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RETURN OF ALIEN PROPERTY

SATURDAY, JANUARY 8, 1937

UNITED STATES SENATE,
ComMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call of the chairman, at 10 o’clock
a. m., in Room 312, Senate Office Building, Senator Reed Smoot
presiding. :

Present: Senators Smoot (chairman), McLean, Curtis, Watson,
Reed of Pennsylvania. Wadsworth, Shortridge, Edge, Jones, Har-
rison, King, Bayard, and George.

Present also: Representatives Mills, of New York, and Garner
of Texas; Undersecretary of the Treasury Winston.

(The committee had under consideration H. R. 15009, which is
here printed in full, as follows:)

[H. R. 15009, Sixty-ninth Congress, second session}

AN ACT To provide for the settlement of certain claims of American nationals against
Germany and of German nationals against the United States, for the ultimate return of
all property of German natiomals held by the Alien Property Custodian, and for the
equitable apportionment among all claimants of certain avallable funds

Be it enacted by the Senate and House of Representaitves of the United
States of Ameriea in Congress assembled. That this act may be clted as the
* Settlement of war claims aet of 1927."

DECLARATION OF POLICY

Sec. 2. In pursuance of established American doctrine, it is hereby declared
that the claims of nationals of the United States against Germany, as deter-
mined by the Mixed Claims Commission, United States and Germany, shall
be settled by the ultimate payment in full by Germany; that all property of
German nationals held by the Alien Property Custodian as security for the
payment of such claims of nationnls of the United States against Germany
shail ultimately be returned, together with the accrued interest and other
earnings thereon; that the claims of German nationals against the United States
for reasonable compensation for certain of their ships, radfo stations, and
patents taken or used by the United States shall be adjudicated and the
amounts determined to be due shall ultimately be paid in full,

CLAIMS OF NATIONALS OF THE UNITED S8TATES AGAINST GERMANY

Sec. 3. (1) The Secretary of State shall, from time te time, certify to the
Secretary of the Treasury the award of the Mixed Claims Commission, United
States and Germany. established in pursuance of the agreement of August 10,
1922, between the United States and Germany (referred to in this act as the
“Mixed Claims Commission”). ,

(b) The Secretary of the Treasury is authorized and directed to pay an
amount equal to the principal of each award so certified. plus the interest
thereon, at the vate fixed in the award, aceruing before January 1, 1927,

(¢) The Secretary of the Treasury is authorized and directed to pay an-
nually (as nearly as may be) simple interest, at the rate of 5 per centumn per
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2 RETURN OF ALIEN PROPERTY

annum, upop the amounts payable under subdivision (b) and remaining unpuid,
beginning January 1, 1927, until paid.

(d) The payments authorized by subdivision (b) or (¢) shall be made
in accordance with such regulations as the Secretary of the Treasury may pre-
seribe, but only out of the special deposit account created by section 5, within
the lmitations hereinatter prescribed, and in the order of priority provided
in subdivision (e¢) of section 5. ’

(e) There shall be deducted from the amount of each payment, as reim-
bursement for the expenses incurred by the United States in respect thereof,
an amount equal to one-half of 1 per centum thereof. In computing the
amounts payable under subdivision (¢) of section § the faet that such dedue-
tion is required to be made from the payment when computed or that such
deduction has heen made from prior payments, shail be disregnrded,

(€) The amounts awarded to the United States in respect of cluims of the

United States shall not be payable under this section.
. (&) No payment shall be made under thix xection unless applicat'on therefor
is made, within two years after the date of the enactment of thiy act, in
accordance with such vegulations as the Secvetary of the Treasury may pre-
seribe.  Payment shall be made only to the person on behalf of whom the
award was made, except that—

(1) If such person is deceared or i under a legal disability, payment shall
be made to his legal representative, except that if the payment s not over
$500 it may be made to the persons found by the Sceretary of the Treasury
to he entitled therveto. without the necessity of compliance with the require-
ments of law n respect of the administration of estates;

(2) In the case of a partnership, association, or corporation, the existence
of which has been terminated, payment shall be made, except as provided in
puaragraphs (3) and (4), to the person found by the Secretary of the Treasury
to be entitled thereto;

(3) If a receiver or trustee for any such person has been duly appointed
by a court in the United States and haus not been discharged prior to the date
of payment, payment shall be made to the receiver or trustee or in accordance
with the order of the court; and

(4) In the case of an assignment of ap award, or in assignment (prior to the
making of the award) of the claim in respect of which the award was made,
by a recelver or trustee for any such person, duly appointed by a court in the
United States, such payment shall be made to the assignee,

(h) Nothing in this section shall be construed as the assumption of a lia-
bility by the United States for the payment of the awards of the Mixed Claims
Comunission, nor shall any payment under this section be construed as the
satisfaction, in whole or in puart, of uny of such awards, or as extinguishing
or diminishing the liability of Germany for the satisfaction in full of such
awards, but shall be considered only as an advance by the United States until
all the payments from Germany in satisfaction of the awards have heen
vecelved. Upon any payment under this section of an amount in respect of
an award, the rights in respect of the award and of the claim in respect of
which the award was made shall be held to have been assigned pro tanto
to the United States, to he enforced by and on bhehalf of the United States
against Germany, in the same manner and to the same extent as such vights
wotlld be enforced on behalf of the American national. .

(1) Any person who makes application for payment under this section shal
he held to have consented to all the provisions of this act.

CLAIMS OF GERMAN NATIONALS AGAINST UNITED STATES

Sece, 4. () There shall be a German claims arbiter (hereinufter referved
to as the * Arbiter ™), who shall be appointed by the President, at a salary
to be fixed by the President not in excess of $15000 a year; or any ofiicer
or agent of the United States may be designated by the I'resident as arvbiter.
Auny officer or agent so designated shall receive as arbiter, notwithstanding any
other provision of law, a salary to be tixed by the President in an amount,
if any, which when added to any other salary will make hix total salary
from the United States not in excess of $15,000 a year.

(b) It shall be the duty of the arbiter, within the limitations hereinafter
presceribed, to hear the claims of any German national (a8 herelnafter defined),
and to determine the fair compensation to be pald by the United States, in
respect of—
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(1) Any merchant vessel ¢(including any equipment, appurtenances, and
property contained therein), title to which was taken by or on behalf of the
United States under the authority of the joint resolution of May 12, 1917
(Fortieth Statutes, page 756). Such compensation shall be the fair value,
as nearly .as may be determined, of such vessel to the owner immediately
prior to the time exclusive possession was taken under the authority of such
joint resolution, und in its condition at such time, taking into consideration
the fact that suchi owner could not use or permit the use of such vessel, or
charter or sell or otherwise dispose of such vessel for use or delivery, prior
to the terminution of the war, and that the war was not terminated until July
2. 1921, except that there shall be deducted from such value any consideration
paid for such vessel by the United States.

(2) Any radio station (including any equipment, appurtenances, and prop-
erty contained therein) which was sold to the United States by or under
the direction of the Alien Property Custodian under authority of the trad-
ing with the enemy aect, or any amendment thereto. Such compensation
shall be the fair value, as nearly as may be determined. which such radio
station would have had on July 2, 1921, if returned to the owner on such
date in the same condition as on the date on which it was seized by or on
behalf of the United States, or on which it was conveyed or delivered to, or
selzed by, the Alien Property Custodian, whichever date is earlier, except
that there shall be deducted from such value any consideration paid for such
radio station by the United States.

(3) Any patent (or any right therein or claim thereto, and including an
application thercfor and any patent issued pursuant to any such application)
which was licensed. assigned, or sold by the Alien Property Custodian to the
United States. Such compensation shall be the amount, as nearly asy may be
determined, which would have been paid if such patent, right, claim, or appli-
cation had been licensed, assigned, or sold to the United States by a citizen
of the United States, except that there shall be deducted fromm such amount
any consideration paid therefor by the United States (other than consideration
which is returned to the United States under section 27 of the trading with
the enemy act, as amended).

(4) The use by or for the United States of any invention described in and
covered by any patent (including an application therefor and any patent issued
pursuant to any such application) which was conveyed, transferred, or assigned
to, or seized by, the Alien Property Custodian, but not including any use during
any period between April 6, 1917, and November 11, 1918, both dates inclusive,
or on or after the date on which such patent was licensed, assigned, or sold
by the Alien Property Custodian, In determining such compensation, any de-
fense, general or special, available to a defendant in an action for infringement
or in any suit in equity for relief aga:nst an alleged infringement, shall be
available to the United States. .

(¢) The proceedings of the arbiter shall be conducted in accordance with
such rules of procedure as he may prescribe. The arbiter, or any referee
designated by him, is authorized to administer oaths, to hold hearings at such
places within or without the United States as the urbiter deems necessary, and
to coutract for the reporting of such bhearings. Any witness appearing for
the United States before the arbiter or any such referee at any place within
or without the United States may be puid the sume fees and mileage as wit-
nesses in courts of the United States. Such payments shall be made out of
any funds in the special deposit account hereinafter provided for and may
be made in advance.

{(d) The arbiter may, from time to time, and shall, upon the determination
by him of the fair compensation in respect of all such vessels, radio stations,
and patents, make a tentative award to each claimant of the fair compensation
to be pald in respect of his claim, including simple interest, at the rate of
§ per centum per annum, on the amount of such compensation from July 2,
1921, to January 1, 1927,

(¢) The total amount to be awarded under this section shall not exceed
$100,000,000, minus the sum of (1) the expenditures in carrying out the pro-
visions of this.section (including a reasonable estimate for such expenditures
to be incurred prior to the expiration of the term of office of the arbiter), and
(2) the aggregdte consideration paid by the United States in respect of the
acquisition of such vessels and radio stations, and the use, license, assignment,
and sale of such patents (other than cousideration which is returned to the
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4 REETURN OF ALIEN PROPERTY

Uniteged?tateq under section 27 of the trading with the enemy act, as
amen . .
(£) If the aggregate amount of the tentative awards exceeds the amount
which may be awarded under subdivision (e), the arbiter shall reduce pro
rata the amount of each tentative award. The arbiter shall enter.an award
of the amount to be paid such claimant, and thereupon shall certify such
awards to the Secretary of the Treasury. :
- (g) The Secretary of the Treasury is authorized and, directed to pay the
amount of the awards certified under subdivision (f).

(h) The Secretary of the Treasury is authorized and directed to pay an-
nually (as nearly as may be) simple Interest, at the rate of 4 per centum,
upon the amount of any such award remaining unpaid, beginning January 1,
1927, until paid.

(1)« The payments authorized by subdivision (g), (h), or (s) shall be
made in accordance with such regulations as the Secretary of the Treasury
may prescribe, but only out of the special deposit account created by section
5, within the limitations hereinafter prescribed, and in the order of priority
provided in subdivisions (¢) and (d) of section b.

(J) The Secretary of the Treasury shall not pay any amount in -respect
of any award made in respect of any claim by or on behalf of the German
Government or any member of the former ruling family, but the amount of
any such award shall be credited upon the final payment due the United
States from the German Government for the purpose of satisfying the awards
of the Mixed Claims Commission.

(k) No payment shall be made under this section unless application therefor
is made within two years after the date the award is certifled, in accordance
with such regulations as the Secretary of the Treasury may prescribe. Pay-
ment of any amount in respect of any award may be made, in the discretion
of the Secretary of the Treasury, in money of the United States or in lawful
German money, and shall be made only to the person on behalt of whom the
award was made, except that—

(1) If such person is deceased or is under a legal disability. payment shall
be made to his legal representative, except that if the payment is not over
$500 it may be made to the persons found by the Seceretary of the Treasury
to be entitled thereto, without the necessity of complinnce with the require-
ments of law in respect of the administration of estates;

(2) In the case of a partnership, association, or corporation, the existence of
which has been terminated, payment shall be made, except as provided in para-
graphs (3) and (4), to the person who, in the opinion of the Secretary of
the Treasury, is entitled thereto;

(8) If a receiver or trustee for any such person has been duly appointed
by a court of competent jurisdiction and has not heen discharged prior to
the date ot payment, payment shall be made to the receiver or trustee or in
accordance with the order of the court; and

(4) In the case of an assignment of an award, or of an assignment (prior
to the making of the award) of the claim ia respect of which such awavd
was made, by a receiver or trustee for any such person, duly appointed by a
court of competent jurisdiction, payment shall be made to the assignee.

(1) The head of any executive department, independent establishment or
agency in the executive branch of the Government, including the Alien Prop-
erty Custodian and the Comptroller General, shall, upon request of the arbiter,
furnish such records, documents, papers, correspondence, and information in
the possession of such department or independent establishment as may assist
the arbiter, furnish him statements and assistance of the same character as
is described in section 188 of the Revised Statutes, and may temporarily
detail any officers or employees of such department or independent establish-
ment to assist the arbiter, or to act as a referee, in carrying out the provisions
of this section. The Attorney General shall assign such officers and employees
of the Department of Justice as may be necessary to represent the United
States in the proceedings under this section.

(m) The arbiter, with the approval of the Secretary of the Treasury, is
authorized to (1) appoint and fix the salaries of such officers, referees. and
employees, without regard to the clvil service laws and regulations or to the
classification act of 1923, and (2) make such expenditures (including expendi-
tures for rent and personal services at the seat of government and elsewhere,
law books, periodicals, books of reference, and printing and binding), as may
be necessary for carrying out the provisions of this section and within the
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RETURN OF ALIEN PROPERTY

funds available therefor. Any -officer or employee detailed or assigned under
subdivision (1) shall be entitled to receive (motwithstanding any provision of
law to the contrary) such additional compensation as the arbiter, with the
approval of the Secretary of the Treasury, may prescribe. The arbiter and
officers and employees appointed. detailed, or assigned shall be entitled to
receive thelr necessary traveling expenses and actual expenses incurred Zor
subsistence (without r.zard to any limitations imposed by law) while away
from the District of Columbia on business renquired by this section.

(n) On the date on which the awards are certified to the Secretary of the
Treasury under subgivision (f). or the date on which the tentative awards
are certified to the Secretary of State under subdivision (t), whichever date
is later, the terms of office of the arbiter, and of the officers and employees
appointed by the arbiter, shall expire, and the books, papers, records, corre-
spondence, property, and equipment of the office shall be transferred to the
Department of the Treasury.

(o) No award or tentative award shall be made by the arbiter in respect
of any claim if (1) such claim is filed after the expiration of four months from
the date on which the arbiter takes office, or (2) any judgment or decree
awarding compensation or damages in respect thereof has been rendered
against the United States, and if such judgment or decree has become final
(whether before or after the enactment of this act), or (8) any suit or proceed-
ing against the United States, or any agency thereof, is commenced or is pend-
ing in respect thereof and is not dismissed upon motion of the person by or on
behalf of whom it was commenced, made before the expiration of six months
from the date on which the arbiter takes office and before any indgment or
decree awarding compensation or damages becomes final,

(p) There is hereby authorized to be appropriated, to be immediately avail-
able and to remain available until expended, the sum of $50,000,000, and,
after the date on which the awards of the arbiter are certified to the Sec-
retary of the Treasury, such additional amounts as, when added to the amounts
previously appropriated, will be. equivalent to the aggregate amount of such
awards plus the amounts necessary for the expenditures authorized by sub-
divisions (¢) and (m) of this section, except that the aggregate of such appro-
priations sh+ll not exceed $100,000,000.

(q) The provisions of this section shall constitute the exclusive method for
the presentation and payment of claims arising out of any of the acts by or on
behalf of the United States for which this section provides a remedy. Any
person who flles any claim or makes application for any payment under this
section shall be held to have consented to all the provisions of this act.

(r) If the aggregate amount to be awarded in respect of any vessel, radio
station, or patent is awarded in respect of two or more claims, such amounts
shall be apportioned among such claims by the arbiter as he determines to be
just and equitable and as the iaterests of the cla:mants may appear.

(s) The Secretary of the Treasury, upon the certification of any of the
tentative awards made under subdivision (d) and the recommendation of the
arbiter, may make such pro rata payments in respect of such tentative awards
as he deems advisable, but the aggregate of such payments shall not exceed

$25,000,000.

(t) It shall be the duty of the arbiter to hear and determine the claims of
any Austrian or Hungarian national (as hereinafter defined), for fair compen-
sation in respect of the same classes of property, and of the same acts by or
on behalf of the United States, and under the same conditions and subject
to the same rules, as in the case of claims of a German national, except that
the provisions of subdivisions (e) and (q) shall not be applicable, and except
that the duties of the arbiter under this subdivision shall terminate when he
has made and transmitted to the Secretary of State a tentative award to each
claimant of the fair compensation in respeet of his claim, including simple
interest, at the rate of 5 per centum per annum, on the amount of such compen-
sation, from July 2, 1921, to January 1, 1927. Such tentative awards shall be
filed in the records of the State Department and preserved to await such further
action as the Congress may take in respect thereof. Nothing in this act shall
be construed as, the recognition of any liability on the part of the United
States for the payment of such tentative awards, nor as authorizing any appro-
priation or the use of any appropriation or of any funds in the special deposit
account created by section 5, or of any other funds, for the payment of any such
tentative award or ¢f a claim In respect of which such an award is made.

28623—27——2
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6 RETURN OF ALIEN PROPERTY *

FUNDS AVAILABLE FOR PAYMENT

Sec. 8. (a) There is hereby created in the Treasury a speclal deposit aceoung,
into .which shall be deposited all funds hereinafter specified and from which
shall be disbursed ail payments authorized by section 3 or 4, inciuding ihe
expenditures authorized under subdivisions (¢) and (m) of section 4 and
subdivision (e) of this section.

(b) The Secretury of the Treasury is authorued and directed to deposit
in the special deposit account-—

(1) All sums invested or transferred by the Alien I'roperty Custodian,
under the provistons of section 25 of the trading with the enemy act. as
amended ;

(2) The amounts appropriated under the authority of section 4;

(3% All money (Including the proceeds of any proverty, rights, or benefits
which may be sold or otherwlse disposed of, upon such terms as he may pre-
seribe) received, whether before or after the enactment of this act, by the
United States in respect of claims of the United Stutes aguinst Germany on
account of the awards of the Mixed Claims Commission,

(¢) The Secretary of the Treasury is authorized and directed, ont of the
funds in the upeclnl deposit account, subject to the provisions of subdivision
(d), and in the following order of priority—

(1) To make the payments of expenses of administration authorized by
subdivisions (¢) and (m) of section 4 of subdivision (e) of this section;

(2) To make so much of each payment (in respect of an award of the
Mixed Clalms Commission) authorvized by subdivision (b) of section 3, as is
attributable te an award on account of death or personal injury, together with
interest thereon as provided in subdivision (c¢) of section 3;

(3) To make each payment (in respect of an award of the Mixed Claims
Commisston) authorized by subdivision (b) of section 3, if the amount thereof
is not payable under paragraph (2) of this %nbdivislon and does not exceed
$100,000, together with interest thereon as provided in subdivision (¢) of
section 3;

(4) To pay the amount of $100,090 in respect of each payment authovized
by subdivision (b) of section 3, if the amount of such authorized payment is
in excess of $100,000 and is not payable in full under paragraph (2) of this
subdivision ;

(6) To make additional payments (tn respect of awards of the Mixed
Claims Commission) authorized by subdivision (b) of sectlon 3, in such
amounts as will make the aggregate payments under this paragraph arnd para-
graphs (2), (3), and (4) of this subdivision equal to 80 per centum of the
aggregate amount of all payments authorized by subdivision (b) of section 3.
Payments under this paragraph shall be prorated on the hasis of the amount
of the respective payments authorized by subdivision (b) of section 3 and
remaining unpaid;

(6) To pay (whether or not the payments under paragraphs (1) to (),
inclusive, have been completed) to German nationals, out of the funds available
tuader the provisions of subdivision (d) of this section, amounts determined
by the Secretary of the Treasury to be payable in respect of the tentative
awards of the Arbiter, in accordance with the provlslons of subdivision (s)
of section 4;

(7) To pay to German nationnls such amounts as will make the aggregate
payments equal to 50 per centum of the amounts awarded uncer section 4

(8) To pay accrued interest upon the participating certificates evidencing
the amounts invested by the Alien Property Custodian under subsection (a)
of section 25 of the trading with the enemy act, as amended ;

(9) To pay the accrued interest payable under subdivision (c) of section
3 and subdivision (h) of section 4;

(10) To make such payments as are necessary (A) to repay the amounts
invested by the Allen Property Custodian under subsection (a) of section 25
of .the trading with the enemy act, as amended, (B) to pay amounts equal
to the difference between the aggregate payments (in respect of claims of
German nationgls) authorized by subdivisions (g) and (h) of section 4,
and the amounts previously paid in respect thereof, and (C) to pay amounts
equal to the difference between the aggregate payments (in respect of awards
of the Mixed Claims Commission) authorized by subdivisions (b) and (¢)
of section 8, and the amounts previously paid in respect thereof. If funds
available are not sufficient to make the total payments authorized by this

.
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RETURN OF ALIEN PROPERTY 9

paragraph, the amount of payments made from time to time shall be appor-
tioned among the payments authorized under clauses (A), (B), and ((?)
according to the aggregate amount remaining unpaid under each clnuse;

(11) To make such payments as are necessary to repay the anount invested
by the Alien Property Custodinn under subsection (b) of section 25 of the
trading with the enemy act, as amended; but the amount payable under this
paragraph shall not exceed the aggregate amount allocated to the trusts
deseribed in subsection (¢) of seetion 26 of such act;

(12) To pay into the Treasury as miscellaneous receipts the amount of the
awirds of the Mixed Claims Commission to the United States, on its own
behalf, on account of claims of the United States against Germany; and

(13) To pay into the Treasury as miscellnneous receipts any funds remain-
ing in the special depoxit account after the payments authorized by paragraphs
(13 to (12) have been completed.

(d) 850 per centuin of the amounts approprianted under the authority of
section 4 shall, aotwithstanding the provisions of subdivision (¢) of this
section, be availuble &t all times for the payment of the awards to German
nationals under section 4. including payments in respect of tentative awards,
ind shall be available only for such payments until such time ax 50 per centin
of the amounts awarded under section 4 have been paid.

(¢) 'The Necretary of the Treasury is authorized to pay, from funds in the
spectal deposit account, such amounts, not in excess of $25,000 per annum, as
may be necessary for the payment of the expenses in carrvying out the pro-
visjons of this section, und sections 26 and 20 of the trading with the enemy
act, as amended, including personal services at the seat of Govermmnent.

(t) The Secretary of the Treasury is authorvized to invest and reinvest,
from time to time, in bonds, notes, or certificates of indebtedness of the United
States any of the funds in the speclal deposit account, and to deposit to the
credit of such account the interest or other earnings theveon.

FINALTY OF DECISIONS .

See. 6, (n) Notwithstanding the provisfons of section 236 of the Revised
Statutes, as amended, the decisions of the Secretary of the Treasury in respect
of the funds to be paid into the special deposit account and of the payments
therefrom, shall be final and conclusive, and shall not be subject to review hy
any other officer of the United Ntates, except that payment made under au-
thority of subdivision (¢) or (m) of section 4 or subdivision (¢) of section §
shall be accounted for and settled without regard to the provisions of this
subdivision.

(b) The Becretary of the Treasury, in his annual report to the Congress,
shall include a detatled statement of all expenditures made in enrrying out the
provisions of this act, .

EXCESSIVE ATTORNEYS' PELS PROHIBITED

SEC. 7. (2) The arvbiter and the commissioner of the Mixed Claims Com-
mission appointed by the United States, respectively, are authorized to tix rea-
sonable fees for servicex in connection with the proceedings before the arbitey
und the Mixed Claims Commission and the application for payment, and the
payment of, any amount under section 3 or 4.

(b) Any person accepting any consideration (whether or not under a contract
or agreement entered into prior to the enactment of this act) the aggregate
value of which is in excess of the amount so fixed, for services in connection
with the proceedings before the arbiter or Mixed Claims Commission, or with
the application for payment or thie payment of any amount under sections 3 or 4,
shall, upon conviction thereof, he punished by a fine equal to four times the
ageregate value of the consideration accepted by such person therefor,

(¢) Section 20 of the trading with the enemy act, ax amended, s amended
by inserting after the word * attorney ” wherever it appears in such section
the words “at law or in fact.,”

INVESTMENT OF FUNDS BY ALIEN PROFERTY CUSTODIAN

Srce. 8. The trading with the enemy act, as amended, is amended by adding

thereto the following new section:
“ Sec, 20. (u) The AMen Property Custodian is authorized and dirvected to
invest, from time to time, in one or mcre participating certificates issued by

it

SRR - o iR

e



8 RETURN OF ALIEN PROPERTY '

the Secretary of the Treasury in accordance with the provisious of this section,
the smounts‘the return of which is temporarily postponed, in accordance with
the provisions of subsection (m) of section 9 of the trading with the enemy act,
as amended,

“ (b) The Alien Property Custodian is authorized and directed to invest,
in one or more participuting certiticates issued by the Saeretary of the Treasury,
out of the unallocated interest tuud, as defined in section 28—

* (1) The sum of $25.000,000. If, after the alloeation under section 26 hus
been made, the mmount of the unallocated interest fund allocated to the trusts
described in subsection (¢) of such section is found to bhe in excess of
$20,000,000, such excess shall be invested by the Alien Property Custodian
in accordance with the provisions of this subsection, If the amount so atlocuted
is found to be less than $25,000,000 any participating certiticute or certiticates
that. have been issued shall be corrected accordingly; and

“(2) The balance of such unallocated interest fund remaining after the
investment provided for in paragraph (1), the payment of allocated earn-
ings in accordance with the provisions of subsection (b) of section 26, and
the deposits in the Treasury under subsection (d) of section 26, have been
made. .

“(e) If the amount of such unallocated interest fund, remaining after the
investment required by paragraph (1) of subsection (b) of this section has
been made, is insufficient to pay the allocated earnings and make the deposits
referved to in paragraph (2) of subsection b) of this section, then the
amount necessarcy to make up the deficiency shall be paid cat of the funds
in the special deposit account created by section 5 of the settlement of war
claims act of 1927, prior to any other puyment therefrom other than the
payments under paragraph (1) of subsection (¢) of such section.

“(d) The Alien Propert) Custorilian is authorized and dirvected to transfer

to the Secretury of the Teeasvry, for deposit in such special deposit account.
-all money and the proceeds of all property, including all income, dividends,
interest, annujties, and earnings accumulated in respect thereof (1) owned

by the German Government or uny member of the former ruling family, or
(2) no claim to which is filed with the Alien Property Custedian prior to
the expiration of two years from the date of the enactment of the settle-
ment of war claims act of 1927, or (3) if any such claim is filed within such
perfod, then if the ownership thereof under any such claim is not established.
The amounts so transferred under this subdivision shall be credited upon the
final payment due the United States from the German Government on account
of the awards of the Mixed Claims Commission.

“ (e) The Secretary of the Treasury is authorized and directed to issue to
the Alien Property Custodian upon such terms and conditions and under such
regulations as the Secretary of the Treasury wmay prescribe, one or more par-
ticipating certificates, bearing interest payable annually (as nearly as may
be) at the rate of § per cent per annum, as evidence of the investment by
the Alien Property Custodian under subsection (a) and one or more noninterest
bearing participating certificates as evidence of the investment by the Alien
Property Custodian under subsection (b). All such certificates shall evidence
a participating interest, in accordance with, and subject to the priorities of,
the provisions of section 5 of the settlement of war claims act of 1927. in the
funds in the special deposit account created by such séction, except that—

“ (1) The United States shall assume no liability, directly or indirectly, for
the payment of any such certificates, or of the interest thereon, except out of
funds in such specinl deposit account available thervefor, and ail such certifi-
cates shall so state on their face; and '

“ (2) Such certificates shall not be transferable, except that the Alien
Property Custodian may transfer any such participating certifieate evidencing
the interest of a substantial number of the owners of the money invested, to
a trustee duly appointed by such owners."

RETURN TO GERMAN NATIONALS OF PROPERTY HELD BY ALIEN PROPERTY CUSTODIAN

Skc. 9. Subsection (b) of section 9 of the trading with the enemy act, as
amended, is amended by striking out the punctuation at the end of paragraph
(11) and inserting in Heu thereof a semicolon and the word “or" and insert-
ing after paragraph (11) the following paragraphs:

“ (12) A partnership, association, or other unincorporated body of individuals,
or a corporation, and was entirely owned at such time by subjects or citizens

. A\
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of nations, States, or free cities other than Austria or Hungary or Austria-
Hungary and is so owned at the time of the return of its money or other
{)ro;)ert.v hereunder, and has filed the written consent provided for in subsection
m); or

*{13) A partnership, association, or other unincorporated body of individuals,
having its principal place of business within any country other than Austria,
Hungary, or Austria-Hungarvy, or a corporation organized or incorporated
within any country other than Austria, Hungary, or Austria-Hungary, and that
more than 50 per centum of the interest or voting power in any such partner-
ship, association. other unincorporated body of individuals, or corporation,
was at such time, and is at the time of the return of any money or other
property, vested in citizens or subjects of nations, States, or free cities other
than Austria, Hungary, or Austria-Hungary, and that the written consent pro-
vided for in subsaction (m) has been filed; or .

“(14) An individual who at such time was a citizen or subject of Germany
or who, at the time of the return of any money or other property, is a citizen
or subject of Germany or is not a citizen or subject of any nation, State, or
gxige& city, and that the written consent provided for in subsection (m) has been

; or .

“(18) The Austro-Hungarian Bank, except that the money or other property
thereof shall be returned only to the liquidators thereof, and only if such
liquidators give a bond, in a penal sum and with sureties satisfactory to the
President or to the court, as the case may be, conditioned that they will re-
deliver to the Alien Property Custodinn all such money or other property dQis-
tributable to the Government of Austria or Hungary; or

“(16) An individual who at the time of the return of such money or other
property is not a citizen or subject of Austrin or Hungary, and that the
written consent provided for in subsection (m) has been flied, and that no
suit or proceeding against the United States or any agency thereof is pending
in respect of such return, and that such individual has flled a written waiver
renouncing on behalf of himself, his heirs, successors, and assigns any claim
bhased upon the fact that at the time of such return he was in fact ent:tled
to such return under any other provision of this act:--"

SEc. 10. (a) Subsection (@) of section 9 of the trading with the enemy act,
as amended, is amended to read as follows: .

“(d) Whenever a person, decensed, would have been entitled, if living,
to the return of his money or other property hereunder, then hix legal repre-
sentative may proceed for the return of such money or other property as
provided in subsection (a) hereof, and such money or other property may be
returned to such legal representative without requiring the appointment of an
administrator. or an ancillary administrator, by a court in the United States,
or to any such ancillary administrator for distribution dirvectly to the persons
entitled thereto: Provided, howerver, That the President or the court, as the
cuse may be, before granting such relief shall impose such conditions by way
of security or otherwise, ns the President or the court, respectively. shall deem
sufficient to insure that such legal representative, adm’nistrator. or ancillary
administrator will redeliver to the Alien Property Custodian such portion
of the money or other property so received by lim as shall be distributable to
any person not eligible as a claimant under subsection (2). (b). or (n) heveof.”

