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~ .REFUNDING FOREIGN DEBTS.

T

- FE#RUARY b (caléndar day, FEBrUuARY 10), 1923.—Ordered to be printed.

Mr. MoCumser, from the Committee on Finance, submitted the
. ‘ following

L]

REPORT.

[To accompany H. R. 14254.)

The Committee on Finance to whom was referred the bill (II. R.
14254)' to 'amhénd the act entitled “An act to create a commission
authorized under certain conditions to refund or convert obligations
of foreign governments held by the United States of America, and
for other, purposes,”  approved February 9, 1922, report the same
favorably, with an amendment as follows:

On line 5, page 2, after the word ‘states” and comma, strike out
thé balance of said line, also'lines 6, 7, and 8.

- As amended the committee recommend that the bill do pass.

The justification for said bill will be found in the report of the
Committee: on Ways and Means submitted to the House, which
repert reads as follows:

[House Report No. 1567, Sixty-seventh Congress, fourth session.]

The Commitiee on Ways and Means, to whom was reforred the bill
(H. R, 14251) havinz had the same under consideration, report it
back to the House without amendment and recommend that the bill

do SO .

"Igl“?‘iegislatidn hereint recommended amends the act of February 9,
1922, which credtéd thoe World War Foreizn Dobt Commission, so as
to ;;)!érmit;; of a suttlemons 'of the British debt to the United States
undet the teéris and conditions récommended by the commission on
February 3, 1923, and approved by the President in his message to
Congress ‘of February 7, 1923.

5 R—67-4--vol 1-—25



2 REFUNDING FOREIGN DEBTS.

Voo waTew RO S RV 3 g, J}f‘ ¥,

The commission “negotiated . withi the: British .gé.dévmment and
received their representatives in Washington to consider the fundin
of the demand obligations of:that Government held,;by;;the;Unit,‘egi
States. After full and free discussion the commisgion reached: the
conclusion that it was impossible, as well as undesirable, to reach
a settlement under the terms of the act of February 9, 1922, because
of the limitation in section 2, which reads as follows:

Provided, That nothing contained in this act shall be construed to authorize or
empower the coramission to extend the time of maturity of any such bonds or other
obligations due the United States of America by any foreign government bevond
June 15, 1947, or to fix the rate of interest at less than 4} per centum pet annum.,

As a result of thd conférencés withi the- British ‘6fficials and of inde-
pendent investigation by members of the commission, in the absence
of authority under the law, the commission stated to them that it
would recommend for the approval of the President and the adoption
by the Congress of a settlement with the United Kingdom 'of Great
Britain and Ireland upon the following terms:

Principal of notes to be refunded................. e teteenanaaan $4, 074, 818, 358. 44
Interest accrued and unpaid up to Dec. 15, 1922, at the rate of o
- 4} per cent..... feasenaae fededeieenenn reaead eleideiavaiida. . 629, 886] 106,09
o 4,104, 654, 465. 43
Deduct payments made Oct. 16, 1922, and Nov. 15, 1922, with
interest at 4} per cent thereon to Dec, 15, ,1?22_'. R ELLITRRRPPS 100, 526, 379. 69
P ot
. 4, 604, 128, 085. 74
To be paid in cash.......... TR H 4,128, 086. 74
Total principal of indebtedness as of Dec. 15, 1922, for which y
British Government bonds are.to be issued'to the United. ! i - 5 1]
States Government at par,........ S R we v e cbio b, 4,600, 000, 0Q0. 00

, r;Dhe g)&n&x pal Olf ttluf) Hon%e §t13a;ll ‘ge paid in annual il?staglments on a fixed:schedule;
subject to the tight of the British Government, to make these paymenta in throp-year.
_ ergods. The ‘g}r;np,upt of the gxst,?y qr,’.s -instaliment will be%ﬁqm,ﬁ,‘gnmk” ,
annunl instaliments will incredse with 'due ‘regularity ‘during the'lifé' of ‘the bonds -
until, in the sixty-second year, the amount of thé inbtallment Wwill be $178,000,000,
the aggregate installments:heing equal to the total principal of the debt,. i i1 .
The British Government shall have:the rightitp pay off additional, amounts of the
principal of the bonds on any intercst date upon 90 days’ previous notice,, ..,
Interest i8 to be'piyable upon the unpaid'balanges at'the following rates, on' Décem-
ber'15 and June 15 of each year:  Three pet céht ‘somiannually] June'15, 1923, to De-
cember 15, 1932; inclusive; 33 per cent pemiannusglly, June 15, 1933, until final pay-!
ment. ey et Py v
For the first five years one-half the interest may be deférred and a(fdéci to the prin-
cipal, honds to be issued therefor similar to those of the original issus,
Any payment of intérést or of principal may be made in any United States Govern-
went honds issued since April 6, 1917, such, bonds o be taken at par and accryed

