Calendar No.279.
67rr ‘CoNaRESS, | ' SENATE. REpr. 264,
18t Session. } { ‘Part 1.

REFUNDING OF OBLIGATIONS OF FOREIGN
GOVERNMENTS.

——

_ Avausr 19 (calendar day, Aucust 20), 1921.—Ordered to be printed.

Mr. PENBOSE; from the Committee on Finance, submitted ‘the
following -

REPORT.

[To:-accompany S, 2135.]

The Committee on Finance, to whom was referred the bill (S. 2135)
to enable the refunding of obligations of foreign Governments owin
to the United States of America, and for other purposes, having ha
the bill under consideration, reports favorably thereon with an
amendment, and, as amended, recommends that the bill do pass.

The amendment provides that the authority granted in this bill
shall cease and determine at the end of five years from the date of
its approval,

THE BILL.

>~ The bill gives the Secretary of the Treasury, with the approval of
the President, broad authority ‘to refund or convert, and to extend
the time of payment of ‘the principal or the interest, or both, of any
obligation  of any‘ifpreign“goVernment now owing to the United
States, ‘or ‘any Vobligation of any foreign- Government hereafter re-
ceived by the %nite ‘States (including obligations held by the United
States’ Grain Corplordtion) arising out of ‘the European war, into
bonds or other obligations ‘of such, or of any other foreign Govern-
ment, and to receive bonds and obligations of any foreign Govern-
gmer‘lt; in substitution for those now or hereafter held by the United .
States. ’ .

The bill provides that the obligations received under its provisions
shall be 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 Ke deemed by the Secretary of the Treasury, with the approval
of the President, for the best interests of the United States.

The bill also authorizes the Secretary of the Treasury, with the
approval of the President, to adjust and settle any and all claims, not



2  REFUNDING OF OBLIGATIONS OF FOREIGN GOVEBNMEN'fé.

now represented by bonds or obligations, which the United States now
has or hereafter may have against any foreign Governmeont and to
accept securities therefor.

FOREIGN OBLIGATIONS.

The Treasury holds $10,141,267,5685.68 of obligations of foreign

o

Governments, distributed as follows:

Obligations of foreign Governinents: _
1Teld for advances made under the various Liberty bond acts.. $9,435,225, 329. 24
Received from the Secretary of War and from the Secretary of

the Navy on account of sale of surplus war materials....... 565, 048, 413. 80
Held by the United States Grain COIK)oraﬁ-ion ................. 56, 899, 879. 09
Reccived from the American Relief Administration.......... 84,093, 963. b5

TOtBL. . ettt et 10, 141, 267, 585. 68

The interest accrued and unpaid up to and including the last in-
terest period upon the obligations of foreign Governments and so-
called governments held by the United States amounts to $943,-
534,755.99, and the amount of interest heretofore paid on such
obligations is $465,271,688.92. (See Appendix A for obligations of
foreign Governments and interest on such obligations, paid, and
accrued ard unpaid.) '

THE PURPOSE OF THE BILL.

The purpose of the bill is to give the Secretary of the Treasury,
with the approval of the ‘President, ample power to enable him,
when the condition of each debtor country shall have been definitely
ascertained, and the claims of all parties. interested shall have been
presented, to deal with the situation, promptly and broadly.in such
a way as will, in his judgment, best protect the interests of the
United States and secure the payment of the principal and interest
of the debts now owing to it. o

It is the opinion of your committee that the representatives of the
-United States should have equally as broad powers as the repre-
sentatives of any other country, in order that they may be able to
demand and accept such form of payment and security as may be
found to be obtainable, and that the provisions of existing law are
too limited to afford a satisfactory basis for the complicated refunding
operations involved. For further statements relative to the neces-
sity for this legislation see the letter of the Secretary of the Treasury
to the President in Appendix B, and the excerpt from the statement
of the Secretary of the Treasury to the Committee on Finance in
Ap’Fendix D.

~This bill gives no authority to cancel any part of the indebtedness
of any foreign Government to the United States.

ACCEPTANCE OF- OBLIGATIONS OF COUNTRIES OTHER THAN THE
C DEBTOR COUNTRIES.

The bill gives the Secretary of the Treasury, with the approval of
the President, power to accept the obligations of countries other
than the debtor countries. There has been some discussion con-
cerning the intention or thought on the part of the Secretary of the
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Treasury of accepbin% obligations other than those of the debtor
country, particularly German bonds. In the letter of the Secretary,
Appendix C, it is clearly stated that the Secretary of the Treasury
does not intend to accept obligations other than those of the debtor
country in the case of the principal debtor countries which owe the
United States in the aggregate, without accrued interest, over
$9,000,000,000; and as to the other debtor countries that it is not
his intention to accept any German bonds unless it becomes necessary
or desirable to do 80 in some now unforeseen special cases.

This bill provides for the refunding or conversion of the debts
owing to the United States by Czechoslovakia, Greece, Rumania,
Russia, Serbia, Poland, and othor countries. These countries also
owe large amounts to countries other than the United States. Their
resources and their ability to pay differ widely, and the conditions
that will have to be dealt with can not be foreseen. It may be, in
the case of some of these countries, that the Secretary of the Treas-
ury, with the approval of the President, may deem 1t advisable to
accept obligations other than those of the debtor country in settle-
ment of their debts to the United States.