(b) Subsection (e) of section 9 of the trading with the cnemy act, as
amended. is amended by striking out the period at the end thereof and insert-
ing a scmicolon and the following: “nor shall a debt be allowed under this
section unless notice of the claim has been filed, or application therefor has
beenn made, prior to the date of the enactment of the settlement of war ¢laims

act of 1927." .
(¢) Subsection (g) of section’ 9 of the trading with the enemy act is

amended to read as follows:

“ (g) The legal representative of a person, deceased, whose money or other
property has been conveyed, transferred, assigned, delivered, or paid to the
Alien Property Custodian or seized by him hereunder and held by him or
by the Treasurer of the United States, may (if not entitled to proceed under
subsection (d) of: this section) proceed under subsection (a) for the recuvery
of any interest, right, or title in any such money or other property which has,
by reason o# the death of such person, become the intevest, right, or title of a
citizen of the United States, unless such citizenship was acquired through
naturalization proceedings in which the declaration of intention was filed
after November 11, 1018 or has become, prior to the enactment of the settle-
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meni of war claims act of 1927, the interest, right, or title of a person eligible
as o cluimant under subsection (i), (b). or (1) of this section. Such lega}
representative shall give a bond. in a penal sum and with suretios satisfactory
to the President or the court, as the cuse may be, condition that he will re-
deliver (o the Alici Property Custodian all such money or other properiy not
distributed to such citizen ov person so eligible, or, if deceased. to his heirs
or legal representatives.”

Sec. 11, Subsections (j) and (k) of section § of the trading with the encmy
;wltl, as amended, are amended s0 as to comprise three subsections, to read as
ollows ;

“(J) The Alien Property Custodian is authorized and directed to return to
the person entitled thereto, whether or not an enemy or ally of enemy and
regardless of the value, any patent, trade-mark, print, label, copyright, or right
therein or claim thereto, which was conveyed, transferred, assigned, or de-
livered to the Alien Property Custodian or seized by him, and which has not
been sold, licensed, or otherwise disposed of under the provisions of this et
and. to return any such patent, trade-mark, print, label. copyright, or right
therein or claim thereto, which has been licensed, except that any patent,

- trade-mark, print, label, copyright, or right therein or claim thereto, which is

returned by the Alien Property Custodiun and which has been licensed, or in
respect of which any contract has been entered into, or which Is subject to any
lien or encumbrance, shall be returned subject to the license, contract, lien, or
encumbrance. -

“(k) Except as provided in section 27 paragraphs (12), (13), (14), and
(16) of subsection (b) of this section shall apply to the procceds received
from the sale, license, or other disposition of any patent, trade-mark, print,
label, copyright, or right therein or claim thereto, conveyed, transferred.
assigned, or delivered to the Alien Property Custodian. or seized by him.

“(1) This section shall apply to royalties paid to the Alien Property Cus-
todian, in accordance with a judgment or decree in a suit brought under sub-
soetion (f) of section 10; but shall not apply to any other money paid to
‘e Alien Property Custodian under section 10.”

8ec. 12, Section 9 of the trading with the enemy act, as amended, is amended
by adding at the end thegeof the following new subsections:

“(m) No money or other property shall be returned under paragraph
(12), (13), (14), or (16) of subsection (b) or under subsection (n) unless
the person entitled thereto files a written consent to a postponement of the
return of an amount equal to 20 per centum of the aggregate value of such
money or other property, as determined by the Alien Property Custodian, and
the investment of such amount in accordance with the provisions of section
25. Such amount shall be deducted from the money to be returned to such
person, so far as possible, and the balance shall be deducted from the pro-
ceeds of the sale (in accordance with the provisions of section 12) of wo
much of the property as may be necessary, umnless such person pays the
balancc to the Alien Property Custodian, except that no property shall be
80 sold prior to the expiration of six years from the date of the enactment of
the settlement of war claims act of 1927 without the consent of (Ha person
entitled thereto. .

“(n) In the case of property consisting of stock or other interest in any
corporation, association, company, or trust, or of bonded or other indebtedness
thereof, evidenced by certificates of stock or by bonds or by other certificates
«f interest therein or indebtedness thereof, or consisting of dividends or interest
.or other accruals thereon, where the right, title, and interest in the property
(but not the actual certificate or hond or other certificate of interest or in-
«debtedness) was conveyed, transferred, assigned, delivered, or paid to the
Alien Property Custodian, or seized by him, if the President determines that
the owner thereof or of any interest therein has aequired such ownership by
assignment transfer, or sale of such certificate or bond or other certificate of
fnterest or indebtedness (it being the intent of this subsection that such
assignment, transfer, or sale shull not be deemed invalid hereunder by reason
of such conveyance, transfer, assignment, delivery, «r payment to the Alien
Property Custodian or seizure by him). and that the written consent provided
in subsection (m) has heen filed, then the President may make in respect
of such property an order of the same character, upon the same conditions,
and with the same effect as in cases provided for in subsection (b), including
the benefits of subsection (c).

“(0) The provisions of paragraph (12), (13), or (14) of subsection (b) or
of subsection (m) or (n) of this s:ection, and (except to the extent therein
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provided) the provisions of piragraph (16) of subsection (b), shall not be
eonstrued as diminishing or extinguishing any right under any other provision
of this act in force immediately prior to the enactment of the settlement of
war claims act of 1927.”

Ste. 13, The trading with the enemy act, as amended, is amended by adding
thereto the following new scetions:

“Sgc. 26. (n) In the case of money (including the proceeds of property
converted into money) deposited in the Treasury of the United States under
section 12, the Alien Property Custodian shall allocate among the various trusts
(1) the earnings accruing on such money (including the proceeds of any
honds or certificutes of indebtedness in which such eurnings arve Invested, and
the earnings thereon) prior to March 4, 1923, and (2) the earnings accruing,
on or after March 4, 1923, or the date on which the money was so deposited
(whichever date is earlier) and prior to the date on which such allocation is
made, on the earnings computed under clause (1). Such allocation shall be
made under regulations prescribed by the Secretary of the Treasury and shall
he based upon the average rate of earnings (determined by the Sceretary of
the Treasury) on the total amounts deposited under sectlon 12,

“(b) In the cuse of any person entitled, under subsection (a) of section 9
or paragraphs (1) to (8), both inclusive, or paragraph (11) or (16), of sub-
section (b) of section 9, to the return of money or other property conveyed,
transferred, assigned, delivered, or paid to the Alien Property Custodian, or
seized by him, the Alien Property Custodian, when the allocation has been
made, is authorized and directed to pay to such person, notwithstanding any
receipt or release given by him, the amount allocated to his trust.

“(c) In the case of persons entitled, under paragraph (12), (13), (14), or
(16) of subsection (b) of section 9, to such return, and in the case of persons
who would be entitled to such retura thereunder if all such money or property
had not been returned under paragraph (9) or (10) of such subsection, and in
the case of persons entitled to such return under subsection (n) of section 9,
an amount equal to the aggregate amount allocated to their trusts shall be
credited against the sum of $25,000,000 invested in participating certificates
nnder paragraph (1) of subsection (b) of section 25. If the aggregate amount
so allocated is in excess of $25,000.000, an amount equal to the excess shall
he invested in the same manner. Upon the repayment of any of the mmounts
so invested, under the provisions of section § of the settlement of war claims
act of 1927, the amount so repaid@ shall be distributed pro rata among such
persons, notwiths.anding any receipts or releases given by them.

*(d) In the case of any other enemy or ally of enemy entitled to such return,
the Alien Property Custodian shall deposit the amount allocated to his trust
in the Treasury in the name of such person until otherwise directed by Congress.

*(e) The payment provided for in subsection (a), the investment provided
for in subsection (¢). and the deposit provided for in subsection (d), shail
he made out of the unallocated interest fund.

“ SEC. 27. The Alien Property Custodian is authorized and directed to return
to the United States any consideration paid to him by the United States under
any license, assignment, or sale by the Alien Property Custodian to the United
States of any patent (or any right therein or claim thereto, and inciuding an
application therefor and any patent issued pursuant to any such application).

“Sec. 28. As used in this act the term ‘unallocated interest fund’ means
the sum of (1) the earnings accruing prior to March 4, 1923, on money (in-
cluding the proceeds of property converted into money) deposited in the
Treasury of the United States under section 12 (including the proceeds of
any bonds or certificates of indebtedness in which such earnings are invested,
and the earnings thereon), plus (2) the earnings accruing on or after March
4. 1923, or the date on which the money was so deposited (whichever date is
earlier) and prior to the date on which the allocation provided for in section
26 ix made, on the earnings computed under clause (1) of this section.”

DEFINITIONS

SEc. 14, As used in this act—

(a) The terth “person” means an individual, partnership, association, or
corporation,

(b) The term * German national "’ means—

(1) An individual who, on April 6, 1917, was a citizen or subject of Ger-
mfagy. or who, on the date of the enactment of this act, is a citizen or subject
0 ermany., .
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(2) A partnership, association, or corporation, which on April 6, 1917, was
organized or created under the law of Germany but excluding any such part.
nership, assoclation, or corporation, more than 50 per centum of the interest
or voting power in which was on April 6, 1917, or on the date of the enact-
ment of this act, vested (directly or indirectly) in citizens or subjects of
Austria, Hungary, or Austria-Hungary. ]

(3) An individual (other than a citizen or subject of Austria, Hungary, or
Austria-Hungary) whose claim is based upon an interest on April 6, 1917, in
a partnership, association, or corporation excluded under paragraph (2). .

(4) The Government of Germany.

(¢) The term “Austrian or IHungarian national ” means—

(1) An individual (other than a German national) who, on April 6, 1917,
was & citizen or subject of Austria, Hungary. or Austria-Hungary, or who,
on tife date of the enactment of this act, is a citizen or subject of Austria or

Hungary ;
(2) A partnership. association, or corporation (other than a German

national) which, on April 6, 1917, was organized or created under the law
of Austrin, Hungary, or Austria-Hungary, if more than 50 per centum of the
interest or voting power therein was, on April 6, 1017, or on the date of the
enfctment of this act, vested (directly or indirectly) in citizens or subjects of
Austria, Hungary, or Austria-Hungary;

(3) The Government of Austria, Hungary, or Austria-Hungary.

(d) The term * United States” when used in a geographical sense includes
the Territories and possessions of the United States and the District of
Columbia.

The Cramman, The committee will come to order. I have asked
the Secretary of State to appear before the committee, thinking
perhaps there would be some questions asked by members of. the
committee, some perhaps of a confidential nature, and others that
he is perfectly willing to be given to the world.

STATEMENT OF HON. FRANK B, KELLOGG, SECRETARY OF STATE

The Cuarman. I will ask the Secretary if he appeared before
the House committee?

Secretary Krrroce. No; I did not appear before the House com-
mittee. Chairman Green came down and talked with me about the
history of the Dawes plan, the payments to be made under it, and
the Paris agreement, whereby we were to receive our Army costs
and 21, per cent for our other claims. Senator King offered a
resolution last session of Congress, I think it was, Senator?

Senator Xinc. Yes.

Secretary Kerroce. Asking for all the correspondence bearing
on the subject of the Berlin treaty, the Dawes plan, and the Paris
agréement, and I immediately went to work to get the consent of
the British and German Governments to publish it. I did not get
the consent of the German Government until, I think, after the
meeting of the House Ways and Means Committee, But I did
get the consent of the British Government, and furnished the corre-

ondence between the British Government and the United States

overnment to the House committee. I also outlined orally to
Chairman Green the substance of the correspondence with the Ger-
man -Government pertaining to the alien property held by the Alien
Property Custodian.
ow, I do not know any information that I can give the com-
mittee other than appears in all the documents and correspondence
which I asked the President to send the Senate in response to
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Senator King’s resolution. ' Nevertheless, if there is anything you
wish especially to ask me, or if you wish me to state the history of
those negotiations, I am perfectly willing to do it.

The Cramman. I think perhaps it would be just as well, Mr.
Secretary, for you to state them briefly. And then after that state-
ment why it may suggest some questions that some of the members
of the committee may wish to ask.

Secretary Kerroce. Well, of course, they are really all in these
documents that I had the President send to the Senate. But I am
willing to go over the matter and give you the general history of it
as bearing on the payment of the Amerigan claims and the return
of the German property. _

The CrHairMaN. Would you at this time care to give the committee
your opinion of the House bill as it is, whether it is satisfactory?

Secretary Kenroge. Oh, no; I do not think I would care to give
that opinion. I have never examined it closely. I understand that
the bill in substance.enunciates in a general statement the principle
of returning all the German alien property to the owners. Tempo-
rarily—and I may not be able to e:;press it perfectly—temporarily
they propose to take 50 per cent of the value of tge ships, radio
stations, and patents amounting to $50,000,000, and apply them on
the payment of the American claims against Germany growing out
of the damages accruing to our citizens during the war, to take 20
per cent of the alien property and apply that to the payment of the
American claims, aml to take about $25,000,000 of interest that ac-
crued on the proceeds of German property held by the Alien Prop-
erty Custodian, or earnings of that property prior to the time the
Congress provided for the payment of the income of that property
to the claimants to the property. Now that is about as far as I have
gone in the examination of the bill.

Leading up to the agreement whereby we were to receive our
Army costs and 21, per cent, the committee is probably aware of
the fact that the London conference was called for the purpose of
putting in force the Dawes plan. The conference ended by signature
of the protocol putting the Dawes plan into effect on the 1st of Sep-
tember, 1924, while I was in England. I attended that conference
on behalf of the United States, although we did not sign the agree-
ment putting it into force. Under the Dawes plan, as the committee
are aware, Germany was to make what you might call global pay-
ments, that is, payments in lump sums into the Reichsbank, which
was created under the Dawes plan, or to be created by Germany, in
discharge of all claims of all the allied and associated powers, the
United States being the associated power. Germany was to pay
1,000,000,000 gold marks in 1924-25. The next year 1,220,000,000
gold marks. The next year 1,200,000,000 gold marks. The next
year 1,750,000,000 gold marks. And thereafter 2,500,000,000 gold
marks, with certain minor qualifications for increase or decrease,
which I do not think bear on this question.

Senator Kina. Thereafter and for how long, Mr. Secretary?

Secretary KerLroce. There is no limit of time. The Dawes plan
did not pretend to fix the claims of the allied and associated powers,
nor limit the amount that Germany was to pay.

|
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The plan' included the following provisions: First, the statement
of these sums; and, second, a definition of their inclusive nature as

follows:

Before passing from this part of our report, we desire to make it quite
clear that the sums denoted al:ove in our examination of the successive years,
comprise ail amounts for which Germany may be liable to the allied and
associated powers for the costs arising out of the war, including reparation,
restitution, all costs of all armies of cccupation, clearing-house operations to
the extent of those balances which the Reparation Commission decide must
legitimately remain a definitive charge on the German Government, commis-
sions of control and supervision, etc. Wherever in any part of this report
or its annexes we refer to treaty payments, reparation, amounts payable to
the Allies, ete,, we use thes® terms to include all charges payable by Ger-
many to the allled and associated powers for these war costs. They also
include specinl payments such as those due under articles 58, 124, and 125

of the treaty of Versailles.

It is not necessary to go into that last treaty. So you see that
the agreement when accepted by the allied powers—we did not sign
it, otg course—provides that these payments were to be the total
payments made by Germany, and the allied and associated powers
were compelled to agree between themselves as to the division of
these payments between the various governments.

- Senator Rekp of Pennsylvania. We did sign that agreement.

Secretary Kerroce. We did sign that agreement.

Senator King. By what authority ¢

Senator Jones of New Mexico. And, Mr. Secretary, by what au-
thority did the Dawes Commission uandertake to include the matters
pertaining to the United States?

Secretary Kervroge. Oh, they simply recommended it in this. Of
course, we gave them no authority. There was no one on the Dawes
committee representing the Government of the United States. And,
of ccl)lurse, I did not sign the protocol putting in effect the Dawes plan
at all.

Senator Jones of New Mexico. Well, did not the German Govern-
ment insist, or rather claim, that someone on behalf of the United
States requested the Dawes Commission to include the United States
in that plan?

Secretary Kerroce. Well, I never heard of it.

Senator Jones of New Mexico. Well, it seems to me that 1 got
that impression from a letter of the German Government directed
to you and published in this document 173. .

he CrHaIrMAN. 173 or 182¢

Senator Jones of New Mexico. 173.

Secretary Kervroae. I would have to look that up. I do not recol-
lect it. I do recollect this, of course—and I may want to correct
the language when I look at the documents, because I have not got
ever%"thm%l before me—during the session of the London conference
the French representatives offered a resolution for a meeting of the
finance ministers of the allied governments to agree on a division of
the payments to be made by Germany between them. That was
before the Dawes plan had been accepted by the London conference.
As our Army costs had not been paid and the London conference
was not to pass upon the question of the division of payments I was
instructed by Mr. Hughes to file a statement with the secretary of
the conference that the United States was entitled to participate

’ -
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in any conference for the division of these payments, and was en-
titled to have its Army costs paid as a prior charge on those pay-
ments, and was entitled to participate in the payments after the
priorities had been paid for the purpose of paying the American
claims. T filed that <tatement with the er({on conference.  And
thereafter we did participate in the division.

The Caamyan. Did you take any part in the London conference?

Secretary KeLroce. Oh, yes; I was present all the time. Of course
the agreement was made between the allied powers. We did not
join in the agreement. I was present simply as the representative of
the United States.

Senator Ence. Well, they did agree, did they not, Mr. Secretary,
to the claim as outlined by you in the Hughes letter, I mean they
agreed to allow us the priority, did they not?

Secretary KeLioce. Yes., 1 will come to that in a moment.

Sténator Kine. One moment, Mr. Secretary, if I may interrupt
you

Secretary KrrLroge. Yes,

Senator Kine. The payments for the Army of Occupation had
been made by Germany to the allied nations and the $284,000,000
which are due the United States has been paid, and Mr. Hughes or
you did not insist upon getting that $284,000,000, did you?

Secretary KeLvoge. Oh, yes; we insisted on it, of course.

Senator Kin¢. And were remitted that mere amount provided for
by the agreement which you signed?

Secretary KerLroge. No. I will explain that. Prior to the time
I became ambassador—and I can not tell you without having the
agreement here, and I have not got it, but I can send it to you—
this Government sent Mr. Eliot Wadsworth to Paris to negotiate
for the payment of the American claims for the costs of the Army
of Occupation. I am unable to say to what extent the allied powers
had received their pay. I believe practically in full.

Senator HarrisoN. Before Mr. Wadsworth went to Paris?

Secretary Krrroce. Yes, I think before he entered into an agree-
ment. I shall have to look that up for you. Germany paid certain
moneys over to the allied powers, and they assumed to at least, and
I have no doubt did, take out their army costs.

Senator Bavarp. Did they take out their army costs, Mr. Sec-
retary?

Secretary Kerroge. Tlieir arms costs but not ours.

Senator Bayarn. In toto, all of it?

Secretary KeLroca. I think they did take it out under the treaty
of Versailles which provided for it. So Mr. Wadsworth went over .
to Paris and negotiated an agreement for the payment of our Army
costs in annual installments. I have not got the agreement here and
I can not give you the exact provisions of it, but if you desire it I
will send it up as one of the documents you are entitled to.

Senator WatsoN. Was that before you went to England?

Secretary Krrnroce. Yes. That was in May. 1923. That agree-
ment was, as I recollect, ratified by all the governments except
France, which refused to ratify it. And no payments were made
under it at all.

r.
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Senator Jones of New Mexico. Do you know why France refused
to ratify that agreement? )

Secretary KeLroga. I do not. It was not during my term of office,
and I have no knowledge on the subject. I might be able to look it
up, but I could not tell you now. : L

Senator HarrisoN. Well, in that connection do you not think it
well, Mr. Secretary, that the number of years of carrying out the
agreement that Mr. Wadsworth entered into in which this money
was to come to the United States for the army of occupation costs
ought to be put into the record?

Seeretary KerLoss. The number of years?

Senator Harrison. Yes,

The CHairmaN. Well I thought the Secretary was coming to that.

Senator Harrison. Well, he said he did not have that but he could
furnish it, but I think it ought to go in the record. :

Secretary Kevrocus. No, I say it never came into effect because
France refused to ratify it. I do not know why.

Senator HarrisoN. You can give us apgroxnmately the number of
years that were agreed upon, can you not

Secretary Krrroca. Do you mean how many years it would take
to ¥ay up our Army costs?

he CrammaN. With interest.

Senator Kina. The interest and all was nearly $284,000,000, as 1
remember. It is some time since I have read it. :

Secretary KerLroca. Qur Army costs amounted to about $255.-
000,000, less certain credits which the German Government was en-
titled to, which reduced it to somewheres around $235,000,000 or
$240,000,000. Well, roughly speaking, that agreement provided that
our Army costs of $255,000,000, on which there have been some small
credits, which I have just mentioned, would be divided into 12 an-
nual installments, and should be during the first 4 of the 12 years
a first charge on cash payments received from (Germany or for Ger-
many’s account after the expenses of the Reparation Commission
and the current expenses of allied armies of occupation have been
sat: fied, but during the last 8 years to be an absolute prior
charge on all cash payments except for the costs of the Reparation
Commission. That was the Wadsworth agreement in substance.

Senator HarrisoN. In other words, we were giving them 12 vears
in which to pay it, although Germany had paid it into the treasuries
of the allied countries?

Secretary KeLrocs. Well, Germany had paid lump sums to the
allied powers, and under the Versailles treaty they took their army

. costs as the first charge. Now, that agreement, as I say—I am not

very familiar with the history of it—never went into effect, and
we got no Army costs paid under it.

After the Dawes plan had been put in force, of course it was evi-
dent that we either had to get out money as a prior charge out of
these lum% p&yments by Germany or a percentage of the current
payments by Germany. And I was directed to sound ont the Brit-
1sh Government as to its attitude, which had not up to that time
appeared to be very favorable to our getting anything out of the
German payments. ~ So under the instructions of Mr. Hughes I took
the matter up With the British Government, as appears in the cor-

-




RETURN OF ALIEN PROPERTY ‘ 177

respondence here. It is all in this Senate Document No. 173. The
British Government said of course we were entitled to the payment
of our Army costs, but we were not entitled to anything to pay our
claims against Germany because we had not ratified the treaty of
Versailles.

As you will see by the correspondence I was dirvected by Mr.
Hughes and did take the position that the Berlin treaty adopting
certain provisions of the Versailles treaty for the benefit of the
United States included the provision that the United States was
entitled to the same claims against Germany as the allied powers.
The United States did not insist on the same claims; it waived the
pensions to soldiers, etc.

Senator JoNes of New Mexico. Well, when did our Government
waive those payments?

Secretary KrLrocs. I can not tell you exactly. I think in connec-
tion with the Mixed Claims Convention and the exchange of notes.
It is all in this statement.

Senator Jonrs of New Mexico. There is nothing in the Berlin
treaty which waives any of it, is there?

Secretary KeLroas. No. I think there is in the exchange of notes
. made in connection with the claims convention. If they are not
published in this statement we will furnish them to you. Under the
Berlin treaty, however, we were entitled to the payment of all dam-
ages to all Americans growing out of the war, to their persons and
to their property. The correspondence in relation to the pension and
other claims wilyl be found on page 31 of this document.

Senator Jones of New Mexico. Well, as long as we are going to
refer to that we might just as well clear it up. There is nothing in
the Berlin treaty or any act of Congress, 1s there, by which the
United States waived any claims provided in the Versailles treaty?

Secretary Kerroce. Well, I do not know whether there is or not.
There is nothing in the Berlin treaty. The correspondence on that
subject you will find here in this document. Of course, we did not
waive any claims for damages to our nationals growing out of the
war. :

Senator Jones of New Mexico. The matter of claims for pensions
and injury to our soldiers and that sort of thing, which were pro-
vided for in the Versailles treaty, was referred to a while ago. That
was all carried into the Berlin treaty. Now I would like to know
by what authority the State Department or any department of the
G}(r)vernment waived any of those claims against Germany ?

Secretary Krerroce. Well, my recollection is that the principal
item waived was that this Government would not make any claim
for soldiers’ pensions, etc., but I would have to look that up.

Senator JoNes of New Mexico. Now that was provided for in the
Versailles treaty.

Secretary Kerrocs. Yes.

Senator JonEs of New Mexico. And carried into the Berlin treaty.

Secretary KeLLoce. Yes.

Senator Jones of New Mexico. Now, by what authority did the
State Department or any other department of this Government waive
any of those claims?
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Secretary KeLLoce. Well, all T can teil you about it is the note
sent on August 10, 1922, by Mr. Houghton to the German Govern-

ment :

In accordance with the instructions that I have recoi\:ed from my Govern-
ment, I am authorized by the President to state that he has no intention of
pressing against Germany or of presenting to the commission established under
the claims agreement any claims not covered by the treaty of Auguast 25, 1921,
or any claims falling within paragraphs 5 to 7, inclusive, of the annex follow-
ing article 244 of the treaty of Versailles,

Senator McLeaN. What is the date of that letter?

Secretary KeLLoce. August 10, 1922. Paragraphs 5 to 7 of annex
1, folowing article 244 of the Versailles treaty read as follows:

(5) As damage caused to the peoplex of the allied and associated powers,
all pensions and compensation in the nature of pensions to naval and military
victims of wur (including members of the air force), whether mutilated,
wounded, sick, of invalided, and to the dependents of such victims, the amount
due to the allied and associated governments helng ealeulated for ench of
them as being the capitalized cost of such pensions and compensation at the
date of the coming into force of the present treaty on the basis of the sciles
in force in France at such date.

(6) The cost of ussistunce by the governments of the allied and associated
powers to prisoners of war and to their fmilies and dependents.

(7) Allowances by the governments of the allied and associnted powers {o
the families and dependents of mobilized persons or persons serving with the
forces, the amount due to them for each calendar year in which hostilities
occurred being calculated for each government on the basis of the average
scale for such panyments in force in France during that year. .

Thog:e were the claims. X ow, I am entirely unable to tell whether
the allied powers got anything under those claims or not.

Senator Joxes of New Mexico. I am not specially interested in
whether they have or not, but 1 am interested in knowing by what
authority any one representing the United States Government
undertook to waive any of those claims?

Secretary Kevwoge. Well, of course, the President has authority
to settle claims of this country against any foreign country, unless
prohibited by Congress. However, there is no use of me discussing
that any more. I am simply telling what occurred.

Senator Joxes of New Mexico. Well, I think you are just the one
to shed light upon this subject, if any one can. Yon are the head
of the State Department, the one that deals with foreign nations,
and here is a treaty right which the Senate put into a solemn treaty
between the United States and Germany, and I would like to know
whether it is claimed by any one in the State Department that that
department or even the President had authority to waive anything
that was included in that treaty?

Secretary KerLroce. Well, a German Claims Commission was
created by the convention or agreement between Germany and the
United States, and very naturally the President had the power to
decide what claims should be presented before that commission on
behalf of the Government of the United States, or should not be.
That is a power the President always has in enforcing claims against
foreign countries. L

Senator Joxes of New Mexico. I am willing to admit that I am
not familiar with the practice of nations in dealing with each other
in respect to such matters as we have before us now, and it may
appear that I am asking questions which are not proper, but in order

-
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to satisfy my own mind I. would like to know bK what authority
that agreement was entered into which created the Mixed Claims
Commission and defined its powers and limitations.

Secretary Kevroce. That power rests in the President in every
case, The President has authority to settle claims and adjust claims
between this Government and foreign governments, and to enter
into agreements for arbitration of such claims, and on behalf of
Anmerican citizens who seek the good offices of the United States.

Senator JoNEes of New Mexico. Well now, does he have that power
in the absence of some authority from Congress?

Secretary Kerroce. Certainly.

Senator Euck. Is it not true, Mr. Secretary, that many grants in the
Versailles treaty have since been greatly altered and reduced by these
various conferences?

Secretary Kerroce. Oh, yes.

Senator Ence. That is the whole idea of the Dawes plan.

Secretary Kerroce. The Dawes payments would never pay all the
claims that the Versailles treaty authorized the allied governments
to present.

he CuairmaN. That the German Government itself never could
have paid. That is recognized.

Secretary KerLroge. When the Dawes agreement was made every-
body knows that the German Government was practically a bank-
rupt. Its currency was inflated to such a degree that it could not
pay anything. .

Senator Jones of New Mexico. Now, I will state very frankly,
Mr. Secretary, that what I am after here is information.

Secretary Kerooce. Oh, certainly, I understand.

Senator WabsworrH. Mr. Secretary, may I say that I have been
reminded that the treaty of Versailles contains a provision or pro-
visions for the setting up of mixed tribunals to go into the matter of
claims, the settlement of claims of all kinds and character, as I
understand it. And that provision of the treaty of Versailles I
think is also contained in the treaty of Berlin which we made with
Germany, and based upon that provision in the treaty of Berlin,
which was inherited from the treaty of Versailles, the President
arranged for this mixed tribunal, the German Claims Commission,
and settled the claims.

Senator Kinc. And yet after assuming that there was a provision
there for the setting up of a Mixed Claims Commission, that would
not authorize the President of the United States to remit claims
which the Government of the United States had or which individuals
had, and preclude the Committee from considering them. That
would be an act of usurpation.

Senator WabswortH. I do not agree with that at all.

Secretary Kerroce. No; it has always been the practice of the
President 1n this country to present clain:s and adjust them with the
foreign countries.

. Senator WapswortH. And he was authorized to do that under the
reaty. '

Serbl’ator JoxEes of New Mexico. Is that, Mr. Secretary, really cor-
rect, unless the Congress or the Senate by some treaty has conferred
such power upon the President?

B S wu
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Secretary KeLrLoce. Yes, sir.

Senator Jones of New Mexico. Well, now, I would like to have
some illustration of that sort of thing and find out, if we can, by
what body or tribunal such action has been ratified or approved by
the Government of the United States.

Secretary Kerroee. Well, I am speaking from recollection, and
subject to correction, because 1 did not know that you were going
into this subject at all.

Senator Jones of New Mexico. Well I did not either.

Secretary KerLroce. The President of the United States settled
with China for the Boxer indemnities and they were paid under
that agreement for a good many years.

Senator JonNes of New Mexico. Well, was not that Boxer in-
demnigy provision ratified by the Congress or the Senate in some
treat,

Se(}:’retary Keuroge. I think not. I do not think it was ever rati-
fied by anyone. The President made the agreement himself. When
American citizens are injured abroad and we claim that some govern-
ment is liable by reason of the fact that they failed to grant proper
protection, why, the President always has authority to settle those
claims. Always has authority. Even though it is provided by treaty
of the United States that such and such a country will protect
Americans and will indemnify them fer damages, etc., the President
is the one that always has the authority to settle those claims.

Senator JoNEs of New Mexico. Then according to your interpreta-
tion the President of the United States would have been authorized,
if he had seen fit to do so, to waive all claims against Germany under
the treaty of Berlin?

Becretary Kerroge. Well, I would not want to say that, Senator.