intercat.
Lot P i R T I Y I N T A
. /Fhis recommendation was transmitted to the President. on Ilebru-~

ary 3, 1923, and by him approved and transmitted to Congress in
his message to Congress of Kebruary 7, 1923, printed as House Docu-
men{ No. 554, Sixty-soventh Con rress, fourth sesgiop., . ;1 .., .

It is understood that the Bx:,itisﬁ\ cabinet, acting f?)r their: ,d;oﬁifn«
ment, has agreed to the foregoing proposed terms submitted, to them.
by the World War.Debt, Funding Commission; and; your committee
recommends the adoption of this amendment to the act.of February,
0, 1922, so that the negotintions under the proposal may be concluded
by the Government of the United States. o o

‘-
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.- Comimenting upon the ‘proposed sdttlement, the World War Debt
Commission istated: as: follows: .- .. CL e ad : .
“The cotimission beliovey tHat a Wettiément of tho Bitish debt to the United'Statés
on! thia;bas;g is fair and just to' both Govérninents; and that its ip’mmﬁt%do;)’tiéh will
make & :mast, impoitant;: contribution to! international; stability.. The: extension ‘of
Payment;bqtm(gtme:ngwm} and, interest, oyer @ long period will make for stability
in exchange and prom hon‘o commerce .betwéen_ the two countries. The payment
of principal has been established on a basis of positive installments of increasing vol-
umié;s firmly! establishing the prin xFle of repayment ‘of thie entire capital sufi. The
ymeont of interest has beexlx? éstab ;shoc} at the approximately normsl rateés payable
“s:ihlg'gorvve.u en 3 ‘t?\f' L) ‘o_x, SRR R ',r"‘;.' o .;.:f' NP R ST 1 ’;
. It has hot be{an Q]ﬁe%?yquht o ;tﬁnggmm%mqtthaﬁ it would be just to demand over
M i 3y N ‘? [ s [Xh) S AT Y] fig o elied v, SRR
a 16ng pbtiod the'high rate of iriterést natirally maintained dtiring the war and recon-
striiction|and that buch'an atterpt would deféatiout’ efforts at settlement. ~ Beyond
thia!the, commission: has felt that!the present difficuities of unemployment and'high
taxation in the United Kingdom should be met with smtablg:qqggidjgwti_qnzduting
the early years, and therefore the commission- considers it equitable and desirable
thdt s&&méht's‘féﬁhﬁ'g thé next'few’ years should be'made on si Easis ‘and with such
flekibility 'as: will: encourage econontic ‘recuperation riot only in the ‘countties’ immbo-
diately copcerned, but throughout the world! v .~ .. N S BT L
This settlement between the British Government and, the United States has' the
utmost significance. It is a business settlement fully preserving the inbe;;rity of the
obliggations, and it tepresénts the first' great stép in the readjustment df the inter-
governmental obligations'growing-out of the war, i © -~ - e
The President, in his message, declared: .*“In these observations I
miost' heartily approve,” and adds: ‘ PR e
mid-pwidespread, clamor, for the cancellation of, World Wat dehts, as & fancied but
o onbbution Tovast fegcgﬁa? A gr",hquimiw?fw,th‘e, Yands of debtor
nafiotis but insibtenit dmonk mArYy ‘of ditr oWh peoplé—the Btitish cothinission came to
make acknowledgment of the debt, to put fresh stamp of approval upon’ its'validity