COMMITMENTS OF THE UNITED STATES IN CONNECTION WITH
REFUNDING. --

The Secretary of the Treasury is of the opinion, in which your
committee concurs, that in the case of the princi;ial foreign Govern-
ments receiving advances from the proceeds of Libert %)onds, the
United States 1s committed (1) to the postponement of the interest
for two or three gears (over two years of which have elapsed) and
also to the spreading over subsequent years of the payment of the
postponed int(i:rest' installments, and (2) not to charge interest on
the postponed interest at least during the two or three years period.
However, this obligation is contingent upon the foreign Government
concerned carrying out with reasonable promptness a satisfactory
funding of its short-time obligations held by the United States, after
the United States shall be ready to proceed with such negotiations.

The situation in connection with commitments is covered fully
by the letter of the Secretary of the Treasury, Appendix C.

CONOLUSION.

The indebtedness of the foreign countries to the United States
actually exists, and it is necessary that some one be authorized
promptly to deal with the situation it presents. After careful con-
sideration your committee approves the proposed bill, as amended,
as affording the best and most practicable method of handling the
matter.
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APPBENDIX A,

REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

The following tables show the obligations of foreign Governments, and so-called
governments, held by the United States:

TaBLE 1.—Amount of obligations of foreign Governments held by the Treasury for advances
/ made under the various Liberty bond acts. /f

Subsequent Present :
Country. Fibrzgklggtr t¥ | Liberty bond Tgtoaﬂ(} ‘my lnto.trest Maturity.
. . . rate.

Belgium $35,000,000.00 | $312,001, 506,23 | $347,001,506.28 | * °™% | Demana d

plgitm. . ...... 66, 23 ) emand or overdue
Cubd...........feeee.. eeeneerans 910%1500.‘3‘ 9, 025; 500 00" b Do.
Ctechoslovakia. .|...... veimegiiases 61, 250, 208; 74 61, 256, 206, 74 5 Do.
France. ....... 850,000, 000.00°| 2,300, 762,935, 10 | 2,960,762, 938. 19 g Do.
Great Hritain....| 1,155,000,000,00 { 3,011, 318,358:44/]: 4166, 318,358, 44 5 Do.
Areecs..o..oeeeeereeeinccissanns 15, 000, 000, 00, , 000, 000, 00 5 Do.
Ttaly. . onenenoni|"175,000,000.00°| 1,473,084, 060,90"| 1,648, 034,060, 90 5 Do.
Liberia....cocveeeeeninniinnennins S 28,000, 00 . 26,000, 5 Do.
Rumanis. ooooooi i 23,2060810.52 | 23,2060 819,52 5 Do.
Russls........- 97,500,000000'|  90,20.750.00 | 187,729,750, 00: 4 Do.
Serbia. . .ommne.. 1500,000.00 |  24,675,139.23 | - 26,175, 139. 22 5 Po.

Total..... 1 2,114,000, 000. 00 | 7,321, 225,320, 24 |9, 435, 225,329, 24

! Advances up to Sept. 24, 1917,

TaBLE 2.—O0bligations received from the Secretary of War and from the Secretary of the
Navy on account of sale of surplus war materials.

Country.

Czechoslovakia.....oceeeveeen.

Esthonia......coe00eeeeen

cense

................

................

Rumania....c.eeceveeescnncans

Russ
Serbs

i8........
»

...............

Croats, and Slovenes ...

Total. .ccoeearcinannnnnts

Princlpal Dat
R . Date of. Date of Interest
Im‘ﬁ‘:' Total. obligation. maﬁurity. rate.
el ) il oo | Percent,
$19, 000,000:00}. ............... Apri 10,1019 | Apr.i10,1022 | -: 5
8,392,0%.67' bveieeeaananee Aug.. 51919 | Aug. . 5,1%%_ 5
196,483.57 |1, . eiveienns.. ‘Aug. 21,1919 | Aug.’ 21,1023 | 5
i §27, 688, 581, 14 L chr e b g s
5,000,000.00 l.....cievnnnnn.. May 29,1919 | June 30,1922 5
5, 000,000/ 00 .] Julie- 15,1919 | June 30, 1923 I3
4,903,994, 94 |. Aug.. 10,1919 | June. 30,1 . 5
2, 464, 950. 38 Oct. 14,1919 | Oct. " 14,1922'1 5
1, 291, 903, 85 .| Feb;:10,1029:| Jan. 28,1023 |+ 5
1,062, 145,37 ‘May 1,1920 | June 30,1925 5
5, 000, 009, 00 June .-6,1018 | June: 30,1922 °
5, 000, 000. 00 . June 11,1919 | June 30,1923 5
2,213,377. 88 "‘i""\éif';;'}ﬁ'éé' ,June: 201919 | June 30,1934 | 5
— T iy &1, - . < s ijes
400, 000,000, 90 | 400,000,000, 00 | Aug. 1,1919 | ‘Aug. 1,1929 5
2,521, 809:32 |, . 2,521, 868,32 | Jurie 28,1919 '| June 30,1922 5
4,159,401.06.| 4,150,491, 96 |..... do.......|.. voidoil..... 5
ig,mo,ooo;gg ; Jux‘x?i 3,1919 gune &2), ;&2 5
! 01 civaedQg sl 6. 3 5
}gj%ﬁ%}oog' . ‘me*g,igig f;m 80,1924 5
. y y U RS !; y ¥ ]s000Q000....s b
7,%,838:27 July 31,1919°].....do.....,: b
. 5,698,867, 7 | oct 119019 {'Oct. - 1;1928}: 5
_3,,94,1,?)&,6&; ceneseasaosee..| OOt 15,1010 1 Oct. 15,1025 5
2,266,700, 66 a3 ‘Apr. 22,1020 | Mar. 27,1936 5
" iz el g 20.26:) ;¢ gt g )
5,000,000,00 |.-orvererrrn.. June 27,1919 | Juhe 30,1022 | 5
5,000,000.00 |.......covvvninifonnen do....... June 30,1923 |:- 5
2,922,675, 42 |- .ouvnnnnn... Aug. 13,1919 | June 30,1924 5
- 12,922,075, 42
406, 082, 30 403,082.30 | Aug. 8,1919 | June 30,1922 5
5, 000, 000, 00 June 13,1019 |..... do....... 6
5,000, 000, 00 Aug, 30,1019 | June 30,1023 [
10, 000, 000, 00 v.e.odo.......| June 30,1924 6
60, 350. 28 Dec. 20,1019 |..... do....... 5
281, 205, 51 Apr. 16,1920 | Apr. 15,1624 6
4,048, 485, 20 ..| Apr. 29,1920 | June 30,1925 5
24, 978,020, 99
teecessessaesn..| 685,048,413.80
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~TAnu 8.--Obligativhs veceived dy the: Treaury from thr' American: Relisf Adwinistration.:

Priniéipal
smount
payable,

Country.

Total.

- Date of
obligation.

Date of
maturity.

Tnterest
rate,

Armenis.i:.............. PR
Czechoslovakia................
Esthonia..
Finland...

....................

....................

-----------

euleeven

07" .Juiy

Total............ cevannes .

Juns 30,1919

“Xn .do........

June 0, 1919
i 1]

June 30,
June 30,
June 30,

11, 1919
.e...do

8, 281, 0281 _

| 3,610, 417, June 30,1019 |.....do......
822, 138, eenidoaiildo. go

sessnsinencsssesfores.d0n. N O Oueererne

crvechrvenarans 1§ RN d .} June 30,1922

June 30,
June 30,

1,1919

: Per cent.
1921
1923
1921

1923
1921

G ROTAAGY kOt

TasLe 4.—Obligations held by the United States Grain Corporation.

1% Ly
g

Country. b,
pe 3

Total.

Dste of
obligation,

Date of
maturity.

Intevest
rate.:

s o»

288

ARRARE

Egsngd

-

EEg

gt

IS

ATIIONS. .eueneereenrsneannnas]  $783,733.40
472, 533. 00

666, 190. 00

748, 725. 00;

129, 405, 00

949, 665, 11

- 181,253, 83;

AUSEEB. . evneeenrnneenannnn. 064, 708, 92
Czechoslovakia......... vessans 2&3%,2&8.25
HUDZAEY . . ..evenernnnnnnannn.| 1,685, 83561
Polard. . veeeeernnurneennnnnnnn 682, 147. 50
e

o1 078, 80"

106

»

m.

Ko

g
=

A5E3E
SRERES

i )
Joavsrerneeneannf July

B

seensesssvsssans
sevmeervie

saeeccese

tseviasusacavove}”

tesvsscsaserrase

essssnreseravsen
sevs
sesersrevas
Jilneidnssnsuson
Jasevenebreranosel
Jeeveraenocnsacis]
essesessisereinal’
Jeossssasannseacs

Jocesrsnncnsecese

Cesacevnasnasane

anseen

.} Jan,
Jan.

Anbemearanoee

.....

o

Total....ccunreinnnnnnin

teevsessssiunnes

3

Nov. 2,101
Nov, g,' 101
Deo.

May
‘LiunG

July - 13, 1920

“Jung 30,

10,1019°|.7 0"
ik
1920

.do.

17,180 |.... do..
14,1090 | Jan! 21,
| Jan. 1,

Jei..:do..
.. June”
fsee..do.,

+3 LRl il
feenns .

g :
sawes

e Q.
ceses
BN« . ZO8

srses -

1seesdo..

: f!'”“’
14,1920

eees Q0.
eess-Q0..

somwe

Oueerncne

veesd@0...ss

venssQ0...

weeodoo.

Hises.doon

ceess@0eccanes

sseveny

Per ceni,
1021

1926
1925

‘e

sesee

svea
desen
susee
ssvea

ssese

2 o0 0.
svees

GRANAANRNARARNAANNRCOTARRIBIOR TRENONOR

evins

Tantz 5.—Total obligations of foreign Governments held by the Treasury and. Uiited
States Grain Corporation, z‘njt'c{cst accrued thereon and unpatd, and intérest that has

been paid into.the Treasury.

Amoust of obliga-
tions.

Interest due and
unpaid.

Interest paid,

Slass,
X
Liberty bond acts......ocovviiiannnnnnes
rellef........ ererenanaa tersscstsacasanas

‘War Department L....... Ceeeceissenesanes
Navy {2 TP siresusansacane sesssan
United States Grain Corporation..

esssscsrssannas

922, 550, 143, 22
%168, 687, 29
10, %39, 130. 39

ssasr0ssss0ness .o

1, 896, 796,09

.........

TOtAl. . .ouciresencnsenciarcstcarcnncansoncne

10, 141, 267, 585. 68

943, 534, 755. 99

468,271,688, 92

1 Combined in letter as obligations received from Secretary of War and Secretary of the Navy amounting

10 $505,048,413.80,
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TaBLe 6,—Statement shousng obligations of foreign Governments and so-called govern-
ments held by the United States, snterest accrued abd u;‘cpaid thereon, up to and nclud-
ing the last interest period, and interest heretofore paid on such obfi'gam'om.