Senator Jones of New Mexico. Well, if he had not a right to
waive all, why has he the authority to waive any?

Secretary a6, There may be some claims that were affected
by acts of Congress. I would not want to make a sweeping
statement until I have looked it up. If you wish me to I will
examine the whole subject. I can not give you that now. I was
not aware that you were going into these questions. You have all
the documents here.

Article 3 of the Paris agreement provides that—

Out of the amount received from Germany on account of the Dawes annuities,
there shall be paid to the United States of America the following sums in re-
imbursement of the costs of the United States Army of Occupation and for the
purpose of satisfying the awards of the Mixed Claims Commission established

in pursuance of the agreement between the United States and Germany of
August 10, 1922,

1. Fifty-five million gold marks per annum beginning September 1, 1926, and
continuing until the principal sums outstanding on account of the costs of the
United States Army of Occupation, as already reported to the Reparation
Commission, shall be extinguished. These annual payments constitute a first
charge on cash made available for transfer by the transfer committee out of
the Dawes annuities, after the provision of the sums necessary for the service
of the 800,000,000 gold mark German-external loan, 1924, and for the costs of
the Reparation Commission, the organizations established pursuant to the
Dawes plan, the Interallied Rhineland High Commission, the Military Control
On?t?llm?ll?:ls' and the payment to the Danube Commission provided for in
artiele ow.

Then it provides that if in any one year the total of 55,000,000 gold
marks are not paid they shall bear interest at 414 per cent.

“
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Senator Epge. Was the fitst payment made under that on Septem-
ber 1,1926¢ Is that the date that the first payment should be made?

Secretary Kerroga. The first year commenced September 1, 1926,

Undersecretary WinsToN., We are getting it monthly from the 1st
of September,

Secretary Kerroce. Well, the Undersecretary of the Treasury can
give you that. I have no records of payments in my office at all.

1t also provides: :

2. Two and one-quarter per cent of all receipts from Germany on account of
the Dawes annuities available for distribution as reparations, provided that
annuity resulting from this percentage shall not in any year exceed the sum
of 45,000,000 gold marks.

That was the Paris agreement providing for payments to the
United States. '

Senator JoNes of New Mexico. Now, Mr. Secretary, I assume it is
your idea that the authority for entering into the Paris agreement
was the same as you have expressed as the authority for entering into
the Mixed Claims Commission agreement with Germany, the general
authority of the President of the United States. Is that true?

Secretary KeLLoce. Yes. The Paris agreement did not pretend to
limit in any way the amount of the American claims. It did not pro-
vide for the release of Germany from any treaty obligation or other
obligation. It simply provided that out of these sums there should
be paid to the United States so much for Army costs and so much

*  for the claims allowed by the Mixed Claims Commission.

Senator JoNks of New Mexico. Now you read from the Dawes
report a while ago a statement to the effect that that was an all-
exclusive agreement and included reparations to be made to the
United States as well as the allied powers.

Secretary KeLroce. Yes. '

Senator JoNes of New Mexico. Was there not a second commis-
sion or a second report made by some commission? I have seen some
reference to that. I would like to know what that was.

Secretary Kerroge. I never have heard of any other commission
than the Dawes Commission. ‘

Undersecretary WinstoN., It might be the conference that fixed
the amount of the allied reparations. That was prior to the Dawes.

Secretary KeLLoge. Oh, there was an agreement known as the Spa
agreement between the allied governments after the Versailles treaty
was made, whereby they fixed the percentages to each country. The
United States did not attend that. :

Senator Jones of New Mexico. That is not the one that I have
reference to, but I have seen a reference from two or three ditferent
sources to a report subsequent to the Dawes Commission report. I
think it was to this effect, that in estimating the ability of Germany
to pay that no reference was made or thought taken of the property
of the German citizens which were not in Germany, and that they
estimated the amount of such property to be about sixteen and one-
tentlh b?illion marks. Do you know anything about such a report
as that '

Secretary Kerroce. No, I do not.

Undersecretary Winston, Mr. Kellogg, there were two committees
appointed, the Dawes Committee that gave this general report, and
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another committee goin ginto balances and assets of Germany out-
side of Germany.

Secretary KeLroce. Yes, there was some other committee. I don’t
know anything about their report. There was a committee appointed
to look into capital exported from Germany, etc., but I can not give
you the result of their conclusion,

Scenator Warson. Well, were we represented on that committee?

Secretary KeLroca. No, we never were officially represented on the
Dawes committee or on the other committee.

Senator Joxes of New Mexico. Well, have you in your ouice or
can you get for the committee the statement or whatever it was?

Secretary Krrroae. Well, it wuay be attached to this document. I
could not say. I never looked into that part of it. I presume we
have it. I can send it up to you.

Senator JoNs of New Mexico. Well, I am advised that that com-
mittee or commission, whatever it was, estimated that there were
German assets of citizens of (Germany outside of Germany to the
extent of sixteen and one-tenth billion of marks.

Secretary Kerroae. They did make some estimate.

Senator Jones of New Mexico. And the statement was made that
that was not taken into consideration by the Dawes commission in
fixing the ability of Germany to pay.

Secretary KrLroga. Do you mean German citizens?.

Senator Jones of New Mexico. Yes. B

Secretary KrLroae. I will have to send you up the report. I
can not discuss it because I am not familiar with it.

Senator JoNEs of New Mexico. Well, I wish you would.

Secretary Kerroge. Yes.

The CHamrMaN. If you are going to send that up I would like
to have it follow at this point in gﬁm record, so we will have the
whole subject matter together.

Senator Joxes of New Mexico. Yes.

(The report mentioned appears at p. —.)

Senator Reen of Pennsylvania. Mr. Secretary, of course what
we are primarily interested in to-day is this act that is before the
committee.

The CHairMAN. Yes.

Senator Reep of Pennsylvania. And its possible effect on the
relations of this Government toward the reparations payments and
our share in them. Will you not try before thé hearing ends to get
to that point?

Senator Jonss of New Mexico. I think the Secretary is proceeding
in a very orderly way and that we want to get from him all that he
is starting out to tell here.

Secretary Kewroca. Well, I have given you the history of the
adoption of the Dawes plan and the agreement made in Paris. The
correspondence instructing me to make this agreement you will find
in the documents which I have sent up to the Senate.

Senator JonNes of New Mexico. Now you have just made the
statement that that Paris agreement contained a provision that it
did not take away from the United States any other sources for
obtaining re;‘?rations and that sort of thing.

Secretary KeLrLoga. Yes.
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Senator JoNks of New Mexico. Now what was specifically in mind
at that time in inserting that sort of a provision into the Paris
agreement ? .

Secretary KuLLoce. Well, here were certain payments to be made
by Germany. I was directed by the State Department to see if the
other governments would agree that the United States should have
n part of those payments, and the British Government objected,
as I have said, to our receiving anything on our claims. You will
see by the correspondence—there is no use of me trving to read it
all, it is all in this document—that she took two grounds. Iirst.
that because we did not sign the Versailles treaty we were not
entitled to any damages to our citizens or to this Government grow-
ing out of the war. I took the position to the contrary. 1 do not
think there was anything in their position myself: never did.
Second, that we had a large amount of alien property taken by the
Alien Property Custodian under the authority of Congress, including
ships, as I said. and that we ought to apply those properties on
the payment of our claims for damages to the American citizens
and the Government claims. I replied, as you will see, in sub-
stance, under the direction of the Secretary of State, that the alien
property taken over by this (Government was subject entirely to
the control of Congress. as provided for by the act of Congress
mkinﬁ over the alien property, and to be disposed of by Congress,

and that on that subject I had no authority and could not negotiate:
. that Congress must be left free to exercise its own judgment, as

it way the only power to decide what was to become of that property.
And I declined to concede their position.

Those provisions of the Versailles treaty which were adopted
b{ us under the Berlin treaty, did provide, in substance, that if
alien property was taken by any of the governments and converted
to its own use, it should be credited on reparations. Is that correct?

Undersecretary WinsroN. Yes, sir,

Secretary KeLroaa. I have not it before me but that is the sub-
stance of it. Mr. Hughess veply, as you will see by this cor-
respondence, to the British GGovernment was that if the alien prop-
erty and the ships were finally taken by the United States, of course,
it would be credited on claims.

Senator Joxes of New Mexico. And the authority for the Congress
to so apply that alien property was expressly provided for, in the
Berlin treaty.

Secretary Kerrose. Oh. yes: the Berlin treaty adopting the pro-
visions of the Versailles treaty.

Senator Joxks of New Mexico. Yes.

Secretary Kerrou, The Berlin treaty laid down, as you know—
but T think I am going over a lot of matters that you know just
as well as I do, Senator Jones—it contained the resolution of the
Congress providing for the ending of the war. That resolution
provided that the United States should have the right to hold this
property as security. Have you that resolution here?

Senator Bayarp. That is the Porter-Knox resolution, I take it ¢

“Secretary Krrrocs. Yes: that is the Knox resolution. Now. in
the autumn of 1925 the German Government wrote a note to me
claiming that under the Knox resolution and the Berlin treaty the
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United States simply held that property as security for American

"claimants, and that by the Dawes plan she had made adequate

provision.

Senator Jones of New Mexico. Under the Knox resolution that
we should hold it until suitable provision was made for the payment
of the claims, was that it?

Secretary Krrroge. Yes.

Senator Jones of New Mexico. And Germany insisted that our
acceptance of the 214 per cent under the Dawes reparation plan was
the suitable provision.

Secretary KeLroge. Yes.

Senator Jones of New Mexico. All right, go ahead,

Secretary Krrroca, Now, that note was sent to me in August.
1925. I had assumed that the Congress of 1925-26 would settle this
question of alien property, and so I did not answer the note at first,
but told the German ambassador that I did not agree with his claim
at all. When Congress adjourned, or at least when it appeared that
it might soon adjourn—and I do not remember the date that Con-
gress adjourned last spring:

Senator Reep of Pennsylvania. July 3.

Secretary Krrroca. Before the Congress adjourned, and when
it was quite evident to me, or at least I thought the Congress would
not dispose of the question of alien property during the session. 1
answered the German ambassador’s note. setting out. in substance.
that the United States claimed the right to apply this property. not
only to hold it as security but to apply it; that the Knox resolution
was not the only agreement, that under the Berlin treaty and the
Knox resolution the United States had the right to apply that
property to the payment of claims of American citizens in the
United States. You can read the note as it is all stated here
in this paper. . )

Senator Jones of New Mexico. May I inquire whether you got
any reply to that note of yours from the German Government?

ecretary KrrLroge. No; I did not get any reply until December
9, 1926. When Senator King’s resolution was passed by the Senate
I asked permission of the German Government to publish this cor-
respondence and to send it to Congress, but I could not get the per-
mission at that time, though I did get the consent of the British
Government, and of the other Governments, to publish the balance
of the correspondence that is in this document.

Secretary Joxes of New Mexico. Has the German Government
made any re}iiy to your note? .

Secretary KELLoca. I was coming to ‘that just in a moment, if
you will give me an opportunity.

Senator Jones of New Mexico. All right, I beg pardon.

Secretary KrLroce. Finally I told the German Government, just
before the Congress met last December, that I must send the corres-
pondence up to the Congress pursuant to that resolution, whereupon
the German ambassador handed me a note, found on page 40 of this
document which is before you, document No. 178, in which the am-
bassador said :

In your note of May 4, 1926, Your Excellency xet forth in considerable detail
the legal position of the Government of the United States concerning the release
of German property and added that the handling in practice of the question

.
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is to be kept separate from the legal position arnd that the Congress of the
United States, for which the decision concerning German property must be
reserved, is now considering the question,

In view of that explanation my Government would, although its legal posi-
tton differs from that stated in the note, refrain for the present from a dis-
cussion of the diverging legal positions and confine itself to oxpressing the
hope that the deliberations of this Congress will arrive at some practical re-
sult that will be satisfactory to the nationals concerned on both sides.

Senator Jones of New Mexico. So the German government had
never receded from its position as stated in its note to you of Aug-
ust, 1925,

Secretary Keuwoee., Apparently not.

Senator Bavarp. When the German ambassador sent you this last
letter, to which you refer, had the decision of the United States
gupre?me Court in the Chemical Foundation case, been handed

own

Secretary KerLLoce. Yes; I rather think it had. I am not sure,
however, of that matter, and the record will show the exact date.
But, of course, the position taken by me in that note not only was
sustained by the Supreme Court, but it is perfectly evident on the
face of the document that Congress is free to exercise its own judg-
nlllent as to the disposition of this property. There is no doubt about
that.

Senator Jones of New Mexico. This bill which has passed the
House of Representatives does utilize a part of that German prop-

erty.

gecretary KeLLosg. That is right.

Senator Jonks of New Mexico. And it has been stated in the
press, and I think on the floor of the House a number of times, that
that bill as passed by the House was satisfactory to everybody, and
that all parties had agreed to it.

Secretary Kerroce. Perhaps so.

Senator JonEs of New Mexico. Now, I should like to know whether
there ?has been any agreement in regard to it by the German Govern-
ment ¢
; Secretary Kerroce. I do not know a- thing about that, Senator
Jones.

Senator Jones of New Mexico. Is not your department the one
which would know about it if there were such an agreement?

Secretary Kerrose. How do yon mean? ,

Senator Jones of New Mexico. By what authority would any
other department of the (Government have any such dealings or
direct knowledge?

Secretary KEeLrnoge. Do you mean agreement by the German
Government that this property should be taken?

Senator Jonks of New Mexico. That this bill as it passed the
House of Representatives is acceptable to the German Government.

Secretary Krrroae. I should think they would notify me.

- Senator JonEes of New Mexico. I should think so, too.

Secretary KeLLoce. .'s to the question of any agreement between
German claimants to property and the American claimants, of
course naturally, that would not come to my attention at all.

Senator Jonrks of New Mexico. Perhaps not, but I am referring
now to any agreement on the part of the German Government.
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Secretary KeLwoca, I know of no agreement on the part of the
German Government in regard to that matter at all.

Senator Curris. What did the treaty provide in reference to the
distlzl»lostition of this property? There might be authority according
to that. '

Senator JoNEs of New Mexico. I was just coming to that. If you
will take the treaty of Berlin you will find that the preamble to the
Knox resolution, or the appropriate provision of the Knox resolu-
tion is recited as a preamble to the treaty.

Secretary KeLroca, Yes.

Senator Jones of New Mexico. But after reciting the preamble,
then comes the treaty itself.

Secretary KerLoce, Yes.

Senator Jones of New Mexico. And is not the treaty itself, be-
ginning with article 1, 2, and so on, the only agreement which has

een entered into between the German Government and the Govern-
ment of the United States with respect to claims, or this property?

Secretary KeLLoge. That is in the main body of the treaty, I take
it; the Knox resolution is in the main body of the treaty.

Senator Jones of New Mexico. Let me call attention to thic
fact—

Senator Kine, While Senator Jones is looking up something, let
me interject by saying that the treaty of Versailles and the treaty of
Berlin was each an appropriation of the usufruct, if not the corpus,
of all the property held by the Alien Property Custodian, It was
the assertion of Germany of the definite right under the old consti-
tution, as well as under the Ebert constitution, to expropriate prop-
erty, as to the corpus or use of it, of any citizens for any purpose it
deemed appropriate. Both of those treaties constitute expropria-
tion of that property. Therefore, it is quite clear as to what the
contention would be, and I took the precaution when the Winslow
bill was passed to advise the Treasury Department and the State
Department that before we paid out any part of that, approximately
$50,000,000, that is, on payments up to $10,000-—we should get an
express agreement from the German Government consenting that
that should be done, because she had expropriated the (Froperty.

Senator Reep of Pennsylvania. Have we not received that express
agreement in the treaty of Berlin for the sort of application we
make in this bill? .

Senator JoNes of New Mexico. I think the matter can be made
clear if we will just get the expression in this Berlin treaty. The
treaty itself, in this document, is embodied in the proclamation by
the President of the United States, and the first whereases are a

art of the proclamation and not a part of the treaty. The treaty
itself is as follows:

Considering that the United States, acting in conjunction with its cobel-
ligerents, entered into an armistice with Germany on November 11, 1918, in
order that a treaty of peace might be concluded; cousidering that the treaty
of Versailles was signed on June 28, 1919, and came into force according to
the terms of its article 440, but has not been ratified by the United States;
considering that the Congress of the United States passed a joint resolution,
approved by the President July 2, 1921, which reads, in purt, as follows:

And then is inserted the essential portions of the so-called Knox
resolution. After that recital, and under a quotation, the treaty
proceeds as follows:

.
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Being desirous of restoring the friendly relations existing between the two
pations prior to the outbreak of the war; have for that purpose appointed
thieir plenipotentiaries; the President of the United Siates of America, Mr.
Loring Dresel, ambassador of the United States of America to Germany, and
the President of the German Empire, Dr. Frederick Rosen, Minister for Foreign
Affaivs, who, having communicated their full powers, and found to be in good
and due form, have agreed as follows:

Then follows, as I conceive it, the full agreement between the Ger-
man Government and the United States Government. The Knox
resolution was not an agreement between the United States and Ger-
many; the Knox resolution simply declared the war at an end, and
declared it to be the intention of the Government of the United
States, among other things, to hold this property as security for
certain claims. That is recited in this treaty as a mere preamble,
and that is agreed to in the langua%e of the treaty, these representa-
tives, who, having communicated their full powers, found to be in
good and due form, “ Have agreed as follows.” 'fhen, Mr. Secre-
tary, is not the whole afreement between the two Governments com-
prised in what follows

Secretary KeLrocg. Yes; and let me tell you what it is, please.
Article I of that treaty provides:

Germany undertakes to accord to the United States, and the United States
shall have and enjoy, all the rights, privileges, indemnities, reparations, or
advantages specified in the aforesaid joint resolution of the Congress of the
United States of July 2, 1921, * * *

And you understand that that is the Knox resolution,

Senator Reep of Pennsylvania. And that puts the Knox resolution
right into the treaty?

Senator SHORTRIDGE. Yes; it carries all of its provisions right
into the treaty, does it not?

Secretary Kkerroee. Yes; it carries all those provisions right in
the treaty. You will see that that is explained in my note to
Germany. :

Senator JoNes of New Mexico. Then what follows that with
respect to this proper%y. .

ecretary KeLroga. I continue reading—
including all the rights and advantages stipulated for the benefit of the United
States in the treaty of Versailles which the United States shall fully enjoy -
gg‘tl\t:i:’hstanding the fact that such treaty has not been ratified by the United

And then follows certain specified provisions of the treaty of
Versailles,

Senator Jones of New Mexico. Then what right did the Govern-
ment of the United States obtain under the Berlin treaty with
resgect to this alien property ?

ecretary KerLroce. The right of Congress to appropriate the
. property as Congress may determine. It is entirely a question for
the Congress of the United States.

Senator WaTson. In other words, is it not necessary to obtain the
consent of the German Government at all ¢

Secretary KeLrLoca. Not at all.
b.l?gnator WatsoN, In order to enable the Congress to pass this
i

Secretary Kerroga., No.
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Senator JoNes of New Mexico. What do you think of the con-
tention 'of the German Government that our acceptance of 214 per
cent was the suitable provision referred to in the Knox resolution?

Secretary KerLroce. I do not think it is correct at all. ‘

Senator Jones of New Mexico. The provisions of the Versailles
treaty which were incorporated in this treaty of Berlin means this:
That you think that this Government has a right under the Berlin
treaty to enforce those provisionst .

Secretary KerLLoge. Do you mean to apply this property to the
payment of the claims? .

: genator Jones of New Mexico. Yes.
- Secretary KeLroce. Yes; I think so.

Senator Jones of New Mexico. Well now, then, let me ask you
further— o ) )

" Secretary Kewroge (continuing). I state in my note, and if you
will read it you will see that I covered that provision. You will
find it on page 39 of this paper known as Document No. 173:

Accordingly under the treaty of Berlin the United States has the absolute
right to apply the property in the hands of the Alien Property Custodian, or
any part of it, to the payment of the awards of the Mixed Claims Commission,
United States and Germany, and the awards of the Tripartite Claims Com-
mission, United States, Austria, and Hungary.

Senator Joxes of New Mexico. Let me ask you this: Was such
provision in that treaty contrary to any of the policies, traditional
or otherwise, of the United States with respect to dealing with alien
property ¢

Secretary KeLrLoce. You are just as good a judge of that as I am,
and I have no doubt know more about the history of what this
country has done in such cases than I do.

Senator Jonks of New Mexico. Let me ask you, then, whether or
not that provision in the Berlin treaty was considered i)y the State
Department as being in contravention of any traditional policy of
the United States at the time you entered into that treaty?

Secretary Kerroce. I assume not, or else Mr. Hughes would not
have entered into it. I can not state what was in the mind of Mr.
Hughes, but I judge by the treaty that he did not think it was
contrary to the policy. But it must be stated in addition to that,
that that treaty did not compel the United States to take this prop-
erty. The question of the taking of this property was a question
left entirely to Congress under the congressional act under which
the properl%was taken by the United States.

Senator WapsworTr. Might it not be said that if there was any
change from what might be termed our traditional policy, that it
occurred when Congress passed the alien propert act%)

Se:_retary KeLLoge. I do not know that I quite understand that
question,

Senator WansworrH, Might it not be said that if any change took
place in our traditional policy it occurred under the Alien Property
Custodian act itself, an(f any negotiations carried on by the Secre-
tary of State after the conclusion of hostilities required that the
provisions of that act should be taken into account.

Secretary Kerroce. Oh, yes, and it was recognized that the prop-
e;‘ty should be held and disposed of by the Congress and by no one
else.
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-Senator Reep of Penndylvania. And the Knox-Porter resolution
showed the policy of the Congress; it was a clear indication to the
State ‘Department of the declared policy of the Congress.

Secretary KeLiroge. Yes. . L -

Senator Curtis. Did not the Supreme Court in somie case that
went up to it for final decision declare that we had the right te
confiscate this property if we so desired? .

Secretary KerLoca. Yes, :

Undersecretary WinstoN. Yes; and that we had done it.

Senator Curtis. But instead of taking advantage of that power
of confiscation, we have concluded to apply it to the payment of
claims, or to return the property to them. . : :

Secretary Krrrogs. The policy on that question is for the Con-
ress. But as to the legal right to take the property there can not
e any question, .

Senator Reep of Pennsylvania. May we not now pass on from
the attitude of Germany to the attitude of our associates in the war?
Some of us are very much concerned to know what the effect of this
law will be upon the claims of Great Britain, France, Italy, Belgium,
our associates, with regard to our right to continue to enjoy pay-
ment from the Dawes annuities.

Senator Jones of New Mexico. Ought that not to be prefaced by
a statement that these other governments——

Secretary KeLrLoge. I suggest that this should not be recorded.

The CHairmaN, The shorthand reporter will lift his pen.

(After a few minutes the recording of the proceedings was re-
sumed, as follows:)

Secretary Kerroce. Of cowrse I understand that the other gov-
ernments have arpropriated the alien property, and prior to the
Dawes plan I believe Germany did undertake or did, rather, com-
pensate her nationals for the loss of the property. How much she
compensated them, or how much was the value of the currency with
which she compensated them I can not tell you. It has been claimed
that the comfensation was in depreciated currency. I can not give
that because I do not know enough about it.

Senator Bayarp. In making the adjustment by the Allied Govern-
ments with Germany, they did it on the basis of the gold mark of the
value 23 cents plus, did they not?

Secretary KeLroaa. I can not tell you.

Senator Bayarp. What I have in mind, and I am diverting some-
what, is this: Was there not a rule established by our Mixed Claims
Commission, United States and Germany, that the mark should be
valued at 16 cents plus?

Secretary KeLroce. I can not tell you that. I have not kept tract
of the Mixed Claims Commission. My assistant tells me that that
arrangement covered certain bank deposits.

Senator Bavarp, If that were done it would be done by the Mixed
Claims Commission iiself and not by the State Department?

Secretary KrrLosa. There is the point, that Germany claims to
have compensated some of her citizens, and now claims that she is
entitled to offset that amount against the Dawes payment. And they
are arbitrating that matter now, but there has been no decision by
the arbitrators so far as I know,

28623—27—-3
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Now‘we are coming to something that I think should not appear
on the record. : : : ~

Senator HarrisoN. I should like to have a record of all these
things so that I might be able to go over them and study them.

Senator Reep of Pennsylvania. Then you certainly would not ex-
pect the Secretary of State to as frankly discuss the matter with us.

Senator JoNEs of New Mexico. I should like to have some kind of
a record made of this.

The CuarrmaN. The reporter will write this on a separate piece of
paper from his regular stenographic report and furnish it to the
clerk of the committee separate and apart from the report, but at the
time he delivers the report. :

Senator Georep. I understand it to be the present contention of
Germany that she has made compensation to certain of her nationals,
and that arbitration proceedings are now pending to determine that

vexl'}' guestion. :
ndersecretary WinstoN. That has to do only with relations be-
tween Germany and England. :

Mr. Puenix. She has claimed the right to credit on the Dawes
annuities all sums so paid since September 1, 1924.

Secretary KeLroge. She has not paid anything on account of ours,
for property that we took.

Senator Grorce. I understand you to say that Germany has
claimed that she has reimbursed her nationals.

Secretary KeLroce. As to Great Britain, Italy, and other nations,
but not to us.

Senator Jongs of New Mexico. Is it not reasonable to assume that
having reimbursed her nationals that as to those nationals she would
contend the same as to our country.

Secretary: KeLroce. I think so. : .

Senator George. As I understand it those reimbursements have
been made; not to her nationals on account of any claims against us.

Secretary KerLrogs. No. "

Senator GEorGe. But as against other countries?

Secretary KeLrLoge, Yes.

Senator Georee. But so far as the State Department is advised,
has she made any payments to her citizens?

Secretary KerLoce. On account of our nntionals?

Senator GEORGE. Yes?

Secretary KeLroce. Not that I know of.

- Senator Bavarp. In that connection I call attention that Repre-
sentative Mills in a speech said:

The German Government in the form of subsidies has already largely com-
pensated German shipowners for their losses and German shipowners are
better off than any other single class of payments,

Secretary Krrroae. I do not know about that.

Representative Miris. Interpreting my own statement let me say
that that was done in the form of subsidies rather than in the form
of direct compensation. ‘ -

Senator BAvarp. But it is tantamount to compensation for the
loss of ships taken by this count:y. ‘ ‘ )

‘Representative MiLrs, It would not be legal, because it is in the
form of a subsidy on ships now being built, rather than compensi-

A\ ]
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tion for ships seized ; and ds I understand, as far as those claims are
concérned it is about 1 per cent of the claim and that is in some
eases, and in some others not more than 4 or 5 per cent. »

Senator WarsoN. We are to receive a certain percentage of the
total reparation sum, are we not? :

Secretary Kerroca. Yes. A . .

Senator WarsoN. Suppose that Germany, by reason of reim-
bursement of her nationals for loss of property in England, France, -
Belgium, Italy, and these other countries, were to bring down that
reparation sum very greatly in the way mentioned, then we would
be affected by it, would we not? ‘

Secretary Kerroce. We certainly would be. .

Under Secretary Winston. If we win the arbitration it will
simply credit the amount to England, but it does not mean to us.

Secretary KeLroce. Do you mean on account of payments made
to other countries? :

Senator WarsonN. Yes. We are to have 21/ per cent of the whole
sum. Now, if that sum is cut down by reason of this arrangement
of German claims, then would it not affect the 21 per cent that we
get, :

Senator King., Yes; certainly.

The CHamrMAN. No; that is not the effect at all.

Senator WarsoN. I should like to have your interpretation of it,
Mr. Secretary.

Secretary Kerroge. The question is whether if the arbitration now
F)ending should be decided that Germany is entitled to credit on the

awes payments, the amount she has paid in reimbursing for alien
)r(l)pprty taken from her citizens by England, France, Italy, and

elgium— :

Senator Jones of New Mexico (interposing). Or in event we
should do so. '

Secretary KeLroge. Let me answer the other first. Whether that
would cut down the total out of which we could be entitled to our
21/ per cent. I should not like to answer that right off. Of course we
should take the position that that should be charged against those
countries’ portion and not against ours. On the other hand, of
course the Spa agreement made between the allied powers divided
up all payments by Germany, but did not take us into considera-
tion. So we had to get an agreement that out of the sums available
for distribntion and reparations we'should receive 2/ ‘)er cent,
and undoubtely the allies would make claim that the wino e of the
reparations must be reduced, and that therefore our amount would
be reduced. It certainly would not be fair to us, but I do not know
what the arbitration will decide. Do you want me to finish my state-
ment here this morning? . '

The Crammmax, If you will, and then we will take a recess.

In my dealings with the various Governments about our receiving
our priority for Army costs and the 214 per cent which we finally
got—I was instructed to accept that amount if we could not get any
more, and as"you know. it took us a long while to get that—the
Government that most strenuously objected was the British Govern-
ment. Mr. Churchill insisted that we were not entitled to anything.

o .
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Varﬁing;,- asmounts were discussed during our negotiations; and we
finally said, after trading back and forth, that we would not accept
anything less than the percentage équivalent of about 45,000,000 gold
marks. . This. worked out to approximately 214 per cent, and we
agreed on that figure. The other Governments seemed to be favor-
able to our receiving a proportion. They said of course they were
not going to be Eal in full or anywhere near it under the Dawes
;f)lgm. payments, but nevertheless they thought we ought to have a
air proportion of such payments to cover our claims.

Senator Jones of New Mexico. Did not that come about in this
way: Under the Wadsworth agreement, which was ratified by all
Governments except France, we were to be repaid our $255,000,000
in about 12 payments. ‘ ' :

Secre.taryq{mmm. Yes. .

Senator Jones of New. Mexico. And if any defanlt should be
made in the first four of those payments it should be added on to
the other eight, and at the end of 12 years we would get our
$255,000,000. Then did not the State Department of our Govern-
ment express its willingness to divide that payment with American
claimants, and that they were to extend the payment, without inter-
est, of the cost of maintenance of our Army in Germany, to a period
of 24 years, and throngh that process they obtained an agreement for
234 per_cent? But upon the whole the Reparations Commission was
not to be charged with any greater sum than it would have been
charged with under the Wadsworth agreement. So we have just -
surrendered from the payment of our Army costs the amount of
money which we are willing to pay over to the American claimants;
isn’t that our arrangement, how the arrangement was brought about ¢

Secretary Kerroge. No.

Senator Jones of New Mexico. And is not the effect of it, too, to
extend over a period of 24 Jears the payment of our Army costs,
without interest, and this Government is giving us that much by
way of getting some compensation for American claimants from the
214 per cent? . .

%ecret,ary KeLLogg. I never heard of any such discussion,

Senator Jones of New Mexico. Is not that mentioned in your
letter to the British ambassador, or Mr. Churchill?

Secretary Kerrooe. No; I do not remember any such discussion as
that, but if there was, it is all in this document.

Senator Jones of New Mexico. My recollection is that it is so.

‘Secretary Kerroce. If you can show it to me, all right, but I do
not remember any such discussion. '

. Senator Epce. The fact of it was that France would not agree to
the Wadsworth agreement.