4“%487‘9‘3\0})@ terms foraitgre ‘a)’,ﬂiel;?;,!ﬁsé r»'!t,-B:a‘, A5 :la ‘-»;Hf dt‘ l;‘ i
., At was manilest irom the peginning (hat Grea '.r‘.‘“‘i. 1 coujd nob undertain | o
sram ‘of i‘)?l) l‘?ﬂtq i‘c&?‘ Sl contorm to the limits . ,}Ptﬁrﬁt" e

ch'’
nt

rment which would confon the limitations of time and 1
Hich thé comhvission’ had’ beeh siithorized to’ grant. But 'hére was ‘s’ gréat natic
acknowledging: its obligations and seeking térms in which' it‘might repay.’ !So your
commisqiomptqceeded!to,ttnﬁptggpq in & business way for a fain and, jugt settlement,
Sych,a ettloment had, to take,into considerntion the approximately pormal interest
rates payable, as the' commission miggests, *‘by strong Governments over a lon term cl)j
years,” with a temporary interest rate ax’ré suitable optiohs adjusted to' the tf,‘égibn(ldi‘
I)roble‘uw of veadjuktment'and’ recuperation; * Your comuiission’ went so' far as it 'be-
égve.d-' the -Aén}gnct?ibe!fsgg o{lrﬁfzg lay t;wgul;_l‘ ]utqat;fy..t(;Exen;tglzix {the; Britith qu})t
S ! n‘l. lnoee"*s yll‘i !'na!ruc~l»o\ P it “aq‘ ] ‘.9’ l‘lo.l)s e b n .
Mtg‘lgupggiseipp' to the British Cabgpet was the f}r(_)pg:i}!o 1y,§§1r? cbmm?qsan agcgyteg:
and 1'bring it to'you, with the eartiést recommendation that'it bé giveni! so far aé'légis:
lative procedure will admit, ‘s .cordial ‘and: prompt dpproval, 1+ 0 i !
A transaction of such vast importance naturally has atiracted .widespread attention
and much of commendation, 1t is a very gratifying thing to note the press and public
have uttered substantially unanimous a&prqy,&l_. t means vastly more than the mere
funding and the ultimate dischatgé of the largest'international Joan ever contracted,
It is a recommitment of the Inglish-speaking world to the validity of contract; it is
in effect a plight against war and war expenditures and a rigid adherence to that pro-
du(;(t)ii:)ﬂn and retrenchment which enhances stability precisely as it discharges obli-
gat, PR T L P A TR PR T "‘, N ,,..‘: v f‘a' R
. 1t.can'not be unseemly to sa&r it, and it is too-important to be omitted, the failure of
the British undertaking would have spread political and economic discouragement
gxroughout tll:e wc}rlc{gmd unet?l rf:put iatéoixt \\l;ould h:;:d hkel{i followed in i’?} wake,
ut here iy kept faith-—willingly, kept, lot it be recorded-—and, & covenant of peace
o leel;s ef ;;*i\;g than it would ’yif jbmi&)rxti_gl} aﬁd‘Ameyicanﬁob;qq tiog to wigrp:gm
exprossl aglmed upoh,” It is's’ covenant of péace and recuperhtion, of respect and 'co-
operation:' 1t is a new. slement of financial and economic stibilization; when'the world
is eadly. needing a reminder of the ways of peace,, It is an examplé of encouragément
ang inspiration, when the world is staggering in discouragement and bowed with t%e,
sortows of wars that were and foars of wars which humanlty is praying may be avoided,

L]
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In the proposed settlement the amount due from the United King-
dom of Great Britain and Ireland under the terms of -the: Pittmah
Act amounting to $61,000,000 is omitted. It is expected that this
amount will be paid at a comparatively early date. This leaves the
principal to be refunded as of April-May, 1019, at $4,074,818,358.44.
: '{‘he ihodifications of existing law embodied in the proposed " legis-
ation are; : L e

1. Interest on the principal of the indebtedness up to December
15, 1922, is to be comﬂuted from April and May, 1919, at the rate of
4} per cent. This makes the amount of such imereat"aé29,§36,l'06;99;

2. The rate of interest on the bonds {0 be issued is fixed at 3 per
cent, payable semiannually from December 15, 1922, to December 15,
1932, inclusive, and at 34 per cent, payabie semisnnually thereafter
until final payment. ; o ‘ L

3. The term of the bonds is fixed at 62 years, with annual {pnymemt:
on the principal which will increase with due regularity during t
life of the bonds, the amount being $23,000,000 for the first year
and $175,000,000 in the last year. .