Totercst acoruod Interest
iR 0 Total debt to e
Country. Total obligations. am‘ig?é:&ﬁg United States. he;ﬁ:{gfne
period,
Armena. .. $11, 959, 917, 49 $1,000,868.67 | 12,060,786, 16
Austria. . RN 24, 055, 708. 92 721,671, 27 24, 777, 380. 19
&e{)glum. CUNTn 375,280, 14 .% 34, 007, 409, 62 40, ggg, gg;l; e
d 14 P CAL. A PO seserae 2 W,
Czechoslovakia. .. . ... ... 91, 179, 528. 72 8, 126, 166, 24 99, 304, 69306 |
Esthonia................... 13, 999, 145,00 | 1, 389, 668, 37: 15, 388, 813 97
land 8, 281, 926:17. 598, 339, 79 ) 380, 205, 06 .
France 3, 350, 762, 938.19 284, 148, 863,64 | 3,634,011,801, 83| 139, 570,376, 13
Great Britain 4,166, 318, 318, 44 407,303,283.03'| 4, 5;12, oL 642,37 |- 245, 557, 186, 5
recce ) OA'.) I PO, pesvsvecnsse . . 30
Hungary 1, 685, 836,61/ """ 50, 575. 07 1,736,410,68 |......... eene .
Italy..... 1, 648, 034, 050, 90 161,078, 880.80 | 1,809, 112, 931.70 | 57, 598, §52.62
Hgglla : 5,132 281, (1)3 385, 062. 62 b, 519, 249, 60 126, 200, 19
rig. .o '« W : 3 W89} .
Lithuania o 4,981, 628,03 498, 162, 80 5,479,790. 83 | cseenarn.s .o
Poland 135, 661, 660, 58 0,837, 443,36 | 145,499, 10394 | ""1,260, 620,78
Rumania 36, 198) 404, 04 3,477,534,09 |, 39, 606, 029, 03 263, 313,74
RUSSIA .« eoeo oo 192, 601, 297. 37 26, 120, 560, 18 218,721,857, 65 | 4,842, 534.33
Serblf...onemnno 51, 153, 160. 21 4,778,797.79 | 55,931, 958.00 636, 059, 14
Total.......cuen..... 10, 141, 267, 585, 68 043, 634,755. 99 | 11,084, 802,341.67 | 465, 271, 688, 92

APPENDIX B.

Letter of the President inclosing a letter of the Secretary of the Treasury relative
to refunding the foreign obligations owing to the United States, o ‘
Tue Warre Housge,
N .. .- Washinglon, June 22, 1921,
My DeAr SENATOR: I am inclosing to you heréwith a copy of a letter which I have
received from the Secretary of the Treasury relatinig;to;the obligations of foreign Gov-
ernments to the United States which arose out of the World War and our (s)articipation
therein. The statement is a comprehensive one, showing the detailed obligations
which are owing to the United States, and the Secrétary points out the urgent necessity
of broad powers granted by the Congress for the arrangement for the refunding or con-
version or extension of the time of payment of principal and interest on these obliga-
tions, and the adjustment of other claims of the United States against foreign Govern-
ments. : . ; ‘
_All the circumstances au%gest the grant of broad powers to the Secretary of the
Treasury to handle this problem in such a manner as hest to protect the interests of our
Government. o . . R
1 hope your committee and the Congress-will find it consistent promptly to sanction
such an sct as that which is suggested by the inclosed draft. If the Congress will
promptly sanction such & grant of authority, the Secretary of the Treasury may proceed
to the prompt exercise of the powers granted to him, and we reasonably may expect a
satisfactory handling of the obligations due and the claims of our Government which
are awaiting settlement. o , ' ' I
Sincerely, yours,

WarReN G. HArbiNG,

Hon. Boies PENROSE, _
Committee on Finance, United States Senate,
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TREASURY DEPARTMENT,
y o Washington, June 21. 1921,
. My Dear MR, PresipeNT: T desire to call to your attention the situation respect~
ing the matter of the refunding of the debt of foreign Governments to the United
States arising out of the European war.
This debt 88 now Held, summarized, is as followe:

Obligations for advances made under the various Liberty bond

acts........... e $9, 435, 225, 329, 24
Obligations received from the American relief administration. ... 84, 093, 963. 55
Obligations received irom the Secretary of War and from the

Secretary of the Navy on account of the sales of surplus war

materialg. ............... R i, 565, 048, 413. 80
Obligations held by the United States Grain Corporation........ 56, 899, 879. 09
1017 ) N 10, 141, 267, 685. 68

Annexed hereto are statements showin\‘g in detail the obligations above referred to,
iving, as to each class, the amount owing by each country and, in the case of loans
rom the proceeds of Liberty loan bonds, tie amount thereof loaned from the proceeds

of the first Liberty loan bonds and the amount from subsequent Liberty loan honds.!

From this statement it will be seen that the obligations in respect.of Yoans. from the
proceeds of Liberty bonds are. all demand or overdue obligations, while the other
classes referred to mature at various dates, beginning June 30, 1921, and exiending
to August 1, 1929. The obligations mentioned as being held by the United States
Grain Corporation were received by that corporation from foreign Governments on
account of the sale of flour under the act of March 30, 1920, As they may at any time
be turned into the United States Treasury, and some of them mature on }, une 30 next,
they are included here, so that they may be dealt with along with other ke obligations.