Secretary Kerroga, That is true.

Senator Epce. So there was not any Wadsworth agreement.

Secretary Kerrooe. I undertook to get all we could for Army costs,
and was finally instructed, as the correspondence shows there, by
Mr, Hughes—— _ ‘

Senator JonEs of New Mexico. Does that correspondence show it?¢

Secretary KerLLoge (continuing). I was finally instructed by Mr.
Ht(lighes to accept 55,000,000 gold marks a year for the Army costs
and 21/ per cent for the other.

-
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The Cuamrmax. The committee will now stand adjowrned until
Monday morning at 10 o’clock in this reom.

Secretary KeLLoae. Is there anything more that you want with
me Senator Jones?

Senator Jones of New Mexico. Yes; there is.

Secretary Kerroce. I wish you would tell me in advance what it is,
so I may look it up.

The CxaikmMaN. The committee now stands adjourned until Mon-

day morning at 10 o’clock.
(Whereupon, at 12.10 p. m,, the committee was adjourned until

Monday morning, January 10, 1927, at 10 o’clock.)
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MONDAY, JANUARY 10, 1927

. UNITED STATES SENATE,
Comwrrrere oN FINaANCE,
Washington, D. C.

The eommittee met, pursuant to adjournment on Saturday, at
10 o’clock a. m., in room 312, Senate Office Building, Senator Reed
Smoot (chairman) presiding. ' , ,

Present: Senators Smoot (chairman), McLean, Curtis, Watson,
Reed of Pennsylvania, Ernst, Edge, Shortridge, Jones of New
Mexico, Harrison, King, Bayard, and George. ‘ . :
. Present also: Representative Mills, of New York, and Under
Secretary of the Treasury Winston. '

The Cuamrman. If the committee will come to order we will pro-
ceed with the hearing. When the committee adjourned on Saturday
Secretary Kello%g was meking a statement in relation to the pro-
visions of the bill, and if the gena,tors are ready now to proceed we
will be glad to hear further from Secretary Kellogg.

STATEMENT OF HON. FRANK B. KELLOGG, SECRETARY OF
: . STATE—Resumed .

Secretary KeLroce. Will Senator Jones tell me whether his ques-
tion, propounded just before we adjourned on Saturday, included
. the matter of confiscation? S

Senator JoNEs of New Mexico. No; I asked about the policy of
the United States with respect to disposing of the German property
we have seized, in accordance with the provisions of the Berlin
t{leaty. Confiscation, I take it, may be quite a different thing from
that. : : :

Secretary Kerroce. I do not know of any other treatly that this
Government has ever liad like the Berlin treaty. As I stated on
Saturday, there is no question but what the treaty gives the United
States the right to take the alien propert%: and apply it in payment
of American claims against Germany. That is also a principle of
igternational law. I think that is the only answer I can give to
that. ) ‘

Senator Curtis. You might go further and state that the Su-
preme Court of the United States decided in the Chemical Founda-
tion case that. we had the right to confiscate the property.

Secretary Kerroca. That we had the right to.take the property
and apply it on claims; yes. I stated that on Saturday.

Senator Jonks of New Mexico. And that was the purpose of in-

corporating into the Berlin treaty the provisions of the Knox resolu-
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tion, and the treaty of Versailles, so far as they related to that
question ?

Secretary KeLroce. Undoubtedly that was one purpose.

Senator Jones of New Mexico. Was that contrary to any tradi-
tional policy of the United States, so far as you know ?

Secretary Kerroge. I do not see how I can answer that question.
I have not had time since Saturday, with the other things burden-
ing me, to go into the history of that matter. You will find in the
hearings by the House committee on the Mills bill, which preceded
the hearings on this bill, at page 155 and subsequent pages, some
discussion of that subject, but I have not even ha(é time to examine
it. You have a copy of those hearings, but I have not had time
to read them.

Senator Jones of New Mexico. Yes; I have a copy of those
hearings. ‘ C '
" Secretary KeLrooe. Now, I also refer you to a publication headed
% Selected Topics Connected with the Laws of Warfare,” (in'epared
léy Joseph R. Baker and I.ewis W. McKernan, published by the

overnment Printing Office, which you can get there. I have only
one copy of it. It contains a long discussion, but I have not read it.
There may be something in it that would throw light on the question
propounded by Senator Jones. But, as I have said, this is the only
copy I have and I could not leave it with you. But you could get
it from the document room or the Government Printing Office.

- The CuairmMaN. I suggest, Senator Jones, that inasmuch as the
Secretary can not leave his one copy with you, that you will have
no trouble in getting a copy.

Senator Jones of New Mexico. Let me see what it is.

Secretary KerLroce, Here it is. :

Senator Curris. What is the number of the document?

Senator Jones of New Mexico. It is entitled “ Selected Topics
Connected with the Laws of Warfare,” as of August 1, 1914, pre-
pared by Joseph R. Baker and Lewis W. McKernan, June, 1919,

. Secretary Kerroge. I have never examined it, Senator Jones.
- Senator Curtis. Has it a document numnber on it?

Secretary KeLroce, It has not. 3

Senator JoNks of New Mexico. It appears to contain a discussion
of enemy property in belligerent territory, beginning on page 150
l(:f this document. I have not seen it, and the Secretary says he

as not. - : ' o

- ‘Secretary KrrLoce. Senator Jones also asked for a report of the
second committee of experts, and I have a copy of it here which I
will leave with the committee. -

- (The printed document referred to was indentfied by being
marked “ Exhibit No. 1, Secretary Kellogg.”) -

The Crammman. Mr. Alvord, will you just take that document
and get some copies so as to send one to Senator Jones and any
other's who may wish a copy. ~

Senator JonNes of New Mexico. Now, Mr. Secretary, in the Berlin
treaty or rather that part of the Berlin treaty which is known as
the Xnox resolution, 1t is provided that this alien property shall
be retained by the Government of the United States until suitable
provision has been made for the payment of the American claims.

-
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I will ask you whether or.not there was ever any correspondence
between the United States and German Government, or between the -
State Department of our Government and any representative of '
the German Government, with reference to making suitable pro- :
vision for the payment of American claims.

Secretary KerLLogg., The only correspondence is given in Senate ;
Document 173, which 1 sent to the Senate December 13, 1926, and ‘
which is the correspondence between the German Government ask-
ing for a return of the property and my answer thereto, as well
as the German Government’s reply to my note. That is all,

The CHairaan, At what page in the document does it begin?

Secretary KerLrnoca. It begins on page 34 of Document No. 173,
Then, of course, there was a long correspondence between Mr.
Hughes and the German Government about the claims agreements,
which begins on page 14 of Senate Document 173.

Senator Jones of New Mexico. I observe in Senate Document 173
that there is a tentative draft of the agreement for a mixed claims
commission, but there does not appear in that document the agree-
ment which was finally executed by the State Department and the
mresentative or representatives of the Germany Government.

ere is the mixed claims commission agreement finally agreed to?

Secretary Krrroae. Twenty-five copies were sent over to the com-
mittee on Saturday. .

Senator Jones of New Mexico. May 1 have one? ,

Secretary KeLnoca. It is « Treaty Series 665.” :

Senator McLEaN. I see that it is here right before each of us on
the table.

Senator JonNes of New Mexico, All right. Before adverting to
that instrument I desire to. call attention to the fact that Senate
Document 173, which has been referred to by Secretary Kellogg, so
far as I have been able to ascertain, contains nothing bearing upon
the question of a suitable provision for the payment of American
claims. Is that true? Is there anything in Senate Document 1738
vgh.ich ?makes reference to the manner of payment of American
claims : ~

Secretary Keriocs. I have not read that correspondence for some
time, but I do not think there is.

Senator JoNEs of New Mexico. May I ask if the State Department
has ever made any attempt to agree with the German Government
upon that provision of the Knox resolution which provides that the
German property shall be retained by the United States until suitable
provisior is made for the payment of American claims?

Secretary Kevroaa. The only arrangements I know of were those
made during Mr. Hughes’s administration, whereby the Government
of the United States was to receive pay for its Army costs and 214
per cent of the Dawes payments to apply on American claims.

Senator JonEs of New Mexico. Do you want us to understand
that we had no agreement with the German Government regarding
the distribution of funds under the Dawes plan?

Secretary Kertoce. No; we had no agreement with the German
Government of that kind., ‘

Senator JoNes of New Mexico. Then are we to understand that
this Government has made no effort to bring about an agreement
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between the United States and the German Government providing
for suitable ?(rovision for the payment of American claims?

Secretary Krrroee. That is, do you mean, to negotiate with the
German Government for the payment of those claims to us directly?

Senator JonEs of New Mexico. Or in any other way, for payment
to us directly or otherwise. '

Secretary Kerroaa. Not that I know of.

Senator Curtis. If I may interpose right there, let me say: As
I understand it that whole question is in the hands of Congress.
We reserved to ourselves the right to dispose of the seized property
gpg to use it in anyway we pleased in the settlement of these

ebts.

Secretary Krrioce. Absolutely.

,dSenator Curris. And therefore it is wholly in our hands to de-
cide it. ‘

Secretary KerLoge. In the hands of Congress to decide it.

Senator JoNes of New Mexico. That is precisely the point which
I wanted to know about.

Secretary KeLroga. It is entirely in the hands of the Congress
as to what you shall do with this seized property.

Senator Jonks of New Mexico. Then there has been no effort
made by the State Department to bring about an agreement with
Germany with respect to the manner of payment of American
claims, and the State Department has felt that that was a question
resting with the Congress; is that true?

Secretary Kerroce. The State Department has felt that the United
States had the right to hold this property; that the question of
whether Congress would app}iy it 1n payment of claims was one
entirely for the Congress to decide. It was reserved to Congress
by the act taking over the alien property, and has been ir. no way
interfered with by any treaty provision.

Senator Epce. May I interject right there: On the other hand,
the State Department has been represented unofficially at various
conferences, whose action might have a bearing upon the distribu-
tion of these assets and their return. ‘

Secretary KeLroce. Oh, yes; the State Department was represented
at the Paris conference, where the agreement was made for the
payment of certain sums to the United States out of Dawes annui-
ties, for the payment of Army costs and the American claims.

Senator JonEs of New Mexico. But not at any conference in which
Germany was officially represented. '

Secretary KeLroge. No: Germany was not represented at the
Paris conference. The United States was represented, but not by
an official delegate, at the London conference where the Dawes plan
was put in force. '

Senator Jones of New Mexico. And there was no agreement be-
tween the United ‘States and Germany that the Dawes plan should
go into effect ?

-Secretary KeLroce. No., -

Senator JonEes of New Mexico. I observe in the Knox resolution——

The Cuamman (interposing). Just before you ask that question
let me inquire: Do you contend that Germany should have had a
voice in that ? :

- |
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" Secretary KeLuoce. Germany did have her representatives present
at the London conference. S ‘

'The Cuairman. I thought you said she was not represented.

Secretary Kerrooc. I said she was not represented at the Paris
conference. ' ' . .

Senator Jones of New Mexico. He said the United States had no
official delegates, I notice by the Knox resolution, which became a :
part of the Berlin treaty, that it was agreed also that this prol)e.rty S
should be retained by the United States until American claims. =
against Austria and Hungary should be paid. T ask you to state
what has transpired between the State Department and Germany., or
anybody else, with reference to the adjustment of claims against "
Austria and Hungary. . o

Secretary Kernroce. Well, a claims commission has been created
similar to the German Claims Commission, for the settlement of
claims by the United States against Austria and Hungary. I can
not give you now the status, as to how much work they have done
on that, but I can prepare it and send it up if you desire,

The CuHArRMAN. I just suggest that we have loaned Austria
$20,000,000 as a new indebtedness followinf the war.

Secretary Kerroge. I do not remember how much we have loaned
her, but Congress authorized a loan to Austria, and I think also a
postponement of our claims.

Senator JoNes of New Mexico. In using the expression “our
claims,” do you mean American claims or claims of the American
Government ¢

Secretary Krrroce. Of the American Government. I do not
remember the amount that was loaned, but your own legislation will
show that.

Senator Joxes of New Mexico. I do remember the fact that we
made a loan to Austria.

The CramMaxn, And I think it was $20,000,000.

Senator Jones of New Mexico. I do not remember, however, that
the Congress ever decided to postpone any claims of American
nationals against Austria or Hungary. ' If I am in error about that
I should like to be corrected. . .

Secretary KeLroge. I would not say, Senator Jones, that they post-
poned them. My recollection is, and I am speaking only ?rom
recollection, that they subordinated them to that. I can look it
up if you desire,

Senator Jones of New Mexico. I think it important that we have
that in the record right now, what provision was made, if any,
regarding the payment of claims of American nationals against
Austria and Hungary. .

Secretary KeLLoge. If you want me to send up the claims conven-
ti(;n and the act of Congress, and what was done under it—is that
it ¢ ‘

Senator Jongs of New Mexico. Yes,

Secretary Kerroga, I will see that that is done. '

The Cratkman. Do you wish it put in the record at this point when
received ¢

Senator JoNEs of New Mexico. Yes. »

The CuammaN, The shorthand reporter will make a note ac-
cordingly.
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~ Senator.HarrisoN. Would it niot be well to state in that connection
what were the reasons for the loaning of money at the time?

Séeretary Kevroeo. 1 could not tell you that. :

“Senator Harrison. My recollection is that it was to quiet Bolshe-
vism, to-prevent Austria from going over with Russia.

Secretary KerLroge. I do-not remember the debates in Congress
although I-think I was there when it was done.

, Senator Jones of New Mexico. Have you any record or informa-
tion as to the amount of the claims of the American nationals against
Austria and Hungary? ' .

-Secretary KeLroea. We probably can give you a list of claims that
already have been filed before the commission. But as the time for
filing has not expired there may be other claims filed.

Senator Jones of New Mexico. Conld you give an estimate as to
the amount of the claims already filed? ,

Secretary Kervroge. I could not give you any estimate to-day, but
I could send it up. Mr. Phenix thinks that Mr. Bonynge, who is the
American agent, testified before the House Ways and Means Com-
mittee as to the amounts of those claims. -

Se?nator Joxts of New Mexico. Will they amount to a considerable
sum : ‘ .

Secretary KeLLoce. I presume they do, but I have not looked into
that matter. .

Senator Jonks of New Mexico. What property of Austria and
Hungary, or the nationals of Austria and Hungary, is in the custody
of the United States, if any?

- Secretary KeLLoge. That is also shown, Mr. Phenix tells.me, in the
testimony taken by the House Ways and Means Committee, but I
would have to go te the Alien Property Custodian to find out about
that,l and I have nothing to do with the Alien Property Custodian
at all. '

The CHarman. In the Annual Report of the Secretary of the
Treasury, at page 33, and this report being for 1923, a full state-
ment is made. .

. Secretary KrrLrogae. Those records are not in my office.

The Cuairmax. It is short, and perhaps I might just as well read

it right here:

Among the obligations received from the United States Grain Corporation
on account of sales of flour for relief purposes under the act of March 80, 1920,
is one of a series of Austrian Govermment bonds ‘of a ‘fuce value of $24.055.-
708.92, designated as “ Relief Series B of 1920, described on page 28 of the
annual report of the Secretary of the Treasury for the fiscal year ended June
80, 1922. On Februavy 20, 1923, the Reparation Commission released from
reparation claims for a period of 20 years certain assets and revenues of the
Austrian Government, in order that they might be used as security for the
Austrian Government guaranteed '20-year loan, maturing in 1943, issuing
pursuant to a plan for control of Austrian finances embodied in three protocols
signed at Geneva on October 3, 1922, All governments holding relief obli-
gations were asked to take similar aetion with respect to the charge enjoyed
by these bonds. In this connection, acting under the authority conferred by
the joiut resolution passed by Congress and approved by the President on April
6, 1922, copy of which also appears on page 23 of last year's annual report,
and pursuant to advices received through the Department of State, the Secre-
tary of the Treasury. on behalf of the United States, on June 9, 19238, for-
mally extended to June 1, 143, the time of pavment of the principal and
interest of the Austrian obligation held by this Government and consented to




-

RETURN OF’ ALIEN: PROPERTY S |

subordinate the .lien of the obligation upon such assets and revenues of the
Austrian Government to that of the Above-described loan, without prejudice,
however, to the priority over costs of reparation to which the obligation is
entitled. ' o

Senator Joxes of New Mexico. That has nothing to do with the
point I had in mind. )

The CHalemaN. I thought you asked for the value of the claims?

Senator Joxes of New Mexico. I referred to claims by American
nationals, and the property in the custody of the United States belong:-
ing to Austria and Hunﬁa.rfr or their nationals. That article just read
by you relates only to the loan which we made to Austria.

S‘;cretary Kruioce. I suppose Mr. Bonynge can give you the
amount of claims filed before the Claims Commission, and the Alien
Property Custodian could give you the information as to the prop-
erty in his hands. Of course, I have no such information in my office.

enator HarrisoN. Senator Jones, before you proceed may I inter-
pose a question. ' ,

Senator Joxes of New Mexico. Certainly.

Senator HagrrisoN. Senator Smoot, did I understand that the loan
was for $20,000,000 worth of grain furnished by us, for which
Austrian bonds were taken? '

Under Secretary of the Treasury Winstox. That is correct.

Senator HarrisonN. It was not money that we loaned, but for
grain that we bought and sent. over there.

Senator Reep of Pennsylvania. It was to the same effect. We sent
them grain soon after the armistrice in order to give them immedi-
ate relief. They had the grain, which this country had purchased,
and it was the same as if we had loaned them the cash with which
to pay their debts. ,

enator Harrison. Yes, but in fact it was for grain that we sold
them. It was at a time, too, when the price of corn and wheat was
wag! down, and we wanted to help the corn and wheat growers. .

senator JoNEs of New Mexico. I am just informed that the amount
of Austrian sroFert held by the Alien Property Custodian is in the
neighborhood of $12,000,000, estimated. . Have we any record of the
claims against Austrin and Hungary on behalf of American
nationals? N : :

Secretary KewLocs. I have no doubt the claims commission has a
record of all claims vhat have been presented. If you wish, as I
stated before, I will have those claims scheduled and sent up to you.

Undersecretary Winston. I might suggest that the time 'En' filing
claims before the Austrian-American Claims Commission has not
expired. That is the reason why we have not a full statement.

Secretary KeLroge. Yes; that is what I said a moment ago.

Senator Jones of New Mexico. Is there anything in theﬁlearings
before the House committee regarding this matter?

The CHaiRMAN. So far as I have been able to find up to this time
Mr. Bonynge’s testimony is on the matter of German claims. ‘

Secretary Kewroee, I do not know about, that. . ‘

Senator JoNEs of New Mexico. That was my recollection, although
I have not read all of the hearings before the House Ways and
Means Committee. Everything I have read in those hearings related
only to claims against Germany, and related to German property.

L L A
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Secretary Kerroeo. I do ot know about that, Senator Jones. I
did not appear before the House Ways and Means Committee, and
have never read their hearings. I have not had time. .

Senator Jones of New Mexico. The Berlin treaty provides that
we shall retain German property until the claims of our nationals
against Austria and Hungary shall be paid, or suitable provision is
made for their payment. Has there been any correspondence be-
tween the Uni tates and Germany with respect to that part of
the Berlin treaty?

The CramrmaN. Let me say right here that in another place in the
hearings I see that Mr. Bonynge does refer to the Austrian claims.

Secretary KeLroce. In the note to the German Government, page
34 of Senate Document 173, followed by my reply, you will find a
discussion of the rights of the United States to hold that property.

Senator JonEs of New Mexico. I understand that, but in that cor-
respondence, as I recall, no reference was made in your letter to the
I(_:‘ulerman ambassador regarding the claims against Austria and

ungary.

Secretary Kerroce. On page 39 of Senate Document 178 T said:

Accordingly under the treaty of Berlin the United States has the absolute
right to apply the property in the hands of the Alien Property Custodian, or
any part of it, to the payment of the awards of the Mixed Claims Commission,
United States and Germany, and the awards of the Tripartite Clalms Com-
mission, United States, Austria, and Hungary. The question whether this
property shall be so applied, is, under the trading with the enemy act and
under section 5 of the joint resolution of July 2, 1921, as incorporated in the
preamble of the treaty of Berlin, reserved to the Congress. No agreement has
been entered into by the Government of the United States which is in any
way inconsistent with the rights of the Congress in this connection,

I see the word “by ” seems to have been left out, and the print
reads “ entered into the Government of the United States.” Whereas
1St sho‘l’z’ld read “entered into by the Government of the United

tates. : -

Senator Jones of New Mexico. I remembered that statement in
Your letter, but in that letter there is no attempt made to enter into
an agreement with Germany with respect to the payment of these
Austrian claims. . .

Secretary KeLroge. No. As I say, the Claims Commission, Austria,
Hungary, and the United States, has been appointed, and the prop-
erty could be held under the Knox resolution and the Berlin treaty
to pay those claims if the Congress so desires. *

he Cramman. In further reading the 'frocee:dmgs I find that
Mr. Bonynge did refer to that matter, and I will just read it at
this point:

Mr. BonyYNGE. I have been asked to make a statement in reference to the
American-Hungarian claims. It is impossible for me to give you any estimate
as to what those claims will amount to. Under the agreement between
Austria-Hungary and the United States, the time for filing claims does not
expire until January 25, 1927, so that, of course, it is quite impossible for me
to tell how much they will amount to.

Mr. NewroN. Can you not give an approximation of the claims now flled?

Mr. BoNyYNGE. I can give an approximation of the amount of the claims
now filed, probably, but that would bhe a very small indication of what they
will ultimately be because the time has not expired.-

Senator HarrisoN. He says the time limit is January 25, 1927.

Senator SHorTRIDGE. Who fixed the time to be a sort of statute of

limitation, Mr. Secretary? . ,
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Senator Jones of New Mexico. I assume that there was corre-

-~

spondence betweén the State Department and the representatives of

Austria and Hungary with respect to the creation of & claims com-
mission to ascertain the amount of claims against those Governments,
was there not? ‘ ,

Secretary KerLroce. I do not know. I would have to examine the
correspondence to be able to tell you. It was before I was in office.

The CuairmaN. This statement says that Austria never seized
American property.

Senator JoNes of New Mexico. I am not talking about what
Austria seized, but am talking about the property of Austria or of
Austrian nationals seized by the United States, and about claims of
American nationals against Austria, and so on. It appears that a
claims commission has been created to ascertain those matters, and
that a number of claims have been filed, but we do not know the
amount or anything of that kind. I assume that there was some
correspondence between the United States and the Governments of
Austria and Hungary respecting the creation of this claims commis-
sion which I am now advised was created ; is that so?

Secretary KeLrooe. I presume there was.

Senator Jones of New Mexico. I think it would be advisable for
the committee to have that correspondence. :

?gceretary I)(ELLOGG. All right.

e p. —.

The Cuamman. Is that question propounded with the idea of in-
cluding in this bill any matters affecting Austria and Hungary, be-
cause it is not referred to in the bill at all{

Senator Jones of New Mexico. Inasmuch as you have the right to
hold that groperty, it is quite a signiﬁcant fact that it is not in-
cluded in the bill. Our treaty with Germany provided that we could
hold German property for the payment of those claims.

Senator SuortrRIDGE. May I again ask when these claims against
Austria and Hungary must be presented to the commission?

The CrArMAN. January 25, 1927, :

Senator SHorTRIDGE. Is that limit included in the act?

The Cuairman, It is in the claims convention.

Senator SrortriDGE. That was so as to claims presented against
Germany too, was it not?

Secretary Kerroge. Yes; it was the same.

Senator Jones of New Mexico. No; there was a time fixed in the
agreement for the creation of the Claims Commission to deal with

erman claims, limiting the period for the presentation of such
claims to six months. That was not in the act of Congress, however.

Senator SuorTRIDGE. That was what I wanted. ’

Senator JoNes of New Mexico. But it was in agreement between
the State Department and the representatives of the German Gov-
ernment,

Senator SHorTRIDGE. I asked the question because there are those
who claim that the time was altogether too short and that certain
claims which' the holders contend were meritorious were not pre-
sented in time and therefore were not considered.

_Senator Jones of New Mexico. And that they did not know about
the limitation.
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- Senator SHorTRIDGE. Yes; and. that the holders of those claims

. were not advised as to a limitetion of time within which to present

them. -
Secretary Kerroce. I think as to the German Claims Commission

it was fixed by the notes between Mr. Hughes and the German
Government. I think that is all in your record here.

-hSenator Jonges of New Mexico. I think you are quite correct about
that.

Secretary KeLroce. What notice Mr. Hughes gave to claimants
I can not tell you.

«Senator JoNEs of New Mexico. I was just going to ask about that,
whether or not there was any notice given to the public, to Ameri-
can clnimants, or rather those having claims, as to the period of
limitation which was fixed in the agreement between the State
Department and the German Government, regarding the limitation
of time for the presentation of claims.

Secretary Kerroca. Well, I could not tell you, but I understand
that everyone who wrote in to the Department of State was in-
formed, and it was generally stated, or advertised in the press.
But I should have to look that up to be able to tell you more
definitely. ' ‘ '

Senator JonNes of New Mexico. I should like to have put in the
record at this point any public notice given by the State Depart-
ment to American nationals regarding the creation of the Mixed
Claims Commission and the period og limitation for the presenta-
tion of claims. : .

Secretary KerLoca. I will furnish you all that we have,
¢ Senator JoNes of New Mexico. That will be satisfactery.

.+ Senator SHORTRIDGE. I have heard, as I now recall, that the com-
mission itself issued some notice.

Senator JonNes of New Mexico. I will include in my request any
notice issued by the Mixed Claims Commission itself to the public.

The CHairmaN. And that information when furnished will be
put in the record at this point, and the shorthand reporter will make
a note accordingly. .

See p. —.) :

Senator JoNes of New Mexico. This bill, as stated a moment ago
by the chairman of the committee, makes no reference whatever to
the payment of claims of American nationals against Austria or
Hungary, or any other countries-allied with Germany, and my recol-
lection is that in the treaty of Versailles, which was made a part of
the Berlin Treaty, provision was made that Germany should not only
be responsible for the claims against Germany but for Austria,
Hungary and all other allies of Germany during the war; is that
your recollection, Mr. Secretary? - ‘

- -Secretary KerLrLoge. I could not tell you definitely without looking
at the Treaty.

Senator Jones of New Mexico. Has anything been done with re-
spect to American claims against any of the allies of Germany, other
than Austria and Hungary? o

Secretary KeLrLoga. I do not know whether there ave any claims
against any other countries. S = L

Senator Jones of New Mexico. Then it would follow that so far
as you know nothing has been done in regard to any such claims.

~
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The CuairmMan, It would not act until after the time limit for the
filing of claims against Austria and Hungary. And the only other
g«rgvernment would be the Turkish Government and Bulgaria, 1

lieve.

Secretary Kerroce. I never heard of any claims against Bulgaria
and do not know whether there are.any or not. We never declare
war on Turkey, I might remind you, also.

Senator JoNes of New Mexico. It is true that we never declared
war on Turkey, but the Berlin treaty provided that Germany should
be responsible for the claims of American nationals against all of
the German allies, which would include Austria, Hungarf', and
Bulgaria, and Turkey, I believe, which were the German allies in
the war. What I should like to know is whether there are any such
claims, and what, if any, steps have been taken looking toward a
liquidation of such claims,

Secretary Kerroce. I do not know of any claims against those
countries, or any steps that have been taken. I have never looked
into it, but it has not been called to my attention.

Senator Joxes of New Mexico. I should like to make request, Mr.
Secretary, that an examinatien be made of the files in the State
Department so that we may know whether or not there are any such
claims, and what, if anything, has been done with respect to them.

Secretary KeLrLoge. All right. '

(See p. —.) . ) )

Senator Ence. It would scem to me rather diflicult to include in
the bill under consideration, H. R. 15009, any claims against Austria
and Hungary, or any other Government because of the method of
securing assets therefor to pay German claims. That is, German
property and reparations from Germany, and differentiating between
the 21 per cent being paid on this account, and money being paid °
direct for Army occupation, all of which forms a part of the debit
and credit in this bill. If we should introduce any other country
into the bill it would seemn to me to greatly disturb the scheme for
payment.

Senator JonEs of New Mexico. Does that fact disturb the Senator
from New Jersey ?

Senator Epce. It is not a question of disturbing the Senator from
New Jersey, but it is a question of trying to consider the bill now
before this committee in an orderly manner.

Senator JoNEs of New Mexico. As I take it. we are dealing with
this whole question of what shall be done with German property, and
Germany has agreed with the United States that this property
may be held until a decision is made, not only as to claims against
Germany, but against Austria, Hungary, and all other countries
allied with Germany during the war.

Senator Epce. I thoroughly understand that, but I understand the
Senator is leading up to the point of possible claimants against
August-Hungary, and T do not see how it could be included in this
bill unless there be a separate bill. .

Senator JoxEs of New Mexico. Well, if we are going to return all
of this German property without taking into cognizance the claims
which we have against Austria-Hungary, then are we not surrend-
ering a right which we obtained under the treaty of Berlin?
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Senator- Ence. That might be true, but it would seem to me that
the two would have to be handled in a separate way, even though we
were holding this security.

Senator Bavarp. Yes, but in this bill in the “ Declaration of
policy ” it says, “ In pursuance of established American doctrine.”
Are you not going to carry through this doctrine in regard to the
settlement of all the claims against these countries?

Senator Epae. Exactly, but you can not do everything at one
time. .

The CHarrmaN. By the mere fact of the passage of this bill you
can not relieve Germany.

Senator Engr. No.

Senator Jones of New Mexico. And that is one point in connec-
tion with this bill, inasmuch as this bill makes not provisions what-
ever for the payment of the claims of Americans against. Austria,
Hungary, Bulgaria, or Turkey, and surrenders all of the German

roperty, we surrender every means provided in the Treaty of
erlin for the payment of any such claims.

Senator Ence. I do not understand that.

Senator Reep of Pennsylvania. Could we not take that question
up with the Treasury Department, which ought to be able to give
us more specific information about it?

Senator Epce. I would like to have that cleared up, too, be-
cause I do not understand that we surrender all of this property.

Senator JoNes of New Mexico. Oh, absolutely. Something new
has been injected into the situation here. I have always under-
stood that the State Department dealt with foreign countries and
dealt with the question of reparations and so on, but we find in this
particular case that it is the Treasury Department that is dealing
with this subject. '

Senator Reep of Pennsylvania. Well, that is our fault. We took
the conduct of the alien property proceedings out of the hands of
the State Department or the War Department. We put it in a
se{)arate, inderll:,endent bureau, and then we mads that bureau lean
all over the Treasury Department in order to finance itself.

Senator Jones of New Mexico. Under what law?

Senator Reep of Pennsylvania. We required a bureau, the Alien
Property Custodian, to deposit all his receipts in the Treasury
and required the Treasury to continue special funds for it.

The CralrmaN. And make the investments of the funds?

Senator Reep of Pennsylvania. It is our fault, not the fault of
the department.

