, respectively, if selected with reasonable care:
nor shail the fiscal agents or the paying agents, or uny of them, be linble for
any uction whatsoever taken by them hereunder, except cach for its or thelr
own wilful misconduct,

Se0. 6. All the usual expenses incurred in good fuith by the fiscul agents, or
the paying agents, or any of them, in connection with the drawing of bunds
of uny serles of the loan or the payment of the principal of, or interest upon,
such hondy, or otherwise in the service of such bonds, including counsel fees,
cost of cabling, and the cost of publishing notices, ete,, shall be paid by the
Republie from time to time on demand of the fiseal agents,

Sec. 7. The Republie ngrees to pay to the flseal agents ax compensation for
their services one-quarter of one per cent (%4 per cent) of all amounts paid
to the fisenl agents for the puyment of interest on bonds of the loan of any and
all series at any time or times outstunding and one-quarter of one per cent
(%4 per cent) of all nmounts paid to the fiseal agents for the sinking faml or
sinking funds in respect of, and for the payment of the principal of, at their
maturity, or upon the redemption of, or otherwise, bonds of the loan of any
and all series at any time or times outstanding, and also the expenses of the
fiseal agents in connection with such ageney,  Such compensation shall be
payable at the principal oflice or oftices of the flsenl agents in the eity and
State of New York send-annually and shall be added to the last monthly
installment of each semi-unnual payment for the service of juterest on, and
amortizution of, the bonds of each series in vespeet of which such compensa-
tion is payable, but such expenses shall be paid trom time to time upon demand
of the fiscul agents, The reasonable expenses ol the paying agents in connee-
tion with such agencies shall be ndded to the expenses of the fiscal agents and
paid by the Republie to the fiscal agents from time to time upon their demand
and shall by them be paid over to the paying agents when veceived,

SEc, 8. Any moneys received by the fiscal agents and the paying ngents, or
their successors, under any provision of this angreemont (anything herein to
the contrary notwithstanding) may be treated by them, until they arve reguived
to pay out the same conforinably herewith, as a general deposit, and they
shall not be required to segregate any moneys deposited with them. The tiscal
agents shall allow to the Republic on all deposits received by them for the
service of honds of the loan of any and all series interest at the rates cus
tomariy allowed by bhanks or trust companies in the city of New York on
similtr deposits under the rules of the New York Clearing ouse Associution.
Such interest on deposits received by the fiscal agents shaill be allowed tor the
period or periods commencing with the first day of the calendar month next
succeeding the date of the receipt of such deposit and ending on the day next
preceding the interest payment date on which such deposits ave required to
be dishursed in accordance with this agreement,

The general accounts connected with the service of the fivst-sevies bhonds
and generally with all the bonds of the loan shall be kept by the fiseal ngents
in the city and State of New York in United Stutes of Ameriea dollars.

Sete. 9. The fiscal agents. the paying agents and each of them, shall he pro-
tected in relying upon a translation of nany document exceuted in the Spanish
language if certifled to them by the Minister of Finance of the Republic ov by
any consul general of the Republie, to be a corrvect translntion of the orvighml;
but in the absence of such certificate the flseal agents and the paying angents
shall none of the