From the statement it will also be scen that the obligations of the various classes
named are lazgoly owing by the same debtors; that is to say, this Government in the
refunding of the various classes of these obligations will to a considerable extent have
to deal with the same Governments. . . o e e

1 am advised that, except as to the advances made out of the proceeds of Liberty loan
bonds, this department is without authority to consent to any extension of the time for
payment of the principal or of the interest of these obligations or to proceed with the
refunding - thiereof. . As to the advances made out of the proceeds of Liberty loan
bonds, the existing authority contains such diverse provisions as to intercst rates, the
maturity, and other terms of the refunding bonds that may be accepted by the depart-
ment as makes it diflicult to formulate a plan whereby the interests of this Govern-
ment may-be.as well protected and the bonds to be received be in as desirable form
a8 would ‘be the case if the entire debt of each country could he dealt with as a whole
and free from such restrictions.

In som: cases the debtor nations owe large amounts to other countries as well as to
the United States, and it may be advisable, and in some cases indeed necessary, to con-
sider comprehensively the entire debt of such countries, its financial condition and
resources, 8o as to work out a refunding plan reasonably within the ability of such
country to carry out. . v ;

In the case of some of the debtor countries it is impossible for them to make payment
of their obligdtions as they now mature. It is impossible for some of them to make
payment of the maturing interest. To insist on payment might be disastrous to the
peoples of such countries; and hesides there may have to be given consideration to
the bearing of the adverse foreign exchange rates existing at tho timo against these
debtor.countries and which may make it desirable to defer payment of interest.

Under the circumstance I have briefly referred to, it is, I think, clear that by
reason of the lack of any authority as to a part of these foreign obligations and the
restrictions upon the existing authority as to the others, it is impossible in any refund-
ing, under the varying conditions that exist, to deal fairly with the debtor countries
and at the same time protect the interests of this country. Mo do this, it is essential
that the department have full authority as to all such foroign indebtedness to deter-
mine tho form and terms of the settlements and of the refunding obligations, the rate
or rates of interest, the maturity dates, and the right to extend the tune for the pay-
ment of interest on the indebtedness to be refunded. It is also of importance that the
department should have adequate authority to adjust and settle claims against foreign
Governments, which are not in the form of bonds or obligations, as, for example, the
claim for costs of our military forces of occupation.

) The statemeut referred to will be found as ‘I'able 1-4, inclusive, of Appendix A.
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1 haveihad prepared a draft of an act of Congress {0 accomplish the purpose stated
and should you trapsmit this communication to Congress shall be glad to appear before
the lp;t)ﬂrgpmte committees relative to the situation and the neceeeity for tge authority
requested. .

Faithfully, yours, T
A, W, MELLON, Secretary.. .
The PrRESIDENT, ‘

The White House,

ArpENDIX O,

Letter of the Secretary of the Treasury advising the Committee on Finance of the
extent to which he regards the United States bound by negotiations and correspond-
ence between the United States and foreign countries:

THE SEORETARY Or THE TREASURY,
. Washington, July 26, 1921,
Hon. Boies PENROBE,
Chairman Commdttee on Finance,
United States Senate. ,

My DeAr SenATon: Complying with your request in behalf of the:Finance Com-

mittee that I put in writing my understanding as to the obligations; if any, on the
- part of this‘Government in connection with the funding of foreign loans and the
postponement of payment of interest thereon; I beg to advise you as follows:

1. In view of the action of my predecessors I am of the opinion that as to the principal :
foreign governments receiving advatnces from the proceeds of Liberty bonds, this
Goévernment is committed to the postponement of the interest for two or three years
(over two years of which have already elapsed) and to the spreading oversubsequent .
years the payment of the postponed interest installments; but that this-obligation
18 contingent upon such forefgu‘ government carrying out with reasonable promptness,
after this Government is ready to proceed, a satisfactory funding of its existing short-
time obligations to this country. As to the compounding of interest, Secretary
Houston, 1n his annual report to Oongrese for .the -year 1920, clearly shows that it was
not contemplated that interest should be charged on the postponed interest, at least:
during the two or three year period.” However, I 1egard the dates suggested by
Secretary Houston in’ his annual report for the payment of this deferred interest as-
merely. tentative and not & binding commitment. . : -.

In view of the public announcement on this subject made by Secremrg Glasa, -
communicated as 1t was to the’foréign' governments, reported to Congress:by- both-
Secretary (Glass and Secretary Houston, ar')‘d‘a.m;ulesced‘ n for more than two years,:
I thinktédgood faith and fair dealing obligate this Government to the extent'I have
indicated. ’ LT A

1 do not consider that any obligations exist on the part of this Government by reason
of anything taking place in the negotiations conducted by Mr. Rathbone with the:
representatives of the British Government, to which reference has been made in the-
hearings before your commitiee. - ) L

2. During the gqace conference in Paris the representatives of Gréat Britain, France,
and the United Ntates agreed'to recommend: totheir respective Governments 1o take
in satisfdaction of their advances madeto‘Bélgium prior to'November 11; 1918; Gérman
reparation bonds out of a special issue of 'bedrer bonds maturing May:1, 1926;-to be
made under the tieaty of Versaillés, and thia recommendation. was :communicated to
the Senate by theé President on Fébrusry 22,1921, Noaction hasheen taken thereon.:

Subsequently the

hsequé _;gf,iﬁﬁpﬂ ‘Eruropeari‘powers and Germany, in fixing the amount
of the indemnity’to'be paid by Gérmany, and: the bonds to be'issued in connéction
therewith; provided for an issue of what ﬁe’deﬁégﬁgtéd_w Series A bonds which should:
include the bearer bonds above mentioned. 16ther what has been-done will make.
this matter-a subjéct for further consideration' I can rot now say.: - -
3,1 would liké to av..il myself of?the"‘préaent“bfpbrt\;nity;poaclm,zupd.mtterr
about which'‘there’ seéms to’ be 'some misapprélietidion; and that is:as:to the.power:
iven by the act' to actépt bonds of some'c ilnt?K~*othHr}vthn- théidebtor country.
0 far tia'concemns the p O(gl;)pal‘debWt powers; which together.owd us (without accrued.
interest) over $9,000,000,000; there is no intention or thought of accepting mg:yment
bonds other than those of the debtor country, The suthdrity now ‘askéd, however;:
covers debts owing to- us: by ' Czechoslovakia, Greece, Rumania, Rusmas,. Serbis,
Poland, and a large number of other countries.  These countries also owe large amounts
- to the other countries. Their resources and their ability to pay differ widely and the
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conditions which will have to be dealt with can not now be fore«:en. The situation
which confronts the Treasury is exceedingly complex and to deal properly with it the
Treasury must have ample powers to enable it, when the condition of each debtor
country has been definitely ascertained and the claims of all parties interested have
been presented, to deal with the situation broadly in such a way as will, in its judg-
ment, best protect the interests of this country and secure the payment of the principal
and interest of the debts now owing to it. The representatives of this Government
should have equally as broad powers as the representatives of any other country, so as
to be able to demand and accept our share of whatever form of payment and security
ma’;ly be found to be obtainable in any case.
o accomplish this and to cover all contingencies it was deemed necessary that the

act should take the broad form in which it was presented to your committec.

In the present existing conditions I would urge the importance of the passage of this
legislation at the earliest practicable date. : ,

Sincerely, yours,

A. W, MELLON, Secretary.

AprENDIX D,

Excerpt from the statement of the Secretary of the Treasury to the Committee on
Finance relative to the necessity for the proposed legislation. .

The request for authority to deel with the debtor nations relating to their obliga-
tions is necessary to the Treasury Department. The department is without authority
to consent to any extension of the time for payment of principal and interest of the
debts of a number of the debtor nations, and in the case of those where the debts
arose from advances out of the proceeds of Liberty loan bonds the authority is, to a
large extent, restricted. Without the broad authority provided in the act submitted
to you, it would be difficult, and in some cases impossible, to proceed and procure the
new securities in a form that will protect the interests of the Government. The
reasons for asking the broad authority which wil] cover any contingencies that may
arise in the negotiations is that it is essential to have the new securities in the most
substantial form, so that they may be available to this Government for any future
use. It is essential that the authority be complete, so that no question may arise in
the future respecting their legality.

In the case of some of the debtor countries it is impossible for them to make pay-
ment of their obligations as they now mature. It is impossible for some of them to
make payment of the maturing interest. To insist upon payment might be disas-
trous to the mles of such countries; and, besides, consideration may have to he
given to the ing of the adverse foreign exchange rates existing at the time against
these debtor countries, and which may make it desirable to defer payment of interest.

It is of the utmost importance that the department shall have adequate authority
relati.nﬁito these claims so that the negotiations may proceed and the adjustments
and refunding be accomplished in a sound and businesslike manner. The problem
is one that has grown out of the war. The authority asked, while it may appear
broad, is no more than actually is needed. The United States is a creditor nation
to the extent of over $10,000,000,000. This great asset must be dealt with by the
Government, and if the power be granted to the Secretary of the Treasury it will be
used to serve the best interests of the Government and of the people,

@)
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Mr. LA ForLLETTE, from the Cornmittee on Finance, submitted the
following

MINORITY REPORT.

[To accompany 8. 2135.]

The undersigned members of the Committee on Finance are unable
to approve the report made by a majority of the members of that
committee accompanying the bill S. 2135 for the following reasons:

This is a bill to give the Secretary of the Treasury blanket powers
to dispose of $11,000,000,000 of the obligations of foreigxifG%Vem-
ments to the United States arising out of loans made to these Gov-
ernments from the proceeds of the sale of Liberty bonds to the people
of the United States. 4

In all the history of this Nation no such sweeping powers have ever
been demanded by or granted to any official in time of peace. Iven
in time of war, when there was a disposition to grant almost unlimited
authority to the Executive, Congress, in originally authorizing these
loans, specifically and in detail provided that the only obligations of
foreign Governments which should be accepted by tKe Secretary of
the ’%ﬁga's_ur‘y should be those ‘‘bearing the same rate of interest and
containing in their essentials the same terms and conditions as those
of the United States issued under authority of this act.” There was
added the further proviso that “if any of the bonds of the United
States issued and used for the purchiase of such foreign obligations
shall thereafter be converted into other bonds of the %lnited States
bearing a higher rate of interest,” the rate of interest upon such
foreign obligations should likewise be increased. Without such spe-
cific and detailed provisions it is doubtful if it would have been pos-
sible to induce the people of the United States to pour out their
treasure without stint for the support of those foreign naticns with
whom we were associated in the Great War. ‘
~ Under this bill the Secretary of the Treasury now asks that Con-
gress confer upon him the power to convert any of the obligations
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now held into obligations of any other form or of any rate of interest
or dates of maturity which-he may deem advisable. He asks'that
he be authorized to exchange obligations now held' by him for ‘obli-
gations of countries other than the ori.%'nal"debtors, ‘should he deem
that course advisable. Under the authority requested he would be
emg‘owe'red to permit England or France to substitute German bonds
or Turkish bonds or the unsecured and unguaranteed obligations of
any of the newly created Balkan States. The-Secretary of the
Treasury not only asks:for authorization:to refund the demand obli-
ﬁations now held by the United States but also requests the extraor-