Secretary Kerroce. Well now, so far as the State Department is
concerned it carries on all the negoti tions with foreign countries.
The State Department has nothing to do with the administration of
the alien property. Congress has the sole power to dispose of that
property and to say what shall be done with the property or the

roceeds. This bill is not a bill prepared by the State Department.
never saw it until it came from the House of Representatives. The
State Department has nothing whatever to do with the bill.

Senator Jones of New Mexico. I observe in your letter of April

3, 1926, addressed to Mr. Green, chairman of the Ways and Means
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Committee of the House, and most of which appears on page 2 of
the hearings, the statement:

The bill has been prepared by the Treasury Department, and during its
preparation this department furnished the Treasury Department informally

with certain facts bearing on t'e situation, and also brought certain consid-
erations to the attention of that department.

Secretary KeLroge. That was not this bill at all, Senator. Pardon
me.

Senator Jones of New Mexico (continuing) :

It assumes that the Treasury and the legislative counsel of the House, who
collaborated in the drafting of the bill, gave due consideration to the data sub-
mitted by the department, and that the present draft represents the considered
judgment of those responsible for the preparation and introduction of the bill.
In these circumstances and since this department does not feel that it can
assume any responsibility for the form of the present draft, its legal suficlency
or the policy laid down therein, I prefer to make no comment on the bill now
under consideration.

That letter, of course, related to the so-called Mills bill, which
was under consideration by the House Ways and Means Committee
last spring.

Secretary Kerrose. Yes.

Senator Jones of New Mexico. I will ask you now if your con-
nection with the present bill is the same as that with respect to the
Mills bill?

Secretary Kerroce. I had no connection whatever with the present
bill. Before the present bill was framed the House committee, either
by vote or informally, I do not know which, asked for the corre-
spondence. I sent them all the correspondence, except certain corre-
s&)ondence with relation to the alien property between the Gerinan
Government and the United States, and that correspondence I sub-
sequently sent to the Senate when I got the consent of the German
Government, and they are both before you.

Senator Jonzs of New Mexico. That appears in Document 173.

Secretary Kerroce. Document 173; yes, sir, that is correct. I
had nothing to do with the framing of the bill or making suggestions
about it at all. '

Senator Jonks of New Mexico. Has there been correspondence
with the State Department by American nationals protesting against
the six months period of limitation fixed in the agreement between
the State Department and the German representatives, known as the
Mixed Claims Commission agreement?

Secretary KrrLroge. I could not tell you without an examination.

Senator JoNks of New Mexico. I wish you would have an exam-
- ination made of the correspondence of the State Department with
American nationals relating to their claims which are now barred
by the limitations fixed in the Mixed Claimis Commission agreement
an((lslet us ha\;e a summary at least of such correspondence.

ee p. —.

Senator WarsoN. Is it set forth specifically in the Berlin treaty?

Senator Jones of New Mexico. How?

Senator WaTtson. Is it set forth specifically that the claims of our
nationals? all be settled by this treaty and that thereafter there is no
recourse
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‘Senaor. JoNEs of New Mexico. There is no such provision as that
in the Berlin treaty. The only period of limitations ever fixed at
all was in the agreement between the State Department and the
representatives of the German_ Government which preceded the
Mixed Claims Commission, and I am not sure that it was contained
in that agreement as to the commission, but was a period agreed
upon in notes between the State Department and the representatives

- of the German Government. There was no authority of law for any

such limitation.

Secretary KerLoce. I think that was fixed by a note sent by M.
Houggxton by direction of Mr. Hughes in 1922. It appears in your
records.

Senator WatsoN. Does anybody know how many claims were not
filed within the fixed limitation

Senator Jones of New Mexico. That is what I am asking him to
give us, if he has the correspondence in the State Department with
such claimants.

Senator WarsoN. Well, does the Senator think that even though
they be consequential that that limitation could be extended in any
wag? Would there not be recourse against the German Government?

enator Joxes of New Mexico. Well, I am trying to develop the
facts here as to what has been done, and later on that will be un-
doubtedly a subject for discussion and consideration.

Senator SHorTRIDGE. 1 have been told, Senator, that there were
claims amounting to several millions of dollars formally filed or pre-
sented to the commission that the commission held they could not
consider because not filed in time.

Senator Warson. Without passing on the merits.

Senator SHORTRIDGE. No: could not consider them.

Senator Warso~N. Yes.

Senator SHORTRIDGE. And in a sense, rejected.

Sepator Warsox., But there is nothing in the treaty itself that
precludes the possibility of recovery against Germany if Germany
were willing to pay the claim, that is to say, this treaty does not
provide that all of these claims that ever are to be paid shall be
paid out of these proceeds.

Senator JoNes of New Mexico. That, I take it, is the effect of the
correspondence between the State Department and the German
Government, and at this point I think 1t would, be well to insert in
our record this agreement for the.creation of this Mixed Claims Com-

 mission and the correspondence in reference thereto, as appears in

this document Treaty Series, No. 665.
(The documents referred to contained in Treaty Series, No. 665.
are here printed in the record in full, as follows:)

AGREEMENT BETWEEN THE UNITED STATES AND GERMANY

FOR A MIXED COMMISSION TO DETERMINE THE AMOUNT TO BE PAID BY GERMANY IN
SATISFACTION OF GERMANY'S FINANCIAL OBLIGATION® UNDER THE TREATY CON-
CLUDED BETWEEN THE TWO GOVERNMENTS ON AUGUST 206, 1021 :

Signed August 10, 1922

Agreemeni:: The United States of America and Germany, being desirous of
determining the amount to be paid by Germany in satisfaction of Germany's
financial obligations under the treaty concluded by the two Governments ou

' -




RETURN OF ALIEN PROPERTY 49

Aungust 25, 1921, which secures to the United States and its nationals rights
specified under a resolution of the Congress of the United States of July 2, 1921,
including rights under the Treaty of Versailles, have resolved to submit the
guestions for decision to a mixed commission and have appointed as their
Menipotentiaries for the purpose of concluding the following agreement:

The President of the United Statés of Awerica., Alunson B. Houghton,
ambassador extraordinary and plenipotentiary of the United States of America
to Germany, and the President of the German Empire, Doctor Wirth, Chancelloy
of the German Empire, who, having communicated their full powers, found to
be in good and due form. have agreed as follows:

ARTICLE 1

The commission shall pass upon the following categories of claims which
are more particularly defined in the treaty of August 25, 1921, and in the treaty
of Versailles :

(1) Claims of American citizens, avising xince July 31. 1914, in respect of
damage to, or seizure of, their property, rights. and intevests. including any
company or association in which they are interested. within German territory
as it existed on Aungust 1, 1914:

(2) Other chiins for loss or damuge to which the United States or its
nationals have bheen subjected with respect to injuries to persons. or to prop-
erty, rights, and interésts, including any company or association in which
American nationals are interested, since July 31, 1914, as a consequence of the
war;

(3) Debts owing to Amerlean cltizens by the Germun Government or by
‘German nationals, i
ArTicre 11 >

The Government of the United States and the Government of Germany shall
ench appoint one commissioner. The two Governments shall by agreement
select an umpire to decide upon any cases concerning which the commissioners
may disagree, or upon any points of difference that may arvise in the course
of their proceedings. Should the wupire or any of the commissioners die or
vetire, or be unable for any reason to discharge his functions, the same
procedure shall be followed for filling the vacancy as was followed in appoint-
ing him.

Artricre 111

The commissioners shall meet at Washington within two months after the
woming into force of the present agreement, The may fix the time and the
place of thelr subsequent meetings according to pmweuience.

ARTICLE 1V

The commissioners shall keep an accurate record of the questions and cases
submitted and correct minutes of their proceedings. To this end each of the
Governments may appoint a secretary, and these secretaries shall act together
as joint secretaries of the commission and shall be subject to its direction.

The commission may also appoint and employ any other necessury officer or
officers to assist in the performance of its duties. The compensation to be
paid to any such officer or officers shall be subject to the approval of the
two Governments.

AptICLE V

Fach Government shall pay its own expenses, including compensation of its

own commissioner, agent, or counsel. All other expenses which Ly their nature

are a charge on both Governments, including the honorarium of the umpire,
shall be borne by the two Governments in equal moleties,

ABTICLE VI

The two Governments may designate agents and counsel, who may present
oral or written arguments to the commission.

The conunission shall receive and consider all \\rltten state aents or docu-
ments which may be presented to it by or on Lehalf of the cespective Gov-
ernments in support of or in answer to any claim.
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The decisions of the commission and those of the umpire (in case there may
be any) shall be accepted as final and binding upon the two governments,

ArTICLE VII

‘The present agreement shall come into force on the date of its signature.

In faith whereof the above-named plenfpotentiaries have signed the present
agreement and have hereunto afixed their seals,

Done in duplicate at Berlin this 10th day of August, 1922,

[sEAL.] . ArANsoN B. Hovaenron,

[sEAL.] WIRTH.
‘. [{Exchange of notes)

The Qerman Chanccllor 1o the American. Ambassador at Berlin

[Translntion)
No. IIT A 24561, FOREIGN OFFICE,
Berlin, August 10, 1922,

Mr. AMBASSADOR: In reply to your kind note of June 23, 1922, I have the
honor to state to your excellency as follows:

The German Government Is in agreement with the draft of an agreement
communicated to it tn the note mentioned, now that some changes in the text
have been agreed upon with your excellency., [ have the honor to transmit
herewith the draft modifled accordingly.

From the numerous conferences which have taken place with your excelleney,
the German Government believes itself justified in assuming that it ix not the
intention of the American Government to insist in the proceedings of the
commission upon all the claims contemplated in the Versailles treaty without
exception, that it in particular does not intend to raise claims such as those
included in paragraphs § to 7, annex 1, of article 244 of the Versallles treaty
(claims for reimbursement of military pensions pnid by the American Govern-
ment, and of allowances paid to Amerlean prisoners of war or their families
and to the familles of persons mobilized), or indeed claims going beyond the
treaty of August 21, 1921,

The German Government would be grateful if your excellency would confirm
the correctness of this assumption,

In the view of the German Government it would furthermore be in the
fnterest of both (lovernments concerned that the work of the commission be
carrled out ax quickly ns possible. In order to insure this it might be ex-
pedient to fix a perfod for the reporting of the claims to be considered by
the commission. The German Government, thevefore, proposes that the coms-
miission shoutd consider only such clalms as are brought before it within at
least six months after its tirst meeoting as provided in Avticle 111 of the nhove-
named agrecment,

I should be obliged to your excellency for a statement as to whether the
Ameriean Government is in agreement herewith, .

At the snme time I take advantage of this occasion to renew to you, Mr.
Ambassador, the assurance of my most distingulshed consideration.

Winrit.

The Ameriean Asbassador at Bertin to the German Chancellor

No. 128, AMERICAN EMBASSY, .
Berlin, August 10, 1922,

Mr. CuanceLror: I have the honor to acknowledge the rvecelpt of your

note of to-day's date transmitting the deaft of the agreement inclosed to you
in my note of June 23, ax modified as o result of the negotintions that have
been carrled on between us,

In accordunce with the instructions that [ have recefved from my Govern-
ment, I am authorized by the President to state that he has no ifntentlon
of pressing agafust Germany or of presenting to the commlission established
under the claims agreement any claims not covered by the treaty of August
26, 1921, or any claims falling within paragraphs b to 7, inclusive, of the
annex following article 244 of the treaty of Versallles.

A -~

.
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With regard to your suggestion that the commission shall only consider
such ¢laims as are presented to it within six months after its first meeting,
as provided for In Article I1I, I have the houor to inform you that I am now
in receipt of instructions from my Government to the effect that it agrees that
notices of all claims to be presented to the commisston must be filed within

the period of six months as above stated.
1 avail myself once more of the opportunity to renew to you, Mr. Chancellor,

the assurances of my most distinguished consideration,
A. B. Hougnron,

Doctor WIRTH,

Chancellor of the German Empire, Berlin,

Senator Watrsox. Senator, if it will not interrupt yousj is this 20
per cent that we ave retaining for the purpose of liquidating these
American claims sufficient to cover these claims that have not been
included ?

Senator Jones of New Mexico. By no means. And it is all in-
tended to be used in the payment of the claims which have already
been allowed by the Mixed Claims Commission.

Senator Suorrrinck, Does that correspondence fix the time, Sen-
ator?

Senator Joxes of New Mexico. This correspondence fixes the time,
and snys that “ all claims to be presented to the commission must be
filed within the period of six months as above stated.” That is after

“the first meeting, I believe, of the Mixed Claims Commission.

The Cuiairmax. I think you will find the great bulk of the claims
filed since are for loss of marks purchased by American citizens,
investments that were made over there and the loss on those invest-
nients,

Senator Jones of New Mexico. May I ask for further informa-
tion? I do not observe in these notes the agreement that the claims
of Americans which would be made in German marks should be
settled on the basis of 16 cents for a mark. Wiere is the note or
correspondence which fixed that provision? As 1 understand such a
proviston was agreed on. '

Seceretary Keniace, The State Department have no correspondence
on that subject. Whatever was done about that was done by the
Mixed Claims Commission.  You will have to ask them for that, I
can probably get the information from them for you. But I have
not had any correspondence on the subject at all. I am informed
that that pertains to certain bank deposits principally. I can not
state positively, Senator,

Senator Joxes of New Mexico. I would like to get into the record
at this point, if 1 may, some statement us to who did that, and what
it amounted to. T have had considerable correspondence bearing
upon that subject.

Senator Evce. Has the Senator completed that statement?

Senator Jongs of New Mexico. Yes.

Senator Epce. Recurring to the point I drew attention to a few
moments ago as to the retention of German property, if this bill
became a law, as I understand, it will be retmining a sum equal to
20 per cent of.all the German property for a period of approximately
24 years: is that not correct?

Senator Joxgs of New Mexico. Not at all, as I understand it,
Senator. It is applied at once. That is applied at once to the pay-
ment of claims allowed by the Mixed Claims Commission, and the
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Senator will observe that if he will scrutinize carefully the report
of the Ways and Means Committee of the House.

Senator Epnce. Well, I am reading from the report of the Ways
and Means Committee of the House, Report No. 1623, if I may
finish my sentence. :

Senator Jones of New Mexico. If you will look into the tabula-
tion on the last page—-

Senator Epce. I am reading from the tabulation on the last page.

Senator Joxes of New Mexico (continuing). You will find that
$104,000,000, which is applied to the payment of these American
claims, is made up of $40,000,000, which is assumed to be 20 per
cent of the value of the German property.

Senator Enae. The statement f make, if T may complete my sen-
tence, and which I think is correct, is that the Germans do not get
back all of their property within a period of 24 years, at least not
before that, and T am trying to make it clear by reading from the
last page of Report No. 1623 :

Total time required (approximate)—- Yoars
To pay off 234 per cent priority mixed claims, together with ifnterest
thereon and interest on deferred amounts. oo oL
To pay off principal of $124.330,000 with interest____ ... .. 1R
To pay off $25,000.000 unaltocated interest fund, without intevest___. 214

That would not enter into it, as T understand it. But that pro-
vides a period of 24 years during which time, if I correctly under-
stand the report and the terms of the bill, we are holding approxi-
mately 20 per cent of the (ierman property. So that in speaking
of the claims against Austria and Hungary or Turkey we certainly
have that credit within the control of the Government of the United
States. I simply wanted to make the point plain that 1 made.

Senator Joxes of New Mexico. Let me make this suggestion: If
the Senator will examine carvefully the report of the House com-
mittee he will obesrve that the 20 per cent of alien property is to be
applied at once to the payment of American nationals, and that
the German claimants themselvés are supposed to get a return of
that amount for themselves out of the 214 per cent of the Dawes
plan, and in that way there is appropriated out of the 214 per cent
of the Dawes plan an amount whick will go to the German owners
of property equal to their 20 per cent in 24 years.

enator EpGe. In a period of 24 years.

Senator Joxgs of New Mexico. Yes; or theredbouts.

Senator Enar. Yes.

Senator Joxes of New Mexico. But the Government of the United
States does not retain that 20 per cent in the meantime. It is paid
to American claimants, and could not in any sense be considered as
security for any claims against Austria-Hungary, or any claims of
American nationals who have not had an opportunity to present
their claims to the Mixed (‘laims Commission.

Senator Ence. I do not entirely agree with the Senator’s inter-
pretation. Whether we defer payments to the Germans for 24 years
or handle it the other way. we still have that credit.

Senator JoNes of New Mexico. No; by this bill it is appropriated
to the German claims and is not retained by the United States.

Senator Reep of Pennsylvania. Mr. Chairman, if I may interrupt
there. T do not believe I can quite agree with Senator Edge.

.
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The Cuamman. I can not either. S

Senator Reep of Pennsylvania, That the certificates of investment
in this special deposit fund which are issued to German nationals
are in any sense collateral for the payment of our claims against
Austria. :

Senator Epce, Perhaps not. '

Senator Reep of Pennsylvania. But I can not agree either with
Senator Jones that there is anything in the Berlin treaty which
enables us under a fair construction of the language of that treaty
to hold German property to secure the payment of claims against
Austrin, because the only reference to that right which is contained
in the Berlin treaty comes from section i of the Knox-Porter resolu-
tion, and that requires that we shall hold the property of Germans
and Austrians until their Governments shall, respectively, have
arranged for the payment of debts due to American nationals. Now,
I think the use of the word *“ respectively ” clearly indicated that
each body of property was to be held as sccurity for the respective
group of claims,

Senator SuortRIGE. You are reading from the treaty itself?

Senator Reep of Pennsylvania. Yes; from the treaty of Berlin.

Senator SxorTrIDGE. Precisely.

Senator Reep of Pennsylvania. And I do not believe that on a
fair construction of that treaty we have any right to hold German
property to secure Austrian claims, or vice versa. I think the use
of the word * respectively * which occurs several times in that long
paragraph makes it clear that there was no such right. I inject
this, Senator, only that we may not seem to acquiesce in the theory
as you stated, .

Senator Snorrringe. I am very glad that you did call attention
to the language of the treaty itself rather than our recollection of it,

Senator Jones of New Mexico. And at this point in order to
clarify the discussion I think it advisable to insert into the record
at this point section 5 of the Berlin treaty, and I call attention to
the language bearing upon this point.

Senator Suorrriee. Was it otherwise referred to in the treaty?
Is the subject matter which we have in mind otherwise or else-
where referred to in the treaty, or is it all within the section named ¢

Senator Joxks of New Mexico. Noj all within the section named.
And T do not think it will be necessary for me to comment on it
any further at this tiine,

Senator Watson, Well, it is to be inserted in the record.

Senator Jonks of New Mexico. It is to be inserted in the record at
this point.

Senator WarsoN. Yes.

(Section 5 of the Knox-Porter resolution, contained in Treaty
Series No, 658 is here printed in the record in full, as follows:)

NEc. 5. All property of the Imperial German Government, or its successor
or successors, and of all German nationals, which was, on April ¢, 1917, in or
has since that date come into the possession or under control of, or has heen
the subject of a demand by the United States of Americn or of any of its
officers, ugents, or employees, from any source or by any agency whitsoever,
and a}l property of the Imperial and Royal Austro-Hungarian Government,
or its successor or successors, and of all Austro-Hungarian nationals which
way on December 7, 1017, in or has since that Gate come into the posgession
or under control of, or has been the subject of n demand by the United States

-~
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of America or any of its oflicers, agents, or einployees, from any source or
by any agent whatsoever, shall be retained by the United Ntatex of America
and, no disposition thereof made, except as shall have been heretofore or
specifically hereafter shall be provided by law until such time as the Imperial
German Government and the Imperiali and Royal Austro-Hungarian Govern-
ment, or their successor or successors, shall have respectively made suitable
provision for the satisfaction of all claims against said Governments respec-
tively, of all persons, wheresoever domiciled, who owe permanent allegiance to
the United States of America and who have suffered, through the acts of the
Imperial German Government, or its agents., or the Imperinl and Royal
Austro-Hungarian Government, or its agents, since July 31, 1914, los., dumage,
or injury to their persons or property, directly or indirectly, whether through
the: ownership of shares of stock in German, Austro-Hungarian, American, or
other corporations, or in consequence of hostilities or of any operations of
war, or otherwise, and alse shall have granted to persons owing permanent
allegiance to the United States of America most-favored-nation treatment,
whether the same be nationul or othertvise, in all matters affecting residence,
busiiess, profession, trade, navigrtioi, commerce, and industrinl property
rights, and until the Imperial Cerman Government and the Imperial and
Royal Austro-Hungarian Goverrment, or their successor or suecessors, shall
have respectively confirmed to the United States of Americu all fines, for-
feitures, penalttes, and seizurvs imposed or made by the United States of
America during the war, whether in respect to the property of the Imperial
German Government or German nationals or the Imperinl and Royal Austro-
Hungarian Government or Austro-Hungarian nationals, and shall have waived
any and all pecuniary claims against the United States of America.

Senator WaTtson. Senator Jones, I am informed that Mr. Bonynge
in his testimony before the House committee stated that all of the
claims that the commission would have had the right to consider or
would have had jurisdiction over amounted to $3,700,000, and that
the great sum of claims over and above $3,700,000 they could not
have considered because of the want of jurisdiction owing to the
nature of the claims and not because of the limitation of time. That
is to say, for the depreciation of crowns, T think. He mentioned
three or four of those items here. That is Mr. Bonynge’s testimony
before the House committee.

Senator Jones of New Mexico. That is his construction of the
agreement creating the Mixed Claims Commission.

Senator Warson. Yes.

Senator Joxes of New Mexico. And which defines in certain re-
spects the jurisdiction of the commission.

Senator WarsoN. Yes; that is his construction.

Senator Jones of New Mexico. And I think that may be true, but
the point for this committee to consider, it seems$ to me, is a broader
question than that, because the Mixed Claims Commission was not
a creature of Congress, but was created between the State Depart-
ment and the Foreign Department of the German Government, and
its limitations fixed by that correspondence and agreement and not by
any act of Congress. That Claims Commission had no jurisdiction of
Austria’s and Hungary’s claims. And I may finally reach the con-
clusion that the decision of the Mixed Claims Commission as to its
own jurisdiction is within the agreement made between the State
Department and the German Foreign Office, but I do not think that
that relieves this committee from examining the question as an
original question.

Senator WarsoN. Did this commission ever decide squarely that
they had no jurisdiction over the Austrian claims?
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. .Senator Joxes of New Mexico. I doubt if that question was ever
put up to it, because the agreement creating the commission mades
reference only to claims against Germany.’

Senator WarsoN. Yes.. , '

Secretary KevLroce. I think you will find the position that I
took as to the right to hold German alien property as security for
claims against Austria-Hungary is stated in my note to the effect
that the United States has a right to hold that property as security
for both the German claims and the claims against Austria and
Hungary. And if the Governments respectively should pay these
claims then of course the property could be released. But you
have a right to hold it. .

Now does the committee want anything more of me? I have
verv important engagements at 12 o'clock.

Senator Joxes of New Mexico. I just wish to add that I think the
Secretary has clearly stated the views which I entertain with respect
to the right of the United States Government under the Berlin
treaty to hold that property for the payment of claims, as stated
by the Secretary. :
Secretary KeLvoea. There was one other thing that Senator Jones
asked. T have not had a chance to personally examine it. But to
give a list of cases where the President. without the ratification by
the Senate, had entered into claims agreements of protocols settling
claims, by United States citizens or the United States against for-
eign countries. And I have had prepared and will complete the
examination if this commiitee desires, 2 memorandum here which I
will simply leave with the reporter to insert in the record. I can
not discuss it because I have not looked into it. I understand a
different rule in some cases exists where, of course, the claim is
against the United States, because there you would have to have an
appropristion by Congress to pay it.

The memorandum presented by Secretary Kellogg for the record
is here printed in full, as follows:)

DEPARTMENT OF STATE, January 10, 1927,
The NECRETARY !

The Government of the United Ntates does not seem to have followed a con-
sistent procedure for the settlement of claims against foreign governments.
In some cares claims conventions have been submitted to the Senate for advice
and consent, In other cases such agreements have not been submitted to the
Senate. An examination of Malloy's “ Treaties, Conventions, Internationsal
Actxs. Protocols, and Agreements hetween the United States and Other Powers ”
and of Moore's “ International Arbitrations ™ indicates that the advice and
consent of the Senate has not been requested in the following cases: .

ll’;ggogol between the United States and Venezuelaz, May 1, 1852. (Malloy,
. .

* Protocol between the United States and Brazil of March 14, 1870. (Moore,
pp. 1783 to 1747.)

Agreement between the United States and Spain of February 11-12, 1871.
(Malloy, pp. 1661 to 1664.)

Convention between the United States and Colombin of August 17, 1874.
(Moore, p. 1443.)

Agreement between the United States and Spain of February 27, 1875.
(Malloy, p. 1664.)

Protocols between the United States and Haiti of May 28, 1884, and March
20, 1885. (Malloy, pp. 932 to 935.)

. Protocol between the United States and Haiti of May 24, 1888. (Malloy, p.
935.)
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Protocol between United States, Great Britain, and Portvgai of Jume 13,

*1891. (Malloy, p. 1460.)

Protocol between the United States and Mexico of March 2, 1897. (Malloy,

p. 1180.)
Protocol between the United States and Ch;le of May 24, 1897.- (Malloy,

p. 190.) . S
Protocol between the United States and Peru of May 17, 1808, (Malloy,

p, 1443.) .
'Protocols between the United States and Haifti Qt October 18, 1809, and June

30, 1900. (Malloy. pp. 936 to 939.)
Protocol between the United States and Guatemala of Februsary 28, 1900.

(Malloy, p. 871.)
$rotocol between the United States and Nicaragua of March 22, 1900. (Mal-

low. p. 1290.)
Protocol between the United Stutes and Russia of August 26 (September

8). 1900. (Malloy, p. 15632.)
’rotocol between the Unitcd States and Salvador of December 19, 1901,

(Malloy, p. 1568.) .
Protocol to which the United States was a party at the conclusion of the

so-called Boxer troubles., September 7, 1901. (Malloy, p. 2008.)
Protocol between the United States and Mexico of May 22, 1902, (Malloy,

p. 1184,) -
Protocol between the United States and Brazil of September 6, 1902. (Malloy,

p. 152,)
Protocol between the United States and the Dominican Republic of Janu-

ary 31, 1903. (Malloy, p. 414.)
Protocol hetween the United States and Venezuela of February 17, 1903.

(Malloy, p. 1870.)
Protocol hetween the United States and Venezuela of February 13, 1909.

(Malloy, p. 1881.)
Protocol between the United States and Venezueln of August 21, 1809.

(Malloy, p. 1887.)
Protocol and exchange of notes between the United States and Venezuela

of September 9, 1909. (Malloy, p. 1889.)

In addition to the foregoing cases there are, of course. muny individual
claims which have been presented and settled through diplomatic channels by
the Department of State.

Secretary KerLoca. Now, if there is any further information with
relation to that that the committee wants I will be glad to give it.
At present, if the committee will excuse me, I would very much
like to go, because I have very important engagements this morning.

The Cuamrman. If there are no further questions the Secretary
may go.

Senator Jones of New Mexico. I observe this statement which
the Secretary has just offered for insertion in the record contains
a number of cases in which the agreements between the United States
and other powers have been entered into with respect to the settle-
ment of claims by American nationals and these other countries
without the concurrence of the United States Senate,

Secretary KeLroae. Yes.

Senator Jones of New Mexico. I would like for him to have
some one in the department make up a list of such actions by the
Government wherein the concurrence of the Senate was had.

Secretary Krrroce. I will have that done. You asked the other
da{SfOI' these )cases. so I had these prepared.

(See p. —.

Senatgr JonEs of New Mexico. Yes. Thank you for them.

Secretary KeLroce. Of course, naturally, if a claim is settled
against the American Government there would have.to be an appro- -
priation by Congress to pay it.

-
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The CHairmaN. Thank you for coming here, Mr. Secretary.
Now we will hear Mr. gVinston.

STATEMENT OF HON. GARRARD B. WINSTON, UNDERSECRETARY
{‘Il!.l%Ac%g%GE OF FISCAL OFFICES), DEPARTMENT OF THE
S

The CrairMaN. If you have any particular statement to make in
relation to this bill as affecti.g the Treasury Department or the atti-
tude of the Treasury Department in relation to it I would like to
have you do so now.

Undersecretary WinstoN. I would like to make some comments on
this if I may. We are up against a purely practical situation, It
is all very well to talk about what is the ideal thing, but what Con-
gress has to decide is what is the practical thinﬁ. ,

Senator Jones of New Mexico. Well, now, Mr. Winston, you say
that we are u{) against an impossible situation.

.bIlJndgrsecre ary WinstoN, Well, I mean this country. Not impos-
sible, sir.

Senator Jones of New Mexico. Well, a confusing situation, or
whatever word you used.

Undersecretary WinstoN, Yes,

Senator Jones of New Mexico. I would like to know whom you
include in that expression “ We.”

Undersecretary WinstoN. Well, I was referring to Congress, to
the administration, to the American claimants, the German property
owners, and the German shipowners. All of the people who are in-
volved in tiis question.

Senator Jones of New Mexico. Well, I would like to know for
whom he is talking here.

Undersecretary WinsToN. I asked permission to make comments
on this problem, and this is the expression of my opinion,

Senator SHoRTRIDGE. The chairman invited him to make some
comments,

Senator JoNes of New Mexico. Well, of course, I have no objec-
tion to that, and, if you prefer, I am willing that you should go
ahes:id with your statement and then I will interrogate you after-
wards.

Senator King. Of course, I might suggest that we might want
to have other men come and make their comments who have entirely
different views, and have views maybe of as great importance to
the committee as Mr. Winston’s. '

Senator Rerp of Pennsylvania. And when they come let us hear
them and not start to cross-examine them before they finish their
first sentence. '

Undersecretary WinstoN. Germany lost the war, and she entered
into the Versailles treaty and agreed to pay reparations to the Allies.
Those reparations were fixed at 132,000,000,000 gold marks, plus some
other charges, and they did not include any part of the United
States claims. - The reparations fixed carried interest at 5 per cent.
That is about $33,000,000,000 principal, and 5 per cent interest on
that is $1,650,000,000 a year.,

/
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Germany was not able to pay these reparations. In effect, the
country went into the hands of a receiver, The Dawes committee
was constituted to determine how much Germany could pay. After
investigation, they decided that the total of Germany’s capacity to
pay after five preliminary years was 2,500,000,000 gold marks, or
about $625,000,000 a year.

Just compare that capacity to pay with the total of the reparations
fixed under the Versailles treaty, and also with even the annual
interest under the Versailles treaty, and you will see that while these
reparations on paper are obligations of Germany, they are beyond
Germany’s capacity to pay. It is only a theoretical discussion when
you consider these figures.

When we became a party to the division of the Dawes plan an al-
lowance was made of 214 per cent on account of the American claims
against Germany. Two and one-fourth per cent would. pay the
American claims, including the United States Government claims
with interest, in about 80 years, The Berlin treaty provided that
we should hold the property of German nationals, which we had
taken, until a suitable provision was made for the payment of the
American claims. It should be noted here that the right to hold
that property exists until a suitable provision is made for payment
of the private American claims, and not for payment of the claims
of the United States Government against Germany.