There are also four provisions included in the recommendation of
{ile commission which would seem to be authorized by the existing

W, . ) ) . D . S
' 1. Payments on installments of principal may be made in three
year periods; o N o
__2. The British Government shall have the right 'to pay off addi-
tional amounts of the principal of the bonds on any interest date,
upon 90 days previous notice; 3 -

3. For the first five years one-half the interest may he deferred
and added to the principal, bonds to be issued therefor similar to
those of the original issue; that is, bearing interest at.3 g‘er cent
up to December 15, 1932, and at 34 per cent thereafter; and -

4. Any payment of interest or principal may be made in United
States Governmert bonds issued after April 6, 1917, such bonds to
be taken a ,Ear and accrued interest. e

In order that the changes made by the bill from:the present law
may cle’arlg appear, the original text of the act of Febryary 9 1922,
is 'set out below, theb'ﬁropésed changes bein%dibamd, in stricken-
through ,‘tylﬁe and italics, the part struck through being omitted
from the bill, and the part in italics being new. matter not included
in the present law: o SR

[PusLic—No. 139—67TH CONGRESS.}-
{H. R. 8762.) . R
AN ACT To create s commission authorized under certain conditions to refund ‘or

convert obligations of foreign ‘Governments held by the United States bf America,

' Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That a World War Foreign
Debt Commission is hereby created consisiing of five members, one
of whom shall be the Secretary of the Treasury, who shall 'seive as
chairman, and four of whom shall be appointed by the President.
by and with the advice and consent of the Senate.
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- Sx0. 2. That, subject to the apgrovatd_f the ‘President, the com-
niission créated by section 1 is hereby authorized to tefund or convért,
dnd to extend the time of payment of the principal or the interest,
or both, of any obligation' of any foreigh Governrtent now held by
‘the United States of America, or any obligation of any foreigh Governs
ment' hereaftér received by the United States of Ametica (including
obligations ' held by theé Utdited States Gtdin Corporation,:the War
Department, the Navy Departthent; ot the Aierican Relief Admin-
istration), arising out of the World  War, into bonds or other obliga-
tions of such foreign Governiment in substitution for the bonds or
other:‘obligations: of such: Government tiow or hereafter held by the
United States of America, in such form and of such terms, conditions,
date or'dates:of maturity, and rate or rates of interest, and with such
security, if any, as shall be deemed for the best interests of the United
States of Atherica: vidod: iHg— : i

o]

anntm “ Provided, That the- settlement of indebtedness of the Umitéd
Kingdom of Gréat Britain -and Ireland to:the United States, retom-
ménded by ‘the commission and approved by the President,-as wet forth
by him in a messagé presented to Congress on February 7, 1923, as
contained in House Document Numbered 564, Sixty-seventh Congress,
fourth session, as follows:

S Piincipal bf noles to bé refunded. . ............. fremeenieeeen cee. 34,073,818, 358. 44

“.Inwpdaccrwd and unpasd up to Decomber 15, 1922, ul the rate of e

:(“‘mkwmg.--o-.o._q.i..d‘.“-¢-8-...o.o--.--.oqu-o.-o.o.--_-..~ 629,80’6,1“4”

o o 4,704,654, 468,48

“ Dodét payments made October 16, 1922, and November 15, 1922, o

with inlerest at 4} per centum thereon lo December 15, 19%8........ 100, 526, 579. 69

; ' - 4,604, 128, 085. 74

“Tobe patd sn cash. .cuoenencenmnnneiinnnniinn... eeeaieeenaan 4,128,085.74
““Total principal of indebtedness as of December 15, 1922, for
uMBﬁMG/ovemmembondsantobcim’udtothe

United States Governmentat par..........cceveveevennnn.. 4, 600, 000, 000. 00

“ The principal of the bonds shall be paid in annual installments on
a fixed scga':dule, subject to the right of the British Government to make
these payments in three-year %wda The amount of the first year’s
installment will* be 823,000, and these annual installments will
increase with due reqularity dw-irz the Uife of the bonds until, in the
sizty-second year, the amount of the installment will be $175,000,000, -
the e%«tc installments beiniaeﬁual to the tolal principal of the debt.