inary power ‘“‘to adjust and setftle any and all claims, not now
represented by bonds or obligations, which the United States of
America now has or hereafter may have agxg,inst any foreign Govern-
ment and to accept securities therefor.”” The Secretary is unwilling
that his power should be restricted even by the provision'that in the
event of the substitution of the bonds of one nation for those of
another the debtor nation should be required to guarantee the substi-
tuted bonds. Under the terms of the bill as reported to-the Senate,
the Secretary of the Treasury will be empowered to make any bargain
he wants to make, accept any bonds he wants to accept, defer any
debts or interest he wants to defer, and bind or by substitution
release any debtor nation at his own will- and pleasure. The sole
obligation” which the majority of the committee have sought to
impose upon him is that the negotiations'shall be completed within
the period of five years. The Secretary of the Treasury will thus
become,.if the bill passes, the.absolute, dictator of the:disposition of
$11,000,000,000—a sum ten times. greater than the entire national
%gbt of the United States at the time of our entrance into the Great

ar. , _ o

‘No man has ever lived who should be.intrusted with such s gigan-
tic responsibility. We are amazed :that any man would see¢k to
wield such enormous powers without submitting his acts for the
approval of the elected representatives of the people. No man
sﬁould ever be given such untrammeled .control over the finances of
this ‘country and the destinies of other nations. .

Such plenary powers should not be. granted by Congress to an
executive official even if the only questions involved were the mere
technical adjustments of the terms of a financial settlement.

The unlimited and: absolute authority sought to be conferred upon
the Secretary of the Treasury runs with the office and might be
exercised by a successor to the present Secretary wholly unknown
uninformed, and inexperienced in public finance.and international
intrigue. E | |

The inevitable result of the bestowal of such complete power and
-authority will be to weaken the hands of the Secrétary of the Treasury
in his negotiations with other Governments. If the representatives
of foreign nations understand that any settlement which is made by
the Secretarg of the Treasury must run the gauntlet of copgrgsglonal
.criticism and ratification, they will-be less likely to propose to the
Secretary of the Treasury terms of settlement which it would be
embarrassing for him to submit for congressional approval. If, how-
ever, they see in him the sole and final judge and .arbiter of the terms
of settlement, they.are not-likely to spare either importunity or in-
t:f'i%ule) ‘to secure an adjustment which will relieve them of their burden
of debt. ‘
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 Knowingly:and déliberately, the Secretary of the Treasury would
.undoubtédly: néver consent.for-a momentito any arrangement not.in
‘his own.country’s-interest. - Nevertheless; if this blanket power be
conferved upon: him, -the legislative arm of the United States Gov-
-emmenti will have given notice -to .the :world that it has abdicated
iits .control -over..this important .subject. The debtor. countries will
itheni be.aware, and: doubtless conn%labenﬂy, aware; that they have
:ome branch ofithe exeeutive:arm of the.Government, with which alone
to dealiand :using all the artifices. which .the wit of hard-pressed
financial; officers can devise, they will ply that one department. with
:appeal:and-excude, with. argument,:threat, and cajolery, presented
in every form and subject to every delay that the skilled negotiator
«eaninvest;iwith the one object of preventing satisfactory settlement
-of ithisi guestion: . R -
.~Hurthermaore; ;the. official documents which have- passed, between
the United States-and . the ‘debtor nations, the most important, of
<which have mot yet been made public, demonstrate that,the negotia-
tions contemplated:by:this act are not concerned merely with.tech-
.nical inancial adjustments, but involve questions of foreign relations
.ofsuch delicacy thatin the words of Austen Chamberlain,chancellorof
ithe exchéquer of Great Britain, they raise ¢ questions of igreat impor--
~tance unsuited .for departmental treatment between our two treasu-
ries:’i :Negotiations between Great Britain and the United States were
amc'm'dinﬁlyftgkenicomplebely out, of the hands of the Treasury offi-
~cials of the two natiens; and were:made the subject.of direct-commu-
‘nications;;betweén ‘Premier Lloyd George and President. Wilson.
In:the:letter;of :the :British prime minister to the President of the
‘United States, dated August-5, 1920, an extract;from: which has been
printed in /the Congressional Record; the British' premier proposes
the.caneellation:of -the entire indebtedness. It is true that President
Wilson rejected this proposal for cancellation, but this doesnot offset
the-fact ithat the "tBritis%w prime minister has: served formal notice
that his Government would press for the reduction or cancellation
iof-interallied indebtedness. ‘The Senate hss.only;a portion of :this
Jetter, and :can only infer:the considerations which-may have been
‘presented: in :the’ omitted sections. Nevertheless, in-the portion
which has been printed, the British premier makes this unequivo-
«cal:statement: ‘ ~ L ,