So we then have a provision on Germany’s part to pay off these
claims in 80 years, ang for us to return the security after 80 vears.
To keep this property for that length of time in the hands of a
public trustee 1s in effect confiscation. So some plan had to be ar-
ranged whereby the American claimants could get a reasonable
payment on their claims and the German property could be returned
within a reasonable period. There had to be sacrifices on both sides.
Theoretically the American claimants had the right to retain this
property. Or, rather, that the Government should retain the prop-
erty for the American claimants until the claims were fully satis-
fied. But, as I say, to do so amounts to confiscation.

There is no way of getting more money out of Germany than
this 214 per cent. So we came to a situation, when you consider
the problem as a whole, of trying to work out something which
would clear up these questions.

The original plan of the Treasury was for the United States to
return the German property, to pay for the ships and radio sta-
tions, to pay the American claimants and to be reimbursed out of
the reparations and An?‘y costs coming from Germany. That plan
was not acceptable to Congress. A new plan was proposed as a
compromise. The bulk of the German property is returned im-
mediately and 20 per cent retained to be paid out of reparations.
Fifty per cent of the ship claims is paid in cash, 50 per cent on time
out of the reparations. The bill takes what would otherwise pay
for the balance of the ship claims and gives that to the American
claimants. The bili gives to the American claimants the payments
on reparations which have already come ,in, and then gives to the
American claimants 20 per cent of the property retained. In order
that there should be an equality between the three classes there
is provided a priority on the payment of the American claims

Al
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up to 80 per cent, and then .after that the three classes, the Ameri-
can claimants. the alien property owners, and the German ships
share alike.

The CrairmaN. That is, all over $100,000. ,

Undersecretary WinsroN. That is after the smaller ones are paid.

Senator Reep of Pennsylvania. At that point, Mr. Winston. it
might be well to make clear that all the death and personal injury
claims are paid in full at once.

Undersecretary WinsToN. And all the claims up to $100,000.

Senator Reep of Pennsylvania. And all the claims under $100.000,
and $100,000 on each of the large claims,

The CramrMaN. Yes.

Undersecretary Winston. T just want to speak of the point which
has been raised on the short limitation for the presentation of the
American claims. The Berlin treaty provided for the payment of
these American claimants. The State Department provided the
machinery for ascertaining the amount of the claims, and, as is
usual in those cases. a period of limitations was set within which
claims should be presented.

Senator McLean. Was it six months?

Undersecretary WinstoN. I believe it was six months after a
certain date,

Senator McLEaN. Yes.

Undersecretary WinstoN. The Mixed Claims Commission took the
position that if a claim was not presented in time it did not come
within thejr jurisdiction and they could not enter an award against
Germany. Now, Germany has agreed to pay only the awards
entered by the Mixed Claims Commission. If you should extend the
period of limitations and ask the commission to enter new awards
they would not be suich awards as Germany is obligated to pay.

Senator Rekp of Pennsylvania. Obligated under the mixed claims
agreement or under the treaty ?

Undersecretary WinstoN. Under the treaty, in which it agrees to
pay the awards, and the mixed claims agreement which provides
the machinery, including the statute of limitations.

Sen@ator Kixa. Is the statute of limitations fixed in that agree-
ment ?

Undersecretary Winsron. It is fixed in correspondence in connec-
tion with it.

Senator SuortrinGeE. Pardon me, The treaty provided for the
setting up of the commission, did it not?

Undersecretary WinsroN, No; the treaty provided, as I recall,
simply that Germany would pay these claims.

Senator SnortriDGE. Noj; }l;ut there was some provision for the
setting up of a commission to pass upon claims, was there not?

Undersecretary Winsron. No.

Senator Rrkn of Pennsylvania. Not in the treaty.

Senator Kixa. No.

Senator Suortrine. How did it come about, just for my own
immediate information?

Undersecretary Winston. Well, when a man agrees to pay a
claim which is unascertained, the first thing you have to do is to
set up some machinery .c¢ ascertain the amount of the claim.

Senator SuorrrIinGE, Yis,
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Undersecretary WinstoN. That was done by the State Depart-
ment. : :

Senator SHorTRIDGE. Who set up the commission then?

Undersecretary WinstoN. The State Department and the German
Government.

Senator SuorTrIDGE. Well, was the commission given the authority
to fix the time? That is the only point in my mind for the moment.
Was the commission given the aut?xority?

Senator JoNes of New Mexico. There has never been any act of
Congress authorizing the creation of the Mixed Claims Commission
or defining its jurisdiction.

) Sdenator Kinag, Or the time within which payment should be
made.

Senator HarrisoN. Will you not for the benefit of the committee
put the personnel of that Mixed Claims Commission in the record?

Undersecretary Winston, I will put it in. ‘

Chandler I*. Anderson is the American commisgsioner, Doctor Kiesselbach
is the German commissioner, and Edwin B. Parker is the umpire.

The CrairmMAN. The time is fixed six months after the first meet-
ing of the commission, and that was agreed to by notes passing
between the American State Department and the German State
Department.

Senator Suorrrince. Well, then, it was the two Governments that
fixed the statute rather than the members of the commission?

Undersecretary WinsrtoN. Yes; it was fixed by the State Depart-
ments. »

The CHaikMAN. By the two Governments?

Senator McLEaN. And there were claims that were valid and just
that were not presented to the commission, were there not?

Undersecretary WinsToN. Yes; just as happens in any kind of a
law, that the limitation runs on some (]i)eople.

With reference to the Austrian and Hungarian claims, we hold,
as was stated, an estimated amount of $12,000,000 of Austrian prop-
erty. As I say, the time for the filing of claims has not yet expired,
and T have seen no aunthoritative estimate on the amount of the
American claims, I have been told by the Austrian minister that
these claims will not aggregate over two to four million dollars,

As far as the Hungarian claims are concerned, the Hungarian
minister said to me just informally—I imagine he advised the State
Department to the same effect—that Hungary did not wish to be
included in any bill until the amount of the claims could be esti-
mated and some-provision made for their payment.

In the German case we have the arrangement of the Dawes plan
of 21/, per cent reparations to take care of these claims. We also
have the time limitation for the presentation of claims past and an
accurate estimate of the amount of claims. It was felt that you
could now draw a bill to cover the German claims, but you could not
very well draw a bill to cover the Austrian or Hungarian claims,
and that was the reason why those claims were not considered in
the draft of this bill.

The Cuamrman., Well, we hold three or four times the amount of
Austrian property to cover any claims that the American nationals
have against that country? :
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. Undersecretary WinstoN. Well, Senator Smoot. I say I have no
authoritative estimate as to the amount of those claims. o

_ The Crairman. Well, all the information that we have and all the
information that has been collected supports that position.

. Undersecretary Winston. The aggregate of the American claims
may be much larger because of the speculation in crowns, just like
the speculation’ in marks. ~ ‘

- Senator WarsoN. Did Germany agree to pay those claims, Mr.
Winston ? o ‘
. Undersecretary Winstox. No.

- The CuairstaN. Well, you do not think that Congress ever intends
to take care of all those who invested in German marks or Austrian
crowns? : ‘

Underseeretary Winsron. No; I hope not.

.. Senator ‘Watson. Mr.  Wihston, did Germany agree to pay the
claims of  her allies as well as her own? ' .

T'ndersecretary Winsron. Well, I think there is something of that
sort in the Versailles treaty. : o -
~+'Senator WaTsoN. Yes. LT

Undersecretary Winstox, Brt, as Senator Reed said, the Berlin
treaty apparently contemplates a respective provision for each of
these nations for the payments.

Senator Joxes of New Mexico. You have just heard the statement
of the Secretary of State in that regard. Do yon agree with the
Secretary of State? '

Undersecretary Wixtox. Well, I will just have to leave it to the
Berlin treaty. )

There was one question raised by the Secretary of State in the
last hearing, as I understand, which was this: In negotiating for
the admission of the United States into a share of the Dawes pay-
ments our State Department said that if we we retain any ships
which we have taken we will credit them against the reparations, and
they also said if we retain the alien property we will credit it against
the reparations. The question is raised as to whether this bill in the
form 1 which it is now presented constitutes a retention of the ships
or property so that the Allies could say we are not entitled to any
further reparations from Germany. :

The way that question appeals to me is this: The two situations—
the ships and the alien property. We can not return the ships in
kind because some of these ships do not exist. On some of them we
spent enormous sums of money, like the Leviathan. But we satisfy
the requirement if we pay the value of these ships. We are not re-
taining the shiﬁs if we pay their value. There is no requirement that
we shall pay their value in cash to-day, and it is the same thing if
we pay their value 50 per cent in cash. as the bill provides, and 50
per cent on time with interest, as the bill provides. If the Allies
say that that 50 per cent is contingent on reparations, and therefore
may not be paid, they can only raise that question when the repara-
tions cease to be paid. And if the reparations cease to be paid there
is nothing agninst which to credit the ships.

Senator Epnee. Or when the reparations exceed the amount could
they not raise it then?

Undersecretary WinstoN. No, sir; because then the ships wonld be
paid for.

28623—27——35
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Now the question with alien property is a good deal the same..
We have the right under the Berlin treaty to retain the Germamw
property until suitable provision is made for the payment of the:
American claims. In other words, we could retain 100 per cent.

Senator JoNes of New Mexico. Is that all the right we have
under the Berlin treaty?

Undersecretary Winston. Well, we have at least that right.

Senator Jones of New Mexico. I know, but is that all the right we:
have under the Berlin treaty?

Undersecretary WinstoN. Under the decision of the Supreme:
Court it seems to me we have already confiscated that property,
that is, that Chemical Foundation case, and could dispose of it as
we pleased as confiscated.

‘Senator Jones of New Mexico. I am speaking now with respect
to the provision of the Berlin treaty. I have noticed throuﬁhout your
statement you refer to the retention of the property as the only re-
course we have. I ask you whether I am correct in assuming that
that is your position or not ¢ )

Undersecretary Winston. Well, that is my position under the
Berlin treaty alone. Although we did have under the Versailles
treaty a greater right, and the Supreme Court has held we have
already confiscated the property, and Congress may dispose of it
as it sees fit.

Senator Jones of New Mexico. Well, that provision in the Berlin
treaty which incorporates into it certain portions of the Versailles
treaty——

Th); CuairMAaN, Tt is made a part of the treaty.

Senator JonNes of New Mexico (continuing). Made part of the
Berlin treaty; is it your position that that is no longer effective?

Undersecretary WinstoN. No; it has been my belief, just as a
lawyer, that we can do as we pleased with this property, in spite of
the limitation evidently contained in the Berlin treaty that it is
simply security.

Senator JonEs of New Mexico. Well, then, why did you make the
statement, or rather leave the impression upon my mind, that this
21/ per cent under the Dawes reparation was the only means we had:
for payment of the American claimants?

Undersecretary WinstoN. I did not mean that.

Senator Jones of New Mexico. And that we would have to retain
this property as collateral until those payments paid off these claims?

Undersecretary WinstoN. No; I conveyed the wrong idea, then,
Senator. I said that is all we can get from Germany. ‘

Senator JonNes of New Mexico. Oh, what we get from Germany?

Undersecretary Winston, What we get from Germany. This is
not Germany’s pro[;]erty. This is the property of German nationals.
But let me finish that statement on the possible argument that the
Allies might claim we are not entitled to any more reparations, We:
have the right, certainly, under the Berlin treaty, whatever our
rights are under the Versailles treaty, to retain this property until
the American claims are taken care of.

Senator Jones of New Mexico. Well, have we not a right under
the Berlin treaty to liquidate this property and pay American na-
tionals if we want to?
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Undersecretary YWinston. Well, may I finish on this particular
phase of it? We have the right under the Berlin treaty, whatever
other rights we may have, to retain this property until the Americam
claims are paid. Now if we have a right to retain 100 per cent we:
bave certainly a right to retain 20 per cent of it, which this bill pro-
vides we do. So that whereas you can not guarantee anybody against
a lawsuit, you can say that as this bill is now framed we certainly
ought to win any arbitration that the Allies might raise claiming
that we are entitled to no more share of that 21/ per cent. .

Senator Jones of New Mexico. Well, now, do you mean to infer
that we have no right under the Berlin treaty to now liquidate this
property and pay American claimants?

ndersecretary WinstoN. No, sir; but I say we have certainly the
right under the Berlin treaty to retain the property.

Senator JonEs of New Mexico. Well, have we not clearly the right
under the Berlin treaty to liquidate the property and pay American
claimants?

Undersecretary WinstoN, Well, that would be my opinion,. but I
am not so certain of that.

_Senator Reep of Pennsylvania, Mr. Winston is not answering
%our question directly. Is not this the situation, that under the

erlin treaty we have got a rifght to apply this German property
to the immediate liquidation of all American claims, but if we do
the Allies can then justly claim that the 21} per cent pagments
must instantly cease?

Undersecretary WinstoN. That is right.

The Cuamman. And I rather think they would cease under the
agreement because it is specifically stated.

Senator Reep of Pennsylvania. We all agree that they ought s
cease, I think.

The CHarMAaN. Yes.

Senator Reep of Pennsylvania. Now, what we are trying to pre-
vent is a claim by the Allies that those payments ought to cease pro
tanto because we are temporarily retaining 20 per cent of the Ger-
man property, and it was on that that Mr. Winston was speaking.
I think, perhaps, he did not catch your point, Senator.

Senator Jones of New Mexico. Well, I did not catch his puint
cither in that way. I was interpreting his statement as meaning
that the only chance we had for payment of these claims is through

.that 214 per cent, and that we retain this property merely as
collateral.

Undersecretary WinstoN. No, that was not my helief, Senator. I
was just addressing myself, as Senator Reed suggests, to the question
raised by the Secretary of State that the Allies might claim that.

Senator Jones of New Mexico. Well, now, as I understand’ you,
we have a right to retain this property as collateral, and we also:
have the right to liquidate it and pay American nationals?

Undersecretary WinstoN. I think that is correct.

Nenator JoNrs of New Mexico. And under this bill it is proposed
to Jiquidate this property and return to the German owners or
claimants 80 per cent of it.

Undersecretary WInsToN. At once.
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Senator Joxes of New Mexico. At once; and then later on let
them collect out of this 214 per cent. , ,

Undersecretary Winston. Later on we pay them.

Senator Joxes of New Mexico. But, in other words, you are going
to use 20 per cent of this property for the payment of American
nationals, and that much only, not withstanding the fact that we have
just as much right to use the other 80 per cent of property as we have
the 20 per cent. And why was the bill framed—I understand you
did it-—why was it framed so thet we would only use 20 per cent of
{German property for the liquication of American claimants and
turn back to the Germans the other 80 per cent? ‘

Undersecretary Winsron. This bill, Senator, was framed in the
Ways and Means Committee. The bill that I was concerned with
was the original Mills bill which provided for the return of ail the
property at once. S

Senator Joxes of New Mexico. Yes, - Now, it was stated in the
House, in the debates certainly, if not in the report, that this bill was
framed in the way that it was because of some agreements between
somebody. Do you know anything about those agreements?

Undersecretary Winsron. That was not handled by me. I under-
stood Chairman Green had an agreement from the representatives
of the American claimants, representatives of a majority of the
German property owners, and representatives of the (German ships.

Senator Jones of New Mexico. Well, did you or the Treasury
Department have any correspondence with the German Government
or with any Germans or American claimants looking toward a set-
tlement or an agreement ?

Undersecretary WinstoN. The correspondence with the represen-
tatives of the Germans was filed on Saturday, I think, or X¥riday,
in the Senate, in response to the King resolution.

Senator Joxes of New Mexico. Well, I had not heard of that.
Have we got that before the committee?

The CxairmAN, Yes, it is printed and we have got it.

Senator Jones of New Mexico. Well, can you state in a general
way what that correspondence was?

Senator Reep of Pennsylvanin. If he is going to state, first with
whom? Did the Treasury Department have direct correspondence
with the German Government?

Undersecretary WinsroN. No, at no time. These people did not
represent the German Governiient. They Tepresented the ship
owners or the property owners. ’ :

Senator Suorrringe. May I aslc right there, Mr. Secretary, under
this bill we retain 20 per cent of rhe German property, do we?

Undersecretary WinstoN. Temporarily; yes.

Senator SuorTRIDGE. Yes. Now, in consideration of that we in
effect assign to Germary the 23 per cent payments supposed to
come to us in the future under the Dawes agreement; is that right?

Undersecretary WinstoN. No; hecause Germany is not concerned
in this transaction at all.

Senator SuiorTRIDGE. Well, in what way do we compensate, so to
speak, Germany for the 20 per cent retained ?

Undersecretary WixsroN. Germans, not Germany.

Senatoi SHORTRIDGE. Yes. .

Undersecretary WinstoN. You must keep that distinct.

.



RETURN OF ALIEN PROPERTY T RH

Senator Snortringe. I do.’ ‘

Undersecretary Winston. If it was Germany, why, we could just
set off our claims.

Senator SuorTringe. I understand.

Undersecretary Wixstox. It is fprovided that after the American
laimants get 80 per cent out of these other various funds, plus
current payments on reparations, then the reparation payments
from Germany are divided three ways—one to the American claim-
ant’s, one to the alien property, and one to the shipowners—so that,
as indicated at the last two pages of the report of the Ways and
Means Committee to the House, these payments are distributed.

The Crairrran. Twelve o’clock has arrived, and if there are no
further questions to ask Mr. Winston at this time, I would like to
have him come to-morrow morning at 10 o’clock.

Senator Rerp of Pennsylvania. When he comes I want to ask him
one question, and perhaps he would want to prepare for it. Why is
it not practicable to reserve 40 per cent of t]he German property in
the custodian’s hands and liquidate the entire 80 per cent of Ameri-
can claims at once?

The CrarMaN. Do you mecn 80 per cent? You mean the whole
of it?

Senator Rexp of Pennsylvania. No; I do noi mean that at all.
Perhaps you had better answer it to-morrow.

"{‘h(la CuHamrMAaN. Yes. We will adjourn until to-morrow at 10
o'clock.

(Thereupon, at 12 o’clock noon Monday, January 10, 1927, an
adjournment was taken until 10 o’clock a. m. the next day, Tuesday,
January 11, 1927.)
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TUESDAY, JANUARY 11, 1027

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment on yesterday, at
10 o’clock a. m., in room 312, Senate Office Buildirg, Senator Reed
‘Smoot (chairman) presiding.

Present: Senators Smoot (chairman), McLean, Curtis, Reed of
Pennsylvania, Ernst, Edge, Shortridge, Jones of New Mexico, Gerry,
‘Harrison, Bayard, and George.

The CrairMAN. If the committee will come to order we will now
proceed with the hearing.

‘STATEMENT OF HON. GARRARD B. WINSTON, UNDERSECRETARY
(IN CHARGE OF FISCAL OFFICES), DEPARTMENT OF THE
TREASURY—Continued

The CHAlRMAN. Senator Jones, I think you were asking certain
questions of Mr. Winston at the close. Do you want to go on now?

Senator Reev of Pennsylvania. When we adjourned I had a ques-
‘tion that I had asked Mr. Winston to think over. I had asked the
-question and he had not yet answered.

Senator HarrisoN. What was the question ?

Senator Reep of Pennsylvania. \%hy could we not temporarily
withhold 40 per cent of the German property in ti.e hands of the
-custodian ang make an immediate payment of the full 80 per cent
«on all the American claims? I am prompted to ask the question
‘because under the bill as it is now written the Germans immediately
get 80 per cent of their claims, but the Americans, some of them,
‘have to wait six years in order to get their 80 per cent.

Undersecretary WinsToN. YWhen the original bill was introduced
fast spring the negotiations as to trying to get some amicable ar-
rangement between the various parties in interest were carried or by
'the Treasury through me. When this bill was introduced the nego-
‘tiations were carried on entirely by the Ways and Means Committee,
and not by the Treasury at all So my information on the subject.
is second hand.

I understood that the general scheme was for each of these
‘three interests to make equivalent sacrifices, and it was 30 per cent
for the Americans, 30 per cent for the German shipowners, and 30
per cent for the alien property owners.

That then the Germans came to Chairman Green and said they
‘would prefer to make it 20 per cent for the alien property owners
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and 50 per cent for the shipowners, which meant the same amount
of money from the Germans. I think the reason for that was that
the shipowners were all represented, and they are a comparatively
small number, whereas the property owners were not all represented,
only the majority were represented, and there. were so many more
property owners, 20,000 or so, that they thought it would be more
equitable to take 50 per cent from the ships and 20 per cent from
the alien property. »

Senator HarnisoN. Who made that suggestion?

Undersecretary Winsron. My understanding, Senator Harrison,
is* that the Germans made that snggestion to Judge Green of the
Ways and Means Committee,

The Cuairman. In other words, they were looking after the greater
number of their claimants, and they were the individual claimants,
I suppose the ships claimants are very few in number.

Undersecretary WinstoN. There are compuratively few.

The CHarMaAN. Very few. : . .

Senator Rekp of Pennsylvania. I can understand why the (er-
man property owners are cheerfully giving up 20 per cent. They
are getting four-fifths of their property, and this is the only case
where any of the Allies has given them anything. I can see their
motive all right. But the payment of these American claims de-
pends to a very large extent upon the Dawes annuities being con-
tinued for 24 years. . e ‘ ‘

The Crairman. That is, the 20 per cent of them.

Senator Rikp of Pennsylvania. And in many cases much more
than that. ‘

The CHAIRMAN. Noj; it could not be move than that.

Senator Rren of Pennsylvania. Yes, it could; becanse all claims
over $100,000 are not paid up to 80 per cent for six years. ‘They
do not get immediate payment. And some.of us are skeptical about
the continuance of the Dawes plan payments for 24 years, .

Undersecretary Wixston. I think it should be recognized, Sen-
ator Reed, that this settlement was also acceptable to these American
claimants. .

Senator Reep of Pennsylvania. Yes; and that is comprehensible
too because at present they are getting nothing.

Undersecretary WinsroN. That is quite right.

Senator Reep of Pennsylvania. That is becauyse Congress has been
slow in dealing with the question.

Undersecretary WinstoN, The Ways and Means Committee was
up against a practical situation, and if they could get an agreement
between all the interested parties that is what they thought they
should do.

Senator JonNes of New Mexico. May I ask you why we should

‘wet any agreement?

Undersecretary WinsroN. Of course; there is no necessity for
getting any agreement, except if you do have an agreement then
it indicates that all of the people who are to be affected believe that
this is fair law as far as they are concerned. -

Senator Rekp of Pennsylvania. It seems to me to be a very ingen-
uous scheme and a very good one, but that 20 per cent rather sticks
in my throat.

H EEE Ep ) |
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Senator Jones of New Mexico. Let me ask you, Mr. Winston,
Xha;;' percentage of this property was paid out under the Winslow

ct ‘ ' : ‘

Undersecretary Winsron. I think about $50,000,000. Is that not
right, Mr. Alvord, under the Winslow Act? - ‘

hSenator Reekp of Pennsylvania. Senator Sutherland could answer

that. ~ '

Undersecretary Winst.N. Senator Sutherland could answer that;
ves. That was all the claims up to $10,000, and $10,000 on all of
the larger ones.

The Cuamman. I have always thought it was approximately
$50,000,000. _

Senator Rexp of Pennsylvania. And when you take that into ac-
connt the (German propertv owners are being considered better than
the American claimants,

Undersecretary Winsron. They are.

Senator Jones of New Mexico. Mr. Winston, do you know what
percentage of the claims of $10,000 and under were paid out under
the Winslow Act? T do not want the fignre exactly, but approxi-
mately about what percentage?

lll.Ynélersecretary WinsroN, Mr. Sutherland is the man who can
tell that. '

Senator Joxrs of New Mexico. Almost all of them were paid,
were they not ¢ ,

!?1dersecrctary Wixstox. I think practically all of them were
aid. '

P Senator Jones of New Mexico. And do you happen to know
what percentage of the present German claimants have been
%vgltll;orc(‘l together to give their consent to this proposition or this

111 ¢

Undersecretary Wixsron. I have not the exact figures.

Senator Joxes of New Mexico. You spoke a moment ago of all
the shipowners.: They are relatively few in number, and I can
readily understand how they can be gotten together. But you spoke
of the rest of the claimants, as I understood you.

Undersecretary Wixstox. All T have is a communication from
Doctor Kiesselbach. who represented the German shipowncrs and
the German property owners, that he had a majority of the claims
in amounts. , : '

Senator Bayarp. Do you not know what percentage that majority
is, do you? :

Undersecretary Winsrox. No.

The Cirairaran. He was in my office the other day.

Senator Bararp, Whether it was a bare majority or a substantial
majority ?

The Cramrman, A substantial majority, nearly all of them, he told
me when he was in my office the other morning. I asked him that
question when he came and told me of that agreement that was
signed by himself for the German claimants and Sidley for the
American claimants, and that agreement was, of course, in writing
and was addressed to Congressman Green, which I read the other
morning.

Undersecretary Wixsron. We have a peculiar situation as to num-
bers represented. They had a practice, as I understand, of taking

2862827 ——0
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an American stock certificate—say the Baltimore & Ohio common—
and putting it in the name of a bank in Germany, and then issuing:
participation certificates against that, which would make a great
number of people interested in that stock certificate equitably,
although legally only one person was interested in it.

Senator Harrison, Well, did the%' rule that several people could
get it, or just that one person could ,

Undersecretary WinstoN. Well, the bill provides now, I under--
stand, that the equitable owners of this stock certificate receive
the property.

Senator Curris. Get their share.

The CrHairMAN. But the bank will take care of the distribution,.
because the bank holds it.

Senator HarrisoN., The Winslow resolution, as I recall, paid
$10,000 and less to the German claimants.

Undersecretary WinstoN. Returned all the estates up to $10,000,.
and paid $10,000 on all of the larger ones.

. Senator Epce. And that was paid in one payment, was it not?
Paid right out of the Treusm"ly? '

Undersecretary Winston. That was paid right out as it could be:
done in the ordinary course of business.

Senator JoNes of New Mexico. And since the payments under the-
Winslow Act we have been returning to the owners the earnings.
on that property. :

Undersecretary WinstoN. The earnings on the property have been

aid to the owners since that time, with the limitation of up to.
10,000 a year. '

Senator Reep of Pennsylvania. $10,000 a year?

Undersecretary WinsToN, Yes,

Senator HarrisoNn. Well, now, taking into consideration what the:
German claimants would get under this bill and what they have:
already received, what per cent would they get more than the
American claimants would get at this time? ,

Undersecretary WinstoN., Well, the value of the property is esti-
mated at about $250,000,000. .

Senator JoNes of New Mexico. What would it have been estimated’
at before the payments under the Winslow Act?

Senator Reep of Pennsylvania. Estimated at $208,000,000 in the:
House report. ’

AS%nator Jones of New Mexico. Well, that is since the Winslow
ct '

Senator Reep of Pennsylvania. Yes.

The Cuammman. $300,000,000,

Undersecretary WinsroN. Using these figures here, 80 per cent
of $250,000,000 is $200,000,000, which they would get under this act.
They have also received $50,000,000 under the Winslow Act. So:
there ist$250,000,000 out of $300,000,000 total. Or that would be 84

er cent.
P Senator HarrisoN. That is what the German claimants would get?

Undersecretary WinsToN. Yes.,

Senator GeorGe. Exclusive of the shipowners and the radio
stations?

Undersecretary WinstoN. This is only the alien property.

Senator Georce. Yes; I understand.
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Se?nator HagrisoN. And then the Americans would get 80 per
cent

Undersecretary WinstoN. The Americans would get not 80 per
cent, but 80 per cent with the priority.

Senator Harrison. Well, it is 50 per cent at once.

Undersecretary WinsToN. Well, 1t is a little more than that.

Mr. SurHerLAND, I have those figures now.

Undersecretary WiNsroN. What are they ¢

Mr. SurnerLanp. Do you want to know what has been returned
under the Winslow Act?

Undersecretary WinsToN. Yes.

Mr. SuraercaNp, To October 31, 1926, $48,685,983.

Undersecretary' WinstoN. Well, we were using the round figure
$50,000,000. :

Senator GEORGE. Senator Sutherland, does that include principal
as well as interest disbursements since? :

Mr. Suraervanp. That includes all property in cash returned
under the Winslow bill from April, 1923, to October 31, 1926,
inclusive.

Senator Georce. So that includes both the principal and the
interest ?

Mr. SurnerLanp, It does not include the current interest?

Senator GEorGe. It does not. *

Senator Reep of Pennsylvania. It does not include the current
interest.

Senator George. Yes; I understand.

The Cramrman. We had already returned $272,420,000.

_ Undersecretary WinsroN. That was property illegally taken, I
imagine,

The CuairMaN. That was so decided later.

Undersecretary WinstoN. That was not to German claimants,

Senator Jones of New Mexico. There should be added to that
figure the value of property returned under section 23, $5,906,000.

Senator Georee. That would include the accrued interest since
the passage of the Winslow Act. .

Senator Jones of New Mexico. That is earnings since the Winslow
Act came into effect.

Mr. SuTHERLAND. Yes.

Undersecretary WinsToN. That is earnings that have actually
been paid. )

Mr. SurnerLanp. Earnings that have actually been paid out.

Undersecretary WinsToN. There are some earnings still undis-
tributed. ‘

]’{I‘he? CuamrmMaN, Was all of that $272,420,000 property illegally
taken

Undersecretary WinstoN. Well, we have some question in that
lawsuit in New York that Daugherty and Miller are being tried in.
I suppose this six or seven million dollars of American Metals
property is included in that figure.

T?:e érIIAIRMAN. Well, that may be true.

Senator Joxes of New Mexico. Well, we will not get back the
six or seven million dolars, will we?

Undersecretary WinstoN. No.

-~
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The*Cnamryax. But the bill before the committee here disposes
of the property that we actually have, without any discussion at all
as to the amount of property illegally returned.

Undersecretary WinstoN. Noj; that has no bearing.

The Cuairyan, That has no bearing at all. It is just what we
have got in the hands of the Government.

Undersecretary Winston. Yes.

Senator Joxks of New Mexico. Mr. Winston, in the tabulation by
the Ways and Means Commiittee in its report there is used in that
tabulation $50,000,000 to be appropriated out of the Treasury on

- account of the ships. Is that your understanding of it? )

Undersecretary WinsroN. My understanding of the theory on
which that is claimed is this—— /

Senator Joxrs of New Mexico. Well. first answer the question if
you do not so understand. :

Undersecretary WinsroN, Yes; I understand that there is
$50,000,000 appropriated which will be used for this purpose of pay-
ing the American claims. An ultimate $50,000,000, It starts with
$25,000,000. The theory on which I understand that was made is
-this: If we are going to pay for the ships we will have to pay for
them out of appropriations, and it is perfectly fair. therefore, to
appropriate the amount that we are going to pay for the ships at
once. and then use that cash, 50 per cent of it. to pay the American
claimants, and let the shipowners wait for their 50 per cent until
these reparations come in.