“%ﬂ ritish Government shall have the right to pay off additional
amounts of the principal of the bonds on any nierest date upon ninely
days’ previous notice. )

¢ Interest is to be Ipayabk upon the unpaid dalances at the following
rates, on December 16 and June 15 of each year: 8 per centum semi-
annually, June 15, 1928, to December 15, 1988, inclusive; 3} per centum
semiannually, June 15, 1938, untd final payment.

“ For the j’{rst Jive years one-half the interest may be deferred and added
to the principal, to be 1ssued therefor similar to those of the original
18sue.
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. Any payment of interest,or of principal may. mdo,mian‘y United
States Government bonds 1884e mwm pril .6, 1917 'such::bords to :be
taken at, pan and, gcerued interest,’hsn: herpby b‘yiprowdcmd  muthoribed,
and, settlements,, mmdar,. ul.not more ani. terms, | with . otker
gmmmemww the.. United; States, as. 8et forth in-thisiisection)
. {0, be, made, eubject: to. the approval of; the | Rresis
‘ dJurﬂw, That . wimn the bohd .or other. obligation! of
any.; such Government has ; been: refunded: ior -cohverted:: as: therein
proyided,  the ,authority ; of theé/ comumission over . such: refunded . or
converted hond. or,other obligation. shall. cease) 1 1. 41 0

SEQ; 3, That this. Act. shall net;be constried to: auth(mzéithe ox~
chgmge of. bonds, or, other obligations of any. foreign Governmentifor
those, of .any, other foreign Govemment, »or, cancellation- of hny part
of such indebtedness except through, paymenti thereof., ;11 1 710

.8EC. 4. That. the authority. .granted by this \Act- shall/ céase  and
;iﬁxstermmA e at. the end .of ' three years from, the date of the passhge of:

| AR ST Y
$no. b... Tbat the Mmual;report of tlus mmmlsslon shall be mcluded
in. the. Anrual, Report of the Secretary of the: Treasury: on-theistate
of the finances, ut #aid commisaion ;shall imniediately. transmit to
the Congress -capies of any. vefuniling\ reements ontered. into) with
the aYproval -of ithe Pregident) by each n Government: ﬁpon the
completion of the, authouby grsnted under is Act. T R SR