“When the’ British’ Government decidedthat it conld not deal with the question
-of-théidebts owed to it by its allies except as part and parceliof: an all-around arranie-
-mentof interallied debts, the.chancellor!of the exchequer told Mr., Rathbone that he
-¢ould not proceed any further with the negotiations which they, had been conducting
[fogether with regard to the postponement of the paymeut of interest on the funding
iof Gréat' Britain’d'debts to-America. ' Ishould Tike to'make'it‘plain’ that thisis due to
fo et sk gttt kSt byl
1 N no nge N 13 . ) ‘Wih WOl plt -y )
pierylied,syupgemeut, which may. bortgached in tho future. 1 somo weihod can
iié’_ found for funding the’y’Bﬁtishfds;;bt vhich’ does not prejudice the larger question,
"théfﬁﬁtibﬁ*(’:o\‘egnmeht would be:glad to fall in-with it. T S
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. This ultimatum of the British Government, inyélving “ the larger
qugsmn%ﬁﬁy Regotiations which may be carried on, still stands
And, we,stbmit, earries the entire transaction out.'of i}Izhefﬁ_eld which
;under, the Com L’,tiit;gn}bf. ‘the United States can be intrugted to’the
Secratary, of 3?6 Treagury, or even tothe President himself, without
congressional approyal of .any settlements which may be mdde.
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For years, possibly a century, Congress will be raising revenue to
meet the ‘obligations which were intended to be: discharged from the
proceeds of these foreign loans. By this sweeping piece of legislation
this Congress, the Sixty-seventh, 1mposes a constraint upon every
succeeding Congress for many years to come in respect to the raisi
of revenue for the meeting of fiscal charges. It may be questione
whether, even if it be conceded that this delegation of power is not
Krdhibited by the strict letter of the Constitution, a measure of this

ind will not constitute a precedent repugnant to the spirit.of the
Constitution, which may easily develop in the course of yedrs into a
complete surrender of the legislative branch of the Government to
the executive. _ y , ‘

This bill should not be enacted. The Secretary of the Treasury
has not shown that sufficient ground exists for demanding such extra-
‘ordinary ;igwers. He has, on the:contrary, disclosed a state of con-
fusion in his department as to the status of these obligations. -He
has failed to indicate & knowledge of the course that the negotiations
have taken in the past and the hiﬁhly significant -efforts that have
been made to involve them in political negotiations. He has' not
justified the extraordinary jurisdiction over the settlement of claims,
“which, in defiance of many statutory regulations already ‘on -our
books, he secks to annex. He has shown that his department is
officially unaware of the financial condition of the debtor nations, of
the purposes for which their revenues are now being spent, of the
manner in which they are preparing to meet their obligations. - The
record of the cotrespondence already had:with the debtor nations
upon the subject of these loans, even if hastily examined, indicates
a disingenuousness and evasiveness on the part of some of the' foreitﬁ‘n
negotiators which may well warrant the suspicion that their only
‘intention is to draw the subject out until of its own tenuousness our
hold upon them evaporates. : S .

The committee: could get no information as to-the future:policy
of the Treasury. It is frankly admitted that it has none.' Yet it'is
significant to note that the Treasury has very determined and fixed
views on these points, viz, that its negotiations shall be secret,
without congressional knowiedge or approval, and that its authority
shall be absolute and final. L

No reason is seen why the present authority of the Treasury
Department is not adequate for such purposes as.the Secretary has
declared he has in mmg No reason is seen why he can not proceed
to frame an agreement of a detailed and definite character onthe

‘basis of such authorization as the law now gives him, or, if he ‘finds
that legislative permission must be sought before one or another
deal in a comprehensive conversion plan could be carried out, then

come to'Congress and frankly ask for:'the authorization..

& .

.Disabled veterans have been subjected to'so many . checks and
paper records and other forms of scrutiny as. if we had, conferred a
.great favor on them in permitting them to go to war for us and were
now being obliged tp’gﬁa’v",t':a] more cir¢umspect and’cautious atti-
tude inmgis,tributing' our largesse. Yet we propose to give to the
Secretary .of the Treasury the power to dispose of g sum greater Uy
many millions of dollars than the aggrégate of all the momey that
has been at issue between all the veterans of the late war'and the
Federal Government on any account whatsoever, = o
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The Secretary of the Treasury, under the Liberty loan acts, now
has authority, and, in fact, is legally required, to fund the demand
obligations of these foreign Governments into bonds which will bear
the same rate of interest and other terms af the Liberty bonds which
our own hold. If the Secretary of the Treasury seeks for broader
powers, it must necessarily be to accept from foreign Governments
obligations less advantageous to the United States than the terms
of our Liberty bonds. e do not believe that the American people
are willing to permit the refundinﬁ of these loans upon any less
advantageous terms than those of the bonds which they themselves
hold, nor do we believe that they will ever give their consent to such
refunding until after every effort has been made to secure the refund-
ing of forcign obligations upon those terms. Even then it will be
necessary, in order to satisfy the American people, that there be a
plain and unequivocal statement which will convince them of the
necessity of making such a readjustment.

The bill, as amended, should not pass because of the great burden
which an unwise settlement will inevitsbly place on a people already
hard pressed, and because of the danger to which it will expose our
foreign and domestic peace.

The Congress of the United States has already demonstrated that
it is not disposed to hamper the Executive in the exercise of any of its
legitimate functions, but it should not be asked to abdicate its funda-
mental prerogative of controlling the financial affairs of the Govern-
ment.

Let the Secretary of the Treasury seck, therefore, to refund these
foreign obligations upon the terms provided in the Liberty loan acts.
In the meantime, let the situation remain as it is with these demand
obligations in their present form, until our Government-shall have
sufficiently crystallized its policy to know exactly to what use they
can best be put. If, in the course of his negotiations, the Secretary
of the Treasury finds that he needs a larger authority of definite
character, he can be certain of receiving cordial attention and coopera-
ti:m from Congress, if he will come and ask reasonable, businesslike
things.

Respectfully submitted.
RoBErT M. LA FOLLETTE.
ANDRIEUS A. JONES.
JAMES A. REED.
FurNniroLp M. SiMMoNs.
PeTER G. GERRY.

Davip 1. WaLss.
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