Senator Joxrs of New Mexico. Well, I understood that the Ways
and Means Committee expected to pay the shipowners 50 per cent of
their clnims at once. .

The Cuamyax. Well, that is true.

Undersecretary Wixsrox. Well, assuming that the ship award was
$100,000,000. .

Senator Joxus of New Mexico. That is just the point that I am
-coming to exactly. On this whole calculation here they have
assume;d that we would pay $100,000,000 for these ships. is that
not so? : '

The CramewaN, That is a part of the bill, that it shall not exceed
$100.000,000. . ‘

Senator Joxes of New Mexico. I know it shall not exceed. and
all of the estimates made for the payment.of these claims are on
t}:g baxis that there will be %100,000,000 appropriated for those
ships. .

Undersecretary Wixston. That is quite right, Senator.

Senator Joxks of New Mexico. And the first $50,000,000 of it we
used entirely in the liquidation of American claims.

The Cuamryax. Yes, _

Undersecretary Winsres. The bill provides that only 50 per cent
of what these actual awards are shall go to the American claimants,
so it is possible that the American claimants will not get ®50.-
000000 out of this appropriation. ' )

The Cuamryax., Well,- why do you make that statement?

Undersecretary WinsroN. Well, I mean, snppose that the awards
were found to be $80.000.000, then they would only get $40,000,000.

The CHarMAN. Yes; but I haven’t any doubt that the awards will
be $100,000,000 from the ships that were taken.
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Undersecretary Winstox. Well, I am satisfied myself that i¢ is
the intention that they shall veceive $100,000,000. .

The CuarMAN. I think it will be more than $100,000,000, but it is
limited in this act here to $100,000,000. )

Senator Jones of New Mexico. And I want to express it as my
view now that we should not make any provision for an allowance of
anything like $100,000.)00 on account of those ships.

Senator McLean. Well, haven’t there been appraisals made of
those ships?

The Cuairyan. And it is more than $100,000,000. )

Undersecretary WinstoN. The appraisals of those ships vary
from $33.000,000 I think, to about $250,000,000. i

Senator Jones of New Mexico. No; we had a regular appraisal of
those ships, and that is undoubtedly what Senator McLean refers to.

Senator McLEAN. Yes.

. Senator Jones of New Mexico. At the time the ships were taken
a commission was appointed to appraise their value at that time,
and they did so, and they appraised the value of those ships at
about $33,000,000.

The CHarMaN. $35,000,000.

~

Senator Joxes of New Mexico. And I am convinced in my own °

+mind that we could never get anything like as fair an appraisal now
as we could and did then.

Undersecretary Winston. May I make this suggestion? We took
those ships from their individual owners. If we are doing equity
we should pay the value of those ships to their owners, Now the
value of those ships is not established by an ex parte appraisal by
American interests, :

Senator JoNes of New Mexico. Now may I ask there, who is it
that appraises the value of this property which the Alien Property
Custodian has taken over?

Undersecretary Winston. For what purpose?

Senator JoxEs of New Mexico. For any purpose? TFor the pui-
pose of liquidation? A great deal of it has been actually sold and
converted nto cash and then changed. Now who appraised the value
of the original property there? ,

Undersecretary Winston, If the propertly was sold it was probably
sold (in the market for the best they could get for it, and that fixes
its value.

Senator Joxes of New Mexico. Well, now you say it is probably
so. I do not think we ought to let this case rest on mere possibilities,
We ought to know what the facts are.

Undersecretary WiNstox. I can not tell the facts, Senator, because
I have not been 1n charge of the alien property.

Senator Joxes of New Mexico. Very well then; that is all right.

The CramyaN, Senator Sutherland is here now.

Senator Joxes of New Mexico. I know. We will get at that
later on. But this witness was making reference to a very important
point that as to these ships we should have a joint appraisal of their
value. But here the much larger part of the German property is
taken over Ly the Custodian, and I suppose half or more of it has
been converted in some fashion, and if there has ever been any public
sale or any biparty appraisal of it T have never heard of it; and I
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do not see why we should deal with these shipowners in any different
way than we have been dealing with the owners of the other property
which the Alien Property Custodian has.

Senator HarrisoN. Who was on this commission that made this
apBraisal of these ships? : )

ndersecretary WinstoN. I understood it was the American Navy.

Senator HarrisoN. The American Navy?

Undersecretary WinsToN, Yes.

Senator Harrison. Who a{»pointed them?

Undersecretary WinstoN. I do not know that, Senator.

Senator Reep of Pennsylvania. Was that during hostilities that
they were appraised ? .

ggnator Bavarp, They were appraised at the time they were taken
over, Senator; and you must take into consideration this fact, that
when we did take them over they were gutted by the German officers
who had charge of them, and they were taker over at their then,
present value.

Senator REep of Pennsylvania. I understand that, but there was
an uncertain factor in the agpraisal because nobody could know
when the war was going to end.

" . Senator Harmison. But the prices at that time of ships were

higher than they are now, were they not? Ships were bringing a .
tremendous price at that time,

Senator Reep of Pennsylvania. Price of free ships, yes.

Undersecretar{ Winsron. The bill proposes to pay the value of
these ships in the condition they were at the time that we took
them over,

Senator JoNes of New Mexico. And there is nobody living who
knows the condition in which they were at the time they were taken
over.

Senator Reep of Pennsylvania. Oh, yes.

N Undersecretary WinstoN. Oh, yes; the: .ere all inspected by the
avy.

Senator Grorce, Well, the whole scheme of this bill contemplates
fixing the value of these ships at $100,000,000, does it not?

The CrairMmaNn. Not to exceed $100,000,000.

Undersecretary Winsron. No.

Senator George. Well, I know, but is not the whole bill framed
on that theory? .

Undersecretary WinstoN. The $100,000,000 limitation came in, I
think, originally at my suggestion in the first Mills bill. These
two values were put before us, $33,000,000 and $250,000,000, and I
thought that we should not submit a wide-open proposition like
that under which we mi(i.ght be forced to pay $250,000,000 as the
value of these ships, and I suggested to the Germans vhat they
ought to put a limitation on them, and after some discussion the
limitation for all of these claims, radios and patents and ships. was
fixed at $100,000,000. The patent question at that time was very
uncertain. I did not know what might be the value of these two
or three thousand patents that we had taken over, and I thought
in preparing the first bill, the Mills bill-—

Senator Bavarp, May I interrupt you, Mr. Winston, there for a
moment? In the matter of the ships. They were valued by a
governmental instrument, it was a commission, you can call it what

-

®




RETURN OF ALIEN PROPERTY 75

.you please, at $33,000,000, as their then going value in connection with
the market Eeice at that time, taking into consideration their then
condition. t me call your attention to this. The Alien Property
Custodian sold a lot of patents to the Chemical Foundation for two
bundred and odd thousand dollars. Now, then this commission
-ought not to go into any other value of those patents than that
-established.

 Undersecretary WinstoNn. No. :

Senator Bavarp. Then how can this commission go into any other
‘value than the value established by the commission agpointed by the
President at the time the ships were valued, although they were not
:sold at that time? They were taken in the same way that the patents
‘were taken.

Undersecretary WinstoN. If you want to do equity to these private
owners you should pay for the value of the property you take.
Now we wanted to pay the value of the patents that we still have,
‘We do not propose to go back of any sales that were made.

Senator Jones of New Mexico. Well, if you are going to do equity
:along the lines that you suggest why not go back of the whole
transaction ?

U=adersecretary WinstoN, Because that should come, if at all, in
:a separate bill. In preparing this bill originally it was desired to
dispose of the German property we now hold. Not sales that we
have had in the past, or not setting up claims for damages for actions
in the past. Now, at that time no ogﬁ in the Government knew
what the value of these patents were. The radio stations, you could
fix that value fairlv accurately.

Senator HarpisoN. What was the value of the radio stations?

Undersecretary WinstoN. I do not recall now.

Senator Jones of New Mexico. There was only one station, and it
was appraised at the time it was taken over at $490,000.

The CuamrmaN. There were two stations.

Senator Jones of New Mexico. Well, one was turned back because
it belonged to the French and not the Germans.

Undersecretary WinstoN. The ships were valued from $33,000,000
to $250,000,000.

Senator Jones of New Mexico. Well, who made the valuation of
$250,000,000? ,

Undersecretary WinstoN. That was the value ¢ f tonnage, the value
per ton in the world market at about that time.

Senator Jones of New Mexico. Well, who made that valuation of
$250,000,0007

Undersecretary WinstoN. That was the cost of so much tonnage
in the world market.

Senator Jones of New Mexico. But who made it, I am asking?

Undersecretary WinstoN. It was made by the price of ships, the
market for ships at that time. .

Senator HarmsoNn, Well, the Navy took the figure of $33,000,000.
Oogzlazat?or Jones of New Mexico. Who made the valuation of $250,-

bl

Undersecretary WinstoN, Well, that is the market value of ships
at that time.

Senator SHorTRIDGE. Who made it?

Senator Reep of Pennsylvania. Some clerks made it.
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Senator SuortrGE. Did the Germans make it? '
Undersecretary WinstoN. No; that was the world market of ships.
If you wanted to buy a ship in 1917 you had to pay so much a ton.
Senator Harrison. Well, did not the Navy who valued the ships at
$33,000,000 take that into consideration when making their valua-

tion ¢ : .
Undersecretary WinstoN. I do not know. It was the world mar-

ket for ships. . .

The CuammaN. We paid as much as $225 a ton for ships our-

selves. _
* Senator Jongs of New Mexico. I may state at this point that a wit-
ness from the Judge Advocate General’s office, I forget his name,
went into that whole question and told how the valuation was made
by the commission, who constituted it, and he explained that it
would be impossible to fix a value at the present time upon those
ships. and that it was done at that time thoroughly, and taking into
consideration the condition of the ships, and that the valuation was
placed in the records of the ship itself. A great many of those
ships have becn sunk, and the records have been sunk with them.
And that has all been gone into in the House hearings. And that
witness said that it would be impracticable st that time to value the
ships in the condition they were at the time the Government of the
United States took them over.

The Cuamman. Personally I think the biggest steal in the whole
war was the steal of thcse patents turned over to the Chemical Foun-
dation. ‘They got patents that were worth millions and tens of mil-
lions of dollars.

Senator Jones of New Mexico. Mr. Winston has just stated that |
that question is to V2 left open.

Undersecretary “'1NsToN. This bill does not touch it.

Senator Curris. Well, that question has been virtually decided
by the court, has it not, so what is the use of wasting timea on that?

Senator Joxks of New Mexico. And if that question has been
decided by the court. as it has, the Senator is quite right about it,
and we are not going into a revaluation of those patents turned over
to the Chemical Foundation, then I inquire why we should go behind
the valuation we put upon these ships at the time?

The Cramman., Well, those were sold outright to other parties.

Senator Jonks of New Mexico. Well, these were sold and turned
over to the United States and that constituted the transfer of title.

Senator Bavarn. They were taken over immediately for govern-
mental purposes, and they are not for sale, perhaps, for immediate
use. And the patents were afterwards taken in that Chemical
Foundation operation at a sum of $200,000. :

Senator SHorTRIDGE. Who was it that made these valuations of
these ships taken over?

Undersecretary Winston. The Navy Department.

Sénator SnorTrInGE. And how was 1t, and when, and under what
authority, and by virtue of what arrangement ? :

The Cumammman. Those valuations were made by the Navy De-
partment. The first valuation when the ships were taken over.

Senator Haxrisox. Mr. Winston, may I ask you this question?
You say that the value of these patents would be fixed at the price

’
-

S




HETURN OF ALIEN PROPERTY ) 77

that they were sold at, and they all have been sold, have they not, to
the Chemical Foundation? : : ,

Undersecretary WinsToN. No; the patents that were sold to the
Chemical Foundation are not touched in this bill. This bill refers
only to the patents that we still have. {

Senator Harrison. Well, what has been the estimated value of
those that weré not sold? '

Undersecretary Winstox. I have not seen an estimsate as to that.

Senator HarrisoN. There has not been any estinizte placed upon
them at all? '

.Undersecretary Winsron. I do not know how yon can put an esti-
mate yet until you investigate every patent, and it is for that reason
that we put this $100,000,000 limitation in.

Senator Bavarp. Does this bill intend by iis provisions in any
way to interfere with the value realized by the sale of other property
than ships and patents?

Undersecretary WinsroN. Not at all.

Senator Bavarp. In other words, you take that as an established
fact merely because there was a sale and a transfer of character of
the property from kind into money.

Undersecretary Wixsrox. This bill purports only to cover the
property now in the hands of the Alien Property Custodian. And
1f he has sold any of it the bill does not touch it.

Senator Bavaro. And you disregard any findings made by any
‘1 proper body at the time of the taking as of the then value?

Undersecretary Winstox. We provide for an ascertainment of the
value of the ships and of the patents,

Senator Bavarp. Yes; but you disregard any further ascertain-
ment and do not feel bound by that in any way?

Undersecretary Winsrox. We do not make conclusive at all the
finding of the Navy Department as to the value of those ships, be-
cause, as I say, it was an ex parte determination in our own interests.
If we are to do equity we must pay what is the fair value.

Senator Harrison, Well, Mr. Secretary, in that $100,000,000 that
is proposed to be apﬁropriated you do figure the value of the ships
since the time we took them over?

Undersecretary Wixsrox. Yes.

Senator HarrisoN. And the patents and the radio station.

['ndersecretary Winsrox. You see there are 10 years of interest on
those ships.

Senator Joxes of New Mexico. I think it would be advisable at
this point to put in the record the resolution under which these ships
were taken.

The Cirairman. T was going to speak of it.

Senator Jones of New Mexico. On page 180 of this document Mr.
Neagle, of the office of the Judge Advocate General, Navy Depart-
ment, was the witness, and I find in his testimony this statement :

The ships that are referred to in this bill were taken over by the United
;a‘éutl(;;l under the presidential ordel in conformity with the resolution of May

. ¢, ¢

The a® or the vesolution provided that when the ships were taken, the
title should pass to the Government, so that those ships are Government

property now—at least, when they were taken—and did not at any time come
under the cognizance of the Alien Property Custodian.
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There weré about 100 ships seized, I belleve, and the resolution provided
that after they were taken the Navy Department should provide a board to

survey and appraise them.
A board was appointed for that purpose, and a survey and appraisal was

made, which was reported to the department, as contemplated by the reso-

lution. '
I would like to call the committee’s attention to the fact that the resolution

says that the report of the board shall be competent evidence in connection with
any claim,

Undersecretary WinstoN. May I suggest, Senator, that that reso-
lution is still in force, and that the appraisal will be competent evi-
denee before the arbiter in this case.

Senator JonEs of New Mexico. Well, why is it not competent evi-
dence before this committee?

Undersecretary Winston. It is competent prima facie evidence.

Senator Jones of New Mexico. Well, it does not say competent
prima facie evidence. It says “shall be competent evidence.”

Undersecretary Winston. Well, that does not mean it is conclu-
sive. It is evidence.

Senator Jones of New Mexico. Well, why should not this com-
mittee accept it as conclusive?

Undersecretary WinstoN. Because the resolution itself does not
make it conclusive, and because if you are doing equity you have
got to pay the fair value of those ships and not some value deter-
mined by a partisan commission. _

Senator SHortrIDGE. What are you reading from, Senator?

Senator Jones of New Mexico. I am reading from the testimony
taken before the Ways and Means Committee, and this was a gentle-
man from the Judge Adovate General’s office of the Navy who knew
about the appraisals.

The CuamrmAN. In the first volume.

Senator Jones of New Mexico. In the first volume of the hearings
before the House Committee.

Senator Epck. That is the latest hearing—the present session
hearings?

Senator Jones of New Mexico. No; not the present session. This'
was not gone into, as I understand it, at the present session.

Senator Reep of Pennsylvania. This was in the hearings on the

Mills bill.
Senator Jones of New Mexico. Mr. Mapes asked this witness:

Would it be your judgment, then, that it would be as well, perhaps, to take
the valuation fixed by the board as to provide for this way of fixing a valuation

on them?
Mr. Neaore. I believe that would be the only practical and reasonahle thing

to do. .

And in his testimony he goes into that question at length as to
how the appraisal was made, and why it is impossible now to get
any definite evidence to bear upon the question of valuation.

ndersecretary Winston. If Mr. Neagle’s statement is correct

that that is the only evidence availablg, and if the resolution makes
that competent evidence, that could be under this bill the only evi-
dence that the arbiter could consider.

Senaor Jones of New Mexico. Well, if we want the arbiter to set
that v» as the only evidence, why should not we do it now, and why
have an arbiter at all?




RETURN OF ALIEN PROPERTY ' 79

Undersecretary WinsroN. Because it may not be the only evidence.

Senator Jones of New Mexico. Well, we know in the nature of
things, and according to the statement of Mr. Neagle it is the only
practicable evidence. The ships are not here now. Their present
condition—I mean looking at them now—would only be a guess as
to what the condition was at the time they were taken over.

Senator Epck.. In other words, everything that has been expended
on them since has been expended by ourselves. '

Senator Jones of New Mexico. Yes.

Undersecretary WinstoN. The effect of that resolution, Senator
Jones, is to make our evidence, the GGovernment evidence, simply an
introduction of this appraisal, Then the burden is on the Germans
to show that it is wron;g.

fSenator Jones of New Mexico. Well, that is your construction
of it.

The CHairman, Well Senator Jones, you do r.t understand that
the limitation of $100,000,000 means that there is going to be $100,-
000,000 paid?

Senator Jones of New Mexico. That is just exactly what is con-
templated by this bill, in my opinion,

Senator Harrison. Well, there is not much doubt about that;
$100,000,000 will be paid.

Senator Rerp of Pennsylvania. Well, the House committee report
assumes that it will be paid.

Senator JonNes of New Mexico. Yes; it does.

Senator HarrisoN. Can you not figure up what will be the interest
charge since we took over these ships on the basis of this estimate,
Mr. Secretary?

Senator Rrep of Peansylvania. That is easy. It is 10 years’
interest at 5 per cent.

Senator HarrisoN. And also what the interest on this radio sta-
tion that we took over at that time will be, and then give us some
idea as.to the limitation of the patents that will be paid, so if we
\l\':mt to write it into this bill and reduce it to that figure we can
do it.

Undersecretary WinstoN., I have no information on which I can
put the limitation of patents. .

Senator Reep of Pennsylvania. Senator Harrison, the $33,000,000
appraisal for the ships would have added to it 10 years’ interest at
5 per cent, which would add one-half of the original appraisal, mak-
ing $50,000,000 payable to the shipowners now on the basis of
the Navy appraisal.

Senator Harrison. And then the radio station was valued at about
one half a million dollars, I understand, and there would be 10
years’ interest,

Senator Reep of Pennsylvania. Yes, and then the patents that are
valued are only those patents which the United States took from the
Alien Property Custodian or from the owners. It does not include
patents like the Chemical Foundation.

Senator HarzisoN. That is fixed.

Senator Reen of Pennsylvania. Which was held by the Custodian
or +old to ontsiders. It is only those few patents which the Govern-
ment took for its use and still holds.
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Senator Joxes of New Mexico. I find that the pertinent part of
the resolution referred to a while ngo is quoted by Mr. Neagle in these
hearings. Mr. Neagle says:

The resolution of May 12, 1917, the sccond section. says:

“That the Secretary of the Navy is authorized and directed to appoint.
subject to the approval of the President, n board of survey whose duty it
shall be to ascertain:the actunl value of the vessel, its equipment. appurte-
nances, and all property contained therein, at the t'me of its taking, und
make a written report thereof to the Secretury. ‘These findings shall be
considered competent evidence in all proceedings on any clalm for compen-
sation,”

Then, Mr. Neagle continues—

I have here the form in which the report of the boavd was made in each
case, They made a separate report on each vessel,

Then, he quotes—

The board appointed by the Secretary of the Navy under dite of May 149,
1017, with the approval of the President, after full and careful consideration
of the age and physical condition of the steamship (blank), its equipment
and appurtenances at the time of the taking thereof, and all other informa-
tion and facts bearing upon the value thereof. has axcertained and determined
the actual value of safd vessel, its equipment. and appurtenances, and of the
property therein contained at the time of its taking, to be (blank).

This value is composed of the following iiems:

(a) The vessel, its equipment, and appurtenances.

(b) All other property contained therein, including fuel, conswmable sup-
plies, eargo, ete. : :

Then on that form, in each case, the vilue of the vessel is stated.

Senator Bavarp., Taking into consideration all the things at the
time.

. The Cuamrmax. Then he goes on and says, in answer to a question
by Mr. Lea: -

My, Lia, Will you give us the total value of the ships as so appraised?

Mr. Mmnrs, Roughly speaking, $33.000,000,

Mr. Nzacre The value was placed on each ship separately, and has not heen
footed up; but it was in the neighborhood of between $33.000.000 and $35,000,000,
1 believe, for the 99 ships.

Senator Jones of New Mexico. And then Mr. Neagle later on says:

A good many of them have been sold. Some ave still in operation, both by
the Shipping Board and by the Navy Department.

_Senator Ener. If it is obtainable it would be interesting informa-
tion to have the price received for those that wexe sold.

Senator Joxks of New Mexico. I think it would. .

Senator Rrrp of Pennsylvania. That would depend upon the time.

Senator Snoxrripee. Does the record show that anybody filed any
protest or objection to that? .

Undersecretary WinstoNn. We were at war with Germany.

Senator Suorrringe. T grant we were: but had anybody questioned
the conclusions reached by that board? .

Undersecretary WixstoN., We have questioned those conclusions
veléy strongly. ) ,

enator Baxarp, Mr. Winston, it is your contention that this
Mized Claims Commission can place any value it pleases upon the
shg, s, notwithstanding this finding o1 the Naval Board of Inquiry?
«nator Reep of Pennsylvania. The arbiter would do that.
Un:dersecretary Winsrox. Any valne that is justified by evidence.

.

¢
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Senator Reekp of Pennsylvania, This would not come of the Mixed
Claims Commission. It comes to an arbiter who is established by the
bill. A single individual. , ’

Senator HarrisoN. Who was the arbiter?

Senator Riep of Pennsylvania. The President.

Senator Bavarp, But then he would have the corresponding right
under Mr. Winston's claim to arrive at any value other than the
$33,000,000 arrived at?

Senator Reep of Pennsylvania, Absolutely.

Senator Grorce. Not exceeding $100,000,000. :

Senator Reep of Pennsylvania. No; it would have to be not ex-
ceeding $100,000.000. He would have a right to arrive at any value,
The only rule set for him is the provision that these ships shall be
valued at their worth to the owner at the time of the taking, bearing
in mind the fact that they could not be used until the termination of
the war, which was stated as July, 1921, !

Senator Grorce. Which was an undetermined contingency at that
time., .
Senator Reep of Pennsylvania. Which was, of course, undeter-
mined at the iime they were actually taken.

The Ciammman. That date has been changed. I have the state-
ment from the department stating that it was 1919 instead of 1921,

Senator Kk of Pennsylvania. I do not see it.

The Cuairman. Well, I will get the (zovernment statement.

Senator Cukris. We can take that up later. .

The Cmairmax. We can take that up later, but 1 will assure you
that it is 1919 instead of 1921.

Senator Coxrres. Let us get through with the witness,

Senator Rexp of Pennsylvania. Mr. Winston, would this bill be
substantially satisfactory to the German claimants if we were to
provide that 40 per cent should be withheld and the first 20. per cent
of that should be paid in the years immediately suceeeding the pas-
sage of the act?

Undersecretary Winsron. That is a question I can not answer,
Senator Reed, becanse 1 Jdid not participate in any of these negotia-
tions in which the 20 per cent was fixed.

Senator Rekp of Pennsylvania. You see what we are doing is to
make the payment of the fuli 80 per cent to American nationals con-
tingent on the continuance of the Dawes plan payments for the next
six years. Now, it occurs to me that the wiser way to arrange it
would be to iet the German payments in full for their 80 per cent
depend upon that contingency. If anybody is going to take the
risk of a default in the next six years it onght to be the Germans who
do the defaulting rather than our people. _

Underseeretary Winsrox, Well, that is the way I feel about it
personally, but I did not participate in these arrangements and,
of course, I can not speak at all for the Germans,

Senator Reen of Pennsylvania. We place on 178 American claim-
ants all the risk that is involved for the continuance of the Dawes
plan for the next six years. ‘ S

Senator Joxks of New Mexico. And it is even more than that
unless we turn over to the American claimants $50,000,000 out of
the American. ‘Lreasury. ' ‘ . c

The Cuamrman. Yes. - "
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Senator Reep of Pennsylvania. Well, we are sure that they are
going to get $50,000,000 for the ships, Senator, because the ap-
praisal of 1917, plus accrued interest will make up 50 millions
of dollars. Xt occurs to me-—I do not like to protect this examina-
tion, but we might ds well clear up this_ point—it occurs to me
that if we provided that in ¢his special deposit fund was to go the
first $50,000,060 (Yay-able on account of ships, instead of 50 per cent
of what was paid on account of ships, then we make sure that there
will be that $50,000,000 fund, and we do not require the arbiter
to give them $100,000,000 for those ships. Do you catch my point?
- genator Jones of New Mexico. Yes; I catch your point. But
what I wanted to call attention to, in the estimate of time of pay-
ment, as made by the Ways and Means Committee in its report, it
includes the payment in 1927 of $25,000,000 on account of these
ships, and in 1928 of another $25,000,000 on account of the ships,
and to go to these American claimants the whole $50,000,000. And
upon that basis only will the American claimants get their full
amount. within the six-year period, and only on that basis will the
rest of this money be paid within 2614 years. And I call atten-
tion to the fact that the $60,000,000 allowed to the United States
by the Mixed Claims Commission is not provided for at all, either
interest or principal, and that as to that $60,000,000, even under
the calculation made by the Ways and Means Committee, we will
not begin to get any part of it until after 26 years. '

Senator Reep of Pennsylvania. Is that correct, Mr. Winston?

Undersecretary WinsToN. I do not get that.

The Cuairman. I do not so read it, Senator.

Senator Jones of New Mexico. If you will just look at the Ways
and Means Committee report you will see that that is the case.

Undersecretary WinsTON. You must remember that the alien
property is not held under the Berlin treaty as security for the
payment of the United States claims but only as security for the
payment of the claims of American nationals,

enator JoNes of New Mexico. But in the agreement for the
Mixed Claims Commission it was provided there that the claims of
the United States should be ascertained.

Undersecretary WiNsTON. Yes.

. Senator Jones of New Mexico. And the Berlin treaty, through
the provisions of the Versailles treaty incorporated, provided that
this property could be used for the payment of the caliins of the
United States,

Undersecretary WinsioN,. Oh,.yes, the Versailles treaty did.

Senator Jowes of New Mexico. Yes, which is incorporated in the
Berlin treaty. And so on the $60,000,000 of the claims ascertained
by the Mixed Claims Commission as due to the United States, no
part of the principal or interest will come to the United States until
after 26 years plus, and if you do not apply $50,000,000 out of the
Treasury to the payment of these claims, I do not know when we
would begin to get anything—probably not for 40 years. And
in the meantime we would have due us the $60,000,000 plus the 5
per cent interest, which would be more than doubled at that time, and
then you would have to amortize a debt, at that time of probably
$120,000,000 with 5 per cent interest out of a fund of less than
$11,000,000 annually.

.
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Undersecretary Winston. May I state the way it appeals to me
as a practical proposition. Certain courses can be taken. You can
confiscate the German property and apply it on the claims of the
American nationals amf) on the claims of the United States, and so
far as we are concerned we are paid. The Government and our

people. , ) .
Senator Reep. of Pennsylvania. Now that is what all of our allies

have done, is it not?

Undersecretary Winston. That is what the Allies have done.

Senator Jones of New Mexico. At this Point I wish to take ex-
ception to the use of the word “ confiscation ” in that connection, and
it seems to me that any American citizen, under the treaties which
have been entered into, should not for a moment think of using the
term “confiscation.” In my judgment it is not confiscation to use
this property in the way that is provided for in the Berlin Treaty.
Under that treaty the German Government itself has agreed to pay
its own nationals for this pr«:ferty, the German Government has
expropriated this property, and by its solemn agreement, its treaty
with the United States, has agreed that this property shall be used
in this manner for the payment of American claims. And in view
of all those facts I think it is entirely improper for any representa-
tive of the Government or any citizen of the Government to use the
expression “ confiscation ” in such connection.

ndersecretary Winston. I think the Supreme Court has said
we have already confiscated the property, and that is their language
in the Chemica{Foundation case. And then if we have already con-
fiscated it, Senator Jones, this would be simply the application of
E}roperty already confiscated. The second extreme is to return the
erman property and let the Americans wait until they get their
payment out of this 21/ per cent. And the reason for the returning
of the German property is the establishment of a public policy or
an international policy which the United States believes it should
establish. If the United States believes it should establish a public
policy it should establish that policy at the expense of the people
as a whole, and not solely at the expense of the American claimants.
So if Congress decides that they want to establish that policy of not
applying the property of enemy nationals to the debt of the enemy
government, then the United States should in equity sacrifice some
of its rights in favor of its nationals who have claims against Ger-
many. I have thought that we are taking too much from the
American claimants in returning their security until they are actu-
ally paid, but this compromise bill has been made. It has been ac-
cepted by all of the parties. The German property owners, the
German ship owners, and the American claimants.

Selnator vk, That is what you call the three-party plan, in other
words.

Undersecretary WinstoN. Yes, this compromise plan, and it
seems the only practical plan to settle these questions. I know it
is not perfect.

Senator JoNes of New Mexico, Well, I am unwilling to allow
American claimants and German claimants to get together and
agree upon a national policy for the United States, and that is the

effect ox this bill.
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* Undersecretary WinstoN. I do not think it is quite accurate to
state it that way, Senator. The policy was established by the House
of returning this German property, and the claimants got together
simply on what they thought was a fair treatment of them under
those particular circumstances. : '

Senator Jones of New Mexico. Well, I know that some of the
leaders in the House supposed that there was to be no charge upon
the Treasury of the United States, and that the American claimants
should be paid in full from other sources than the United States
"Treasury, and that in my opinion this bill does not accomplish those
pui}})’oses.

The CrarmMAN. Do you mean that some of the House members felt
that the Government of the United States shonld not pay a dolim
for ships that were taken? ‘

Senator Jones of New Mexico. No. '

- The Cramrman. Well, that is about the only money that the (iov-
ernment of the United States will have to pay. 4

Senator Jones of New Mexico. Are we not practically under
this bill waiving $60,000,000 with interest on a claim which has been
allowed to the Government of the United States?

Undersecretary Winsron. Their consideration for that is that you
are depriving the American claimants of their security for the sake
of a public policy which you wish to establish. ,

Senator Jones of New Mexico. Well, so far as I am concerned
I do not wish to establish any such policy.

Undersecretary WinstoN. Well, I am talking about Congress.

The Cuamman. That Congress wishes to establish.