- Approved, February 9,:1922. ' it Crmeieon \». stk

Your committee believes that a further stahement shovgng \a
schedule of annual interest installments to:be - paid- b{) the: British
Government on refunding at-the rates provided 1n the bill, and:also
showing the annual principal instaliments, and the total annual pay-
ments Tor each year during the 62 years prowded for in the bill wall
be .of interest and value in the consideration of the same, and they,
therefore, append the following statement:
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Schedule of artmual
interest install- )
ments to be paid :
%g&t{shm c:\\; cheo}ule iot mlm;ml
rince a -
Principal. funding bonds | stallments to be | Total annual pay-
at rate of 3 per ments. - Year.
p paid on account :
gs;:;‘ for ﬂrstp‘l"e of principal.
cent until final
payment.
4,577,000, 000 $37/ 210000 3 000, 000 it 2
4,554,000, 000" 136 620, 000 000’ 009 e 3
4,530, 000,000 135,900, 000 23000’ 000 100, 500000 3
4,505,000, 000 135,150,000 23000000 100! 150,000 ;
4,450, 000,000 - 134, 400, 000 000,000 161”460/ 000 8
440000, 000 134, 400,000 27,000, 000 161, 400, 000 6
4,426,000, 000 - 132,780, 000 2% 000,000 100780000 | ]
4,398,000, 000 131, 840/000 23000, 000 190 540000 5
4,370,000,000 131, 100, 000 30 000,000 o0 200000 H
4,340,000, 000 151,900, 000 2300’ 000 183900000 1
41340,000, 000 161,900,000 33,000,000 £3,900, 000 11
4,276, 000, 000 149, 680, 000 35, 000,000 o 13
4,244,000, 000 148, 540, 000 - 32’ 000 000 180, 640" 000 i
4,212,000, 000 147, 420,000 ? 000! 000 164/820/000 i
4,175,000, 000 146, 125, 000 37000, 000 183" 1257000 o
4,138, 000, 000 144, 830, 000 37 000,000 - 181" 830”000 -
4,101, 000, 000 143, 535, 000 1 00 000 185, 595, 000 s
4,059, 000, 000 142,065,000 2000, 000 181005, 000 H
4,017,000, 000 - 140, 595, 000 12000 000 182’ 300 000 %
3,975, 000, 000 139, 125, 000 21000, 000 181" 195! 000 51
3, 933; 000, 000 137655, 000 42000 000 18055000 | o
3, 887,000,000 136, 045, 000 _ 100000 182 045 009 5
3, 841,000, 000 134, 435, 000 ' 000,000 150 45 000 H
341, 000,000 435,000 | 46,000, 000 180, 435, 000 23
3,795,000,000 : 51,000,000 183, 825, 000 25
3 144,000,000 , 51,000,000 - 182; 040, 000 - 2%
303,000,000 51,000, 000 180, 255, 000 27
3,042,000, 0. 53,000, 000 180, 470, 000 28
3,50,000,000 | 85, 000, 000 180, 615, 000 29
347,000,000 | : 80/ 000, 600 1o, 00, 00 2
3, 417,000,000 . 119, 505 &% 000, 000 1%, 595 000 b
313537000000 | 117,355,000 64 000 000 ot o 000 b
3, 289, 00U, 000, 115, 115, 000 M’Om’m 175! 1o oo b
3/ 225, 000, 000" 112,875, 000 000000 170 o0 bt
3225, 00000 112,875,000 67, 000, 000 170, 875, 000 35
3,088, 000, 000" 108, 080, 000 72000’ 000 150: 020’ 000 2
3,016, 000, 000 105, 560, 000 2 000, 000 179 2000000 o
010,000,000 | 105,560,000 74, 000, 000 179, 560, 000 as
2,042 C00, 000 102,970,000 78, 000, 000 150, 970, 000 39
2,786, ooo;%* : 97, 510, 000 & 000,000 156: 210, 000 a
27,000,000 g,610,00 | 83, 000, 000 180, 510, 000 41
2,700, 00,000 4,605,000 85, 600, 000 179, 605, 000 2
2,529, 000, 000 88, 516, 000 04,000,000 2 015" 000 h
2 52,000, 00 88,510,00 94, 000, 000 182, 515, 000 4
2,339, 000, 000 81, 805, 000 00, 00,000 181’ 60, 000 b
2, 239, 000, 000 78,365,000 " | 102 000, 00 1o oo’ o h
3,229,000, 00 78,365, 00 105, 000, 000 183, 365, 000 47
2,184,000/ 000. 74,000,000 110, 000, 000 184, 690, 000 48
2,20000,000 10,840,000 114,000,000 184, 840, 000 49
1310, 0,000 , 850,000 119, 000, 600 185, 850, 000 50
1,791, 000,000 02,085, 000 123, 000, 000 185, 685, 000 51
L 608,000, 000 88,350,000 127,000, 000 185, 380, (00 32
L, 41,000, 00 5, 5,000 132, 000, 000 185, 035, 000 © 5
L 405,00, 000 8,315,000 135, 000, 000 185, 315, 000 54
1,273, 000,000 44,055,000 141, 000, 000 185, 555, 000 85
132,000, 000 3,020,000 146, 000, 000 © 185, 020} 000 50
983, bt 00 ”,%g,% 151, 000, 000 184, 510, (00 67
358,000, 00 2,225,000 156,000, 000 18, 225, 000 58
619,000,000 23, 765, 00 162, 000, 000 185, 705, 000 9
?gojmoiooo 12,250, 000 ;%,mmg,ow 188‘61' 20, 00 o
5; 000, 000 , , 000, 158 000
£ 000, 6, 125, 000 175, 000, 000 181, 125, 000 §§
6, 505, 965, 000 4, 600, 000, 000 11, 105, 965, 000