Senator Jones of New Mexico. And as to that question of public
olicy, the way it is worded in section 2 of this bill, as I construe this
ill, 1s to establish a policy and at the same time guarantee to the

German claimants of this property that they will ultimately be paid,
and if in the course of time the payments under the Dawes plan

‘'should fail, or if they should fail within a reasonable time to pay

these German property owners for their property, they will come

‘to_the United States and say that “under your ' declaration of

policy in section 2 of this bill you have guaranteed to return to us
af;ll tltug property, and we now ask that an appropriation be made
or it.

" - Undersecretary Winsron. The alternative .is either to take this

German property and apply it on these claims, or to deprive the
Americans of their security without giving them an opportunity of
reasonable payment.
" Senator Groree. If we establish it as a. national policy, a policy
of this Government that we are not to take any property seized of
an alien or the national alien, thereafter at least the American citizen
could not claim that he had any security for any counter obligation
at all, because if we establish that policy, why then there is no
security left for the American citizen who has a claim.
Undersecretary Winsron. He has o security to-day.
Senator George. Well, he has it under this property.
Undersecretary Winston. Yes. S
Senator Groree. But now if you change that and say that not-
withstanding this treaty we are going now to declare the policy, why

.
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he has no security except the moral obligation, which we probably
would assume, to p‘s’?' him out of the Treasurﬁ. .

Undersecretary WinstoN. Well, that was the theory of the original
Mills bill, that we would establish this policy and the Treasury
would pay it. -

- Senator Grorge. Yes. Well then, Mr. Winston, this bill would
come to the same thing eventually. It is not inconsistent with the
orig%inal theory.

Undersecretary WinstoN. No, it is not.

Senator George. No, it is not. I so conceive it.

The Cramman, And I think if the Dawes plan failed we would
have to do that. :

Senator Grorce. Undoubtedly. - ‘

The CramrmaN. Undoubtedly. I said so before, and I say so now,
that that is what would happen.

" Senator Jones of New Mexico. I would like 1o make this point.
The statement was made by Mr. Winston just now that to hold this
property as security for the American claims is contrary to the
policy declared in section 2 of this bill. :

Undersecretary Winston. That is right. We are establishing a
policy different from the Berlin treaty.

Senator Jonks of New Mexico. Or in other words, we have estab-
lished a policy through the Berlin treaty which we by this bill now
say was wrong, but inasmuch as through the Berlin treaty we did
hold this property as security for the American claimants, that we
are now going to declare another policy, and inasmuch as we change
our policy our liability to American claimants accrues, There are
millions of dollars in claims against the government of Mexico to-
day. No suggeston has been made that the Treasury of the United
States should be responsible for any of those claims. And the only
reason now why it is suggested that the Government of the United
States is responsible for any of these claims is because through the
Berlin treaty we acquired properties which could be subjected to the
payment of these claims, and now it is sought to turn around and
and reverse the policy which has been declared by the Senate in its
treaty with Germany, and the golicy which has been declared by
all of the Allies of the United States, or the governments fighting
Germany during the war: it is going in the face of everything we
have done heretofore, of everything that all the other governments
have done in adjusting their claims against Germany. And I, for
one, feel that we are not justified in any sense of the term in deal-
ing with this question from any such premise.

Senator HarrisoN. Well, section 2 states thé facts, It says it
has been the established policy of this GGovernment.

Senator Joxrs of New Mexico. And it is the old traditional policy.

Scnator Rekp of Pennsylvania. Well, as to that” traditional
policy, I suppose it is not better expressed than in the Prussian
treaty of 1785, and all that that provides is that where private prop-
erty is taken it shall be compensated for, and we have made pro-
vision in the treaty of Berlin for compensation to these German
nationals, -

Senator Joxes of New Mexico. The Senator from Pennsylvania is
absolutely right about it. This in no sense can be considered con-.
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fiscation of this property by the United States if we apply it to the
settlement of these claims, And may I call atténtion further to the
fact—and I think we had better insert it in the record now—in a
memorandum which was furnished to Mr. Winston by the German
Government, which is printed in this pamphlet which we received
yesterday morning, a full statement is made there as to how Ger-
many has been compensating her nationals for the property which
has been taken over by ¥ngland, France, and the other countries.
Shie has compensated her. nationals, or provided. a means for com-
pensating her nationals; and, of course, they did not make any com-
nsation for German nationals whose property we have, because we
ave not yet disposed of it, and they nre simply waiting our disposi-
tion of it before they compensaie their nationals for it. The com-
pensation of their nationals for this property, certain classes of
pro ertg, is only 2 per cent, but that was because in Germany, owing
to the depreciated currency there the property of the nationals of
Germany living in Germany was taken through the inflation of the
currency, so that in a great many cases they got nothing. Its value
was wiped out as to them. And they thought that these German
nationals who had property in these enemy countries should not be
compensated at aray reater rate than the people:in Germany-were
being comﬁensate or their property and its depreciated value
owing to the extreme inflation of that currency. The whole state-
ment is made here in that pamphlet which was handed to us yester-
day. And at this point I would like to insert in the record the letter
and the memerandum to which I have just referred. This appears
at page 17 of Senate Document 191.

The letter referred to, together with the memorandum are here

printed in the record in full, as follows:)

WasHINGTON, D, C., November 16, 1926.

Hon. GARgARp B, WINSTON,
Undersecretary of the Treasury, Washington, D. C.

Drap Mr. WiNsToN : I understand that some members of the Committee on
Ways and Means are of the opinion that German nationals whose property
has been selzed by the United States were compensated by Germany and that
huge sums for this purpose appear in the German budget. I take the liberty
of drawing your attention to the annexed memorandum, which upon the
request of the State Department was delivered to Mr. Castle by the German
Bmbassy on April 20, 1926. It appears from this memorandum that no com-
pensation whatsoever has .been paid. to such German nationals, which, is
explained by the fact that under the laws of Germany compensation can
oniy be paid in the event of confiscation, it being the common opinion in
Germany that so far, the German private property seized by the United States
has not been confiscated.

I am, my dear Mr. Winston,

Very respectfully yours,
DR. KARL VON LEWINSKI,

MEMORANDUM

c On April 12, 1020, the following questions were submitted to me by Mr.
astle :

(1) X should like to know whether the German Government has taken any
assignment from German natfonals covering property now in the hands of
the Alien Property Custodian.

(2) Does the German budget for 1924-25 contain this provision: Settle-
ment charges, compensation for losses due to sequestration and liquidation of
German property in foreign countries, 289,000,000 marks? Does the 1925-20
budget, contain o similar provjsion? . )
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The first question I have already answered in the negstive. After com-
municating with my Government I have merely to confirm my statement,

As regards the second question I have upon inquiry received the following
information from my Government:

The German budgets for 1924, 1926, and 1926 contain certain items for the
allowance of compensation to German natforals whose property has been
confiscated by victorious powers during or in counsequence of the wac. The
table annexed hereto (Exhibit 1) specifies these it2ms and shows the ainounts
actually granted and paid under them to German nationals, This tabie shows
in particuldr, that the item of 289,000,600 marks contained in the budget
for 1824 and mentioned in Mr. Parker Gilbert’s report of iday 80, 1925, re-
ferred principally to losses caused to German nationals through compulsory
measures (expatriation and expulsion from territorfes ceded to allied powers
under the Versailles treaty) and to damage to German private property
caused by hostilities within the former German colonies. Only 17,400,000
marks out of this item of 289,000,000 marks were granted and paid for
damages caused by confiscation of property abroad. The corresponding items
in the budget for 1925 and 1926 are 89,700,000 and 4,141,200 marks, respectively.

The German legislation dealing with the compensation of German nationals
for losses sustained by confiscation of private property abroad is set out in
detail in exhibit 2. It appears from this exhibit that the compensation
granted by Germany in such cases averages 4,10 per cent of the pre-war
value, that in case of confiscation of cash or securities the percentage allow-
able is only 2 per cent and that in all cases where the loss sustained exceeds
200,000 .marks the percentage allowable for damages beyond this figure is
only two-tenths of'1 perdent.” |

German nationals, whose property in the United States was taken over
by the Alien Property Custodian under the trading with the enemy act,
have not received any compensation under the laws guoted in the annex and
are not entitled thereto for the reason that their property has not been con-
fiscated, but is merely being retained by the United States. If such property
were to be confilscated by the United States they would thereby become en-
titled to the same rate as allowed to Germans whose property was conflscated
by the allled powers. As, however, the assets held by the United States
consist almost exclusively of cash and securities the percentage to be applied
would, with a few exceptions, be 2 per cent of the pre-war value for assets not
exceeding 200,000 marks in each particular case and two-tenths of 1 per
cent for all amounts exceeding this figure.

It must be noted that the laws set out in the annex do not apply to ships
taken by the United States during the war for the reason that the losses sus-
tained by the German shipowners were settled on a different basis. The
shipbullding industry in Germany was a very .important one, employing many
thousands of mechanics and. laborers, and: the genexal welfare was especially
involved in this question for the double reason that these workmen were not
well adapted to other trades and that the acquisition of ocean-going vessels
to enable Germany to undertake once more an export trade—which also in-
volved the import of .raw materials. for - her factories—was necessary if
economic life was to be revived and the country enabled to live and to look
forward to the payment of reparation obligations. It was therefore considered
advisable instead of including the shipowners in the general compensation
scheme to meet their requirements for once and uil by the payment of a fixed
amount under the condition that the sum as so granted were to be used for
immediate reconstruction of at least a small part of the German merchant
marine. The amounts allowed under this settlement were at first calculated
in such a way as to equal about one-third of the pre-war value of the vessels
in question. Due to the depreciation of the German currency, however, the
sums paid out to the shipping companies decreased in value before they could
be translated into the form of ships actually built to such an extent that they
@id not cover more than approximately 10 per cent of the peace value of
the lost fleet. In view of this obvious inadequacy it was expressly provided
that the shipowners could retain for themselves any sums which they might
aftersards recelve from foreign governments on account of lost tonnage. As
far as the ships taken in American ‘ports are concernell the situation to-day
is that the former owners have not been compensated for them from any
source whatsoever and that in the event the United States make compensa-
tion for these losses the amounts awarded would go to the former owners

AN
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exclusively, the German Government having no charge or or share in the

amounts thus paid. .
WaAsHINGTON, D. C., April 20, 1926.

 Senator Reep of Pennsylvania. May I ask Mr. Winston what
is the amount awarded by the Mixed Claims Commission to the

United States? ~ L o
‘Undersecretary WinsroN. With interest it is about $60,000,000.

" Senator Reep of Pennsylvania. Without interest about $40,000,000

is that it? _ ,
.. Undersecretary WiNsTON. Yes, - '
- Renator Jones of New Mexico. And may I state there that all
of these other claims of American claimants include interest, and
if you put the United States claim on the same basis you would
call it $60,000,000 in the same sense that you used the expression
$180,000,000 for American claimants. . - :
~ Senator Srorrripce. Sendtor Jones, let me ask this question.
Does any one. question this proposition, that under the treaty between
us and Germany all the property which. we seized and still hold
may be applied to the settlement of claims of our citizens as against
Germany? Does an{bod ' question that nroposition ¢
* Senator Jonks of New Mexico. Yes; that is questioned.
- Senator SHortrRIDGE. Does not the treaty specifically so provide?
- :‘lSenator Jonks of New Mexico. My unqualified opinion is that
it does. ' ' " ‘
" Senator Suortrince. Well, such has been my opinion.
. .Senator Epek. The Secretary of State also correborates that.
Senator JoNes of Mexico. The Secretary of State is of the same
opinion, as stated in the record on yesterday. But in 1925, the
German ambassaddi in his lettei—and I think that should in the
record at this pointgmmade the claim that owing to the fact that the
Government of the.ATnited States had accepted 21/ per cent under
the Dawes reparatioi plan, that that was the snitable provision for
the payment of Aniifican claims called for in the Knox-Porter reso-
lution, which entered into the Versailles treaty. The Secretary of
State, Mr. Kellogg, made a reply to that claim. which in my mind,
is absolutely conclusive, and I think we had better insert at this
point the letter of the German ambassador to the Secretary of State,
the letter of the Secretary of State to the German ambassador, and
also the reply of the German ambassador to the Secretary of State,
- {The three letters referred to are here printed in the record in

fuil, as follows:)
THE GEBMAN AMBASSADOR (MALTZAN) TO THE SECRETARY OF STATE (KELLOGG)

{Translation}
GErMAN EMBASSY,
Washington, D. C., August ¢, 1925.
Under instructions from iny govermment I have the honor to submit to you
the following: : -
. “ Public opinfon in Gevinany has of liate been paying ever-increasing attet-
tion to the question of the release of such property, rights, and interests of
German nationals as:have come into the possession or vnder the control
of the United States on account of various legislative and other measures
during the war. . .
It is known to the American Government that the present economic situas
tion in Germany is a serious one, due principally to the scarcity of liquid
. - /
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funds. The fact that it was Impossible in spite of .all efforts to avoid dis:
continuance of important industrinl enteiprises is significant. In connection
with certain measures, for the execution of the Dawes plan and with the
debates concerning the new German-American commercial treaty, the opinion
was volced from various quarters that the restoration of those assets which
ave still being deétained by the United States might effectively relieve the
situation at the present critical moment, that such restoration would facilitate
the fulfillment to Germany's obligations and thereby benefit also her credi-
tors who are naturally interested in the maintenance of Germany's economic
equilibriom. The fear was expressxed that irreparable damage might be done
by letting the critical moment pass and it was even intlmated that- the
German Government by remaining inactive any longer might create the im-
pression on the American side as if it were prepared to leave time and means
of regulating this matter entirely to the discretion of the United States
instend of asserting the rights, secured to the Germam nationals by the
peace treaty in such a way that their recalization may furnish the. rellef
hoped for in the present scrious situation., The German Government can
not but recognize the validity of these arguments and it feels therefove that
it is now the proper time to lay before the Government of the United States
itx conception of the basic principles governing the guestion of the release. -

The German Government and the German owners of private propertly
affected by the measnres mentioned above have always recognized with special
satisfaction that the United States, as she chose to submit her claims arising
out of the war to an impartial arbitral tribunal, so on the other hand made
the disposal of the enemy property subject to regulation by trveaty. Instead of
reserving the right of applying. such property to the satistfaction of war clnims
by way of onc-sided liguidation the United States, by incorporating the joint
resolution of July 2. 1921, into the peace treaty and by thus making it con-
tractual law, has limited hersclf in recognition of the sacredness of private
propeity to impressing the Germun private property svith the churacter of a
mere collateral, granting at the same time to Germany a legal right for the
release of such property if certain conditions would be fulfilted by her, c¢on-
ditions which were contained in the originally one-sided resolution of July 2,
1921, but now forming part of the treaty.

The German Government is of the opinion that the fulfiliment of these
conditions is now complete, .

In particular the most-favored-nation treatinent in all matters affecting
residence, business, profession, trade. navigation, commerce, and industrial
property rights bas been granted by Germany and is in practical application
it will furthermore be secured for the future by the new commercial treaty, the
acceptance of which by the German Reichstag is to be expected within the
next few days.

The obligation which staunds puramount among the contractual conditions
mentioned abhove. viz, the obligation to make suitable provision for the satis-
faction of all claims against the German Govoernment of American nationals
arising out of the war has likewise been fulfilled. Germany has made such
provision: by adopting and conscientiously executing the Dawes plan. This
plan has established and fixed the maximum burden which Germany is able to
bear and has to bear in order to satisfy the various financial obligations
imposed upon her. It has deprived Germany of the possibility of making any
other provigion for the satisfaction of claims of every kind. According to its
clear worcing. the payments and deliveries to he made by Germany under the
plan are ic satisfy the clanims of the allied and of the American powers (pt. 1,
Sec. XI). The committee of experts has not hesitated to express its convic-
tion that by the obligations undergone by Germany, by the collaterals provided
by her and by the measures of control’ executed by the creditor States the
satisfaction of all those claims is being safeguarded within the lHmits of possi-
bility. Al these collaterals and guarantees apply also to the American claims,

The Dawes plan, according to its nature, considers Germany’s financial
obligations in their entirety; it does not deal with the claims of the creditor
States separately nor with the problem of distribution.  This problem was left
to negotiations between the creditors, leaving the debtor States entircely out
of contemplation. Consequently the measurement applied in distributing the
proceeds can in no way be used against Gerinany. This applies particularly
to the agreements reached in Paris as far as the United States is concerned,
including the settlement under which the United States is to be satisfled out
of the Dawes payments for the costs of the American occupation instead of
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being reimbursed directly by the allled powers which had already reccived
payment therefor from Germany. The fact remains that, by the acceptunce
and execution of the Dawes plan, Germany has made provision for the satis-
faction of all her obligations arising out of the war, including the claims of
the United States—provision which, under the circumstances, 1s the only one
possible and which, therefore, must be recognized as suitable under a falr
' {nterpretation of the treaty,

. The German Gevernnwent -comes therefore to the, eanclusion that the im-
pediments which so far stood in the way of the release of German private
property have now been removed und it hopes sincerely that the Government
of the United States, taking into consideration the above-described economit
needs of German commerce and industry, will in accordance with the treaty
of peance take the appropriate steps in order to restitute the rights and
inferests of German owners of private property which have been affected by
the various measures applied by the United States during the war.

Accent, ete,,
MArrzAaN.

THE SECRETARY OF STATE (KKELL0OGG) TO THE GERMAN AMBASSADOR (MALTZAN)

WASHINGTON, May 4, 1926.

I have the honor to refer to your excellency’s note of August 6, 1925, in
which, under instructions from your Government, you express certain views
with respect to the property of German nationals seized by the Government
of the United States during the war and still held by the Alien Property
Custodian pursuant to existing law.

The department.has .nated. that the. German Goveriment is of the opinion
that the conditions stipulated in the joint resolution of July 2, 1921, as incor-
porated in the treaty of August 25, 1921, restoring friendly relations between
the United States and Germany, have been completely fulfliled and that as a
result the impediments which have heretofore stood fn the way of the release
of the above-mentioned property have been removed. It has also noted that
your Goverhment, in the light of these elrcumstances and in view of the
economic needs of Germany, hopes that the Government of the United States—
“will in accordance with the treaty of peace take the appropriate steps in
order to restitute the rights and interests of German owners of private
property which have been affected by the various measures applied by
the United States during the war.”

It appears from your excellency's note that the German Government, having
tuken the steps outlined therein, is of the opinion that the United States i
under a present legal obligation to return to German nationals the property
selzed by the United States during the war and now held by the Alien Property
Custodian, or its preceeds.

"The 'Department of State s unable to concur in this conclusion. The treaty
of Berlin clearly accords to the United States the right to apply this property
8o far as necessary to the payment of the awards of the Mixed Claims Com-
raiss.on, United States and Germany and of the Tripartite Clatms Commission,
United States, Austrin and Hungary, or, in the alternative, to release it to
the former owners thereof, the determination of the policy to bhe followed
by the United States in this connection being specifically reserved to the
Congress,

Article IT of the treaty of Berlin provides that the United States shall
have and enjoy the rights and advantages stipulated for its benefit in cortain
parts of the treaty of Versailles, Among the rights and advantages thus
reserved for the benefit of the United States are those stipuluted in articles
207 and 248 of the treaty of Versailles. Subject to a reservation not materini
to the present question, paragraph (b) of article 207 of the trenty of Ver-
sailles confirms- to the allied and associated powers— ‘

¢ The right to retaln and liquidate all property rights and fnteres's helong-
ing at the date of the coming into force of the present treaty to German
nationals, or companies controlled by them within thefr territories. colonies,
possessions, and protectorates, including territorles ceded to them by the
present treaty.”

Subparagraph 2 of paragraph (h) of the same article provides that in
the case of powers not adopting the clearing house procedure (of which the
United States is one)—— ‘

-
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“the proceeds of the property, rights., and interests, and the ecash assets, of
German natjonals received by an allled or associated power shall be subject
to disposal by such power in accordance with its laws and regulations and
may be applied in payment of the claims and debts defined by this article or
paragraph 4 of the annex hereto. Auy property, rights, and interests or
proceeds thereof or cash assets not used as above provided may be retained
by the said allled or assecinted powor and, if retained, the cash value thereof
shall he dealt with as provided in article 243.”

Article 243 provides that there——

“ghall be reckoned as credits to Germany in respect of her reparation obli-
gations: (a) Any final balance in favor of Germany under * * * Sec-
tions III and IV of Part X (economic clauses) of the present treaty.”

According to paragraph (i) of article 207 of the treaty of Versailles—

“ Germany undertakes to compensate her natjionals in respect of the sale or
retention of their property, rights, or interests in allied or assoclated States.”

The United States has, therefore, a clear legal right under the treaty to
liquidate the German property seized by it during the war; to apply it or its
proceeds in satisfaction of amounts due in respect of claims by the nationals
of the United States with regard to their property, rights, and interests,
including companies and associntions in which they are interested, in German
territory, in satisfaction of debts owing to them by German nationals, and in
satisfaction of claims growing out of acts committed by the German Govern-
went or by any German authorities since July 31, 1914 ; to utilize any balance
in satisfaction of the losses and damages for which Germany is linble to the
United Stotes under the treaty of Berlin; and to expect Germany to compens
sate her nationals for any of their property thus liquidated and applied by the
United States. In this connection it should be noted that under article 231
of the treaty of Veriailles, ‘the benefits of which nre ‘also rexerved to the
United States by Article I of the treaty of Berlin, Germany accepts responsi.
bility, not only for herself, but also for her allles (among whom are Austria
and Hungary) for the loss and damage caused by the war.

In addition to the foregoing provisions, the treaty of Berlin contains in its
preamble the text of section § of the joint resolution approved July 2, 1921,
which reads as follows:

“8mro, 5. All property of the Imperinal German Government, or its successor
or successors, and of all German nationals, which was, on April 6, 1917, in
or has since that date come into the possesston or under control of, or has
been the subfect of a demand by the United States of America, or of any of
its officers, agents, or employees from any source, or hy any agency whatsoever,
and all property of the Imperial and Royal and Royal Austro-Hungarian Gov.
ernment, or its successor or successors, and of all Austro-Ilungarian nationals,
which was on December 7, 1017. in or has since that date come into the
possession or under control of, or has been the subject of & demand by the
United States of America, or any of its officers, agents, or employees, from
any source, or by any agency whutsoever, shall be retained by the United States
of America and no disposition thereof made, except as shall have been here-
tofore or specifically hereafier shall be provided by law until such time ax the
Imperial German Government and the Imperial and Royal Austro-Hungarian
Government, or their successor or successors, shall have respectively made
suitable provision for the satisfaction of all clnims agninst said Goveranments,
respectively, of all persons, wheresoever domiciled, who owe permanent alle-
giance to the United States of America, and who have suffered, through the
acts of the Imperial German Government, or its agents, or the Umperial and
Royal Austro-Hungarian Government, or its agents, since July 31, 1914, loss,
damage, or injury to their persons or property, directly or ind!rectly, whether
through the cwnership of shares of stock in German, Austro-Hungavian, Ameri-

can, or other corporations, or in consequence of hostilities, or of any operations .

of war or otherwise, and also shall have granted to persons owing permanent
nilegiance to the United States of America most-favored-nation treatment,
whether the same be national or otherwise, in all matters affecting residence,
business, profession, trade, navigation, .commerce, and Industrial property
rights, and untfl the Imperial German Government and the Imperial and Royal
Austro-Hungarian Government, or their successor or successors, shall have
respectively confirmed to the United States of America all fines, forfeitures,
penalties, and seizures fmposed or made by the United States of America
during the war, whether in respect to the property of the Imperial Government
or German nationals or the Imperial and Royal Austro-Hungarian nationals,
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and shall- have waived any and all peeuniary claims against the United States
of America.”

This resolution had for ity purpose the termination of the state of war de-
clared to exist between the Imperial German Government and the United
States of America by the joint resolution of Congress approved April 6, 1917,
and in the absence of effective treaty provisions between the two Governments
saving to the United States its rights in the premises, the Congress incorporated
in section § of the resolution the stipulations set forth above with respect to
such rights. The subsequent inclusion of this section in the preamble of
the treaty of Berlin in no way restricted or limited the rvights nccorded to
the United States by Article II thereof and outlined above. On the contrary
it is clear that the rights reserved by the United States in the joint resolu-
tion approved July 2, 1921, are in addition to the rights stipulated for its
benefit in those portions of the treaty of Versailles incorporated by reference
in the treaty of Berlin. Article 1 of the treaty of Berlin states that:

“ Germany undertakes to accord to the United States, and the United Statex
shall have and enjoy, all the rights, privileges, indemnities, reparations, or
advantages specified in the aforesaid joint resolution of the Congress of the
United States ot July 2, 1921, including all the rightx and advantages stipuluted
for the benefit of the United States in the treaty of Versailles which the United
States shall fully enjoy, notwithstanding the fact that such treaty hus not been
ratified by the United States.”

Accordingly, under the treaty of Berlin, the United States has the absolute
right to apply the property in the hands of the Alien Property Custodian, or
any part of it, to the payment of the awards of the Mixed Claims Commission.
United States and Germany. and the awards of the Tripartite Claims Commis-
sion, United States. Austria. and Hungary. The question whether this prop-
erty shall be so applied is, under the trading with the enemy act and under
section § of the joint resolution of July 2, 1021, as incorporated in the pre-
amble of the treaty of Berlin. reserved to the Congress. No agreement has
been entered into by the Government of the United States which is in any
way inconsistent with the rights of the Congress in this connection. {he
adontion by the German Government of the so-called Dawes plan did not
affect the rights of the United States with respect to the property held by
the Alien Property Custodian. The agreement of January 14, 1925, providing
for the distribution of the Dawes annuities and the participation of the
United States therein, was not in any sense an aceeptance by the United States
of such participation as “suitable provision for the satisfaction of all claims
against” Germany, Austria, and Hungary within the meaning of the treaty
of Berlin. The legal obligation of the German Gevernment under the treaty
of Berlin to provide for the payment of the claims of the United States against
it, and against Austria and Hungary, remains unimpaired. Article 27 of the
agreement of January 14. 1925, speoiﬂcallv provides that the terms of that
agreement “do not prejudice any rights or obligations of Germany under the
treaties, conventions, and arrangements at present in force.”

I have set forth the legal position of the Government of the United States
in considerable detail in order to avoid any possible misunderstanding thereof.
The question of policy ts, of course, separate and distinct from the question
of law and. as appears above, has heen reserved for determination by the
Congress, which body, ns your excellency is aware, is now considering that

question.
Accept, ete., FraNK B. KELLOGG.

1ad

THE GERMAN AMBASSADOR (MALTZAN) To THE SECRETARY OF STATE (KELLOGG)

[Translation}
GERMAN EMBASSY,
Washington, D. 0., December 9, 1926.

In your note of May 4, 1026, your excellency set forth in considerable detail
the legal position of tlw Government of the United States concerping the
release of German property and added that the handling in practice of the
question 1s to be kept separate from the legal position and that the Congress
of the United States, for which the decision conceﬁning German property must
be reserved, is now considering the question.

In view ot that explanation my Government would, atthough its legal position
differs from that stated in the note, refrain for the present from a discussion of

¢ ~
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the diverging legal positions and conflne itself to expressing the hope that

the deliberations of this Congress will arrive at some practical result that

will be satisfactory to the nationals concerned on both sides,
Accept, ete., ' MALTZAN,

Senator Jonks of New Mexico. It was the contention of our State
Department that the acceptance, through the Paris agreement, of the
21/ per cent had nothing whatsoever to do with the question as be-
tween the United States and Germany. That as between those two
Government: the rights of the parties were fixed by the Berlin treaty,
and that what we got through the Paris agreement, which gave us
21, per cent, was a mere accommodation of the subject by our asso-
ciates in the war, and that Germany in no sense was a party to it,
and that it did not modify the Berlin treaty.

Senator Epce. Additional insurance, as it were,

Senator JonNrs of New Mexico. Additional insurance. And I
think it would be conceded by every one that the State Department,
through the Paris agreement or any other agreement, would have
no authority to change a treaty which existed between this Govern-
ment and Germany. "

The Cuairman, -Well, Senator, that question was not involved in
the bill as it passed the House.

Scnator JoNes of New Mexico. That question is in a sense in-
volved in the bill,

The Cramyan. I can not see that it is involved in the bill at all.

Senator Jones of New Mexico. And I may state here that the
German Government has not agreed to this House bill, and the Ger-
man Government has insisted that all this property shall be returned.

The CramMan. Well, we do not have to take into consideration
what the German Government wants, or demands. The property
is in our hands, and we are going to dispose of it in some way.

Senator Jones of New Mexico. Well, I agree with you, but you
were saying that the House bill did not take that into consideration.
What I am trying to impress is that the House bill is simply an
agreement between private parties, and so far as anything of record
is known the German Government is still insisting that all this
¥roperty shall be returned, and is not consenting to the House bill.

do not think that we are bound to pay any attention to what Ger-
many has to say regarding the matter.

The Cuairman. None whatever. Senator Jones, do you want to
ask Secretary Winston any further questions?

Senator Joxes of New Mexico. Yes; I have been waiting for the
opportunity.

Senator Epse. I was going to suggest—I tried to once or twice—
that in view of the uncertainty, generally admitted, of the continua-
tion of the 21/ per cent under the Dawes plan, and in view of the
discussuion here which has brought out the fact quite clearly that
the German claimants are preferred in the distribution under the
bill to American claimants, £ would like to see the necessary amend-
ments prepared in such form that they can be before the committee,
so that we can give them further consideration, that would remove
that discrimination, either putting the American and German claim-
ants on a basis of 50-50, or giving the American claimants absolutely
first preference.

28623—27——7
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Senator Jones of New Mexico. And wounld the Senator include
in that the claims allowed by the Mixed Claims Commission to the
Government of the United States?

Senator Knce. Yes, certainly, to the Government of the United
States as well as the claims allowed to the citizens,

Senator Joxts of New Mexico. And would the Senator also
include in that the fact that under the Winslow bill there has already
been returned to GGerman claimants about $50,000,0007?

Senator Rerp of Pennsylvania. We do not have to include that in
an amendment,

Senator Epce. We know that as a matter of information, but I
am trying to get definitely drawn the necessary amendments which
would prepare this bill in such form that we could remove those
inequalities, if we agree that they exist. I would like to see it in
such form. ] '

Senator Joxes of New Mexido. And another point. Would the
Senator from New Jersey put the claimants of the ships and patents
on the same basis of payments as the other German claimants?

Senator Reep of Pennsylvania. Senator Jones, the owners of the
ships, once the value of the ships is fixed, are not treated as well
as the owners of the other property.

Senator JoNes of New Mexico. Why shouldn’t they be?

Senator Rerp of Pennsylvania. Because the 50 per cent is withheld
from them.

Senator Jones of New Mexico. Why shouldn’t they be?

Senator Rrep of Pennsylvania. I do not know what the reason
was, vut they seem to be satisfied not to be.

Senator Jones of New Mexico. Well, if I may hazard a surmise,
I think it was upon the theory that $100,000,000 would ultimately
be appropriated, and if they got $50,000,000, they were getting more
than they were entitled to.

Senator Suorrringe. Mr. Chairman, may I ask this question for
the record? Have we now in possession ample property in value
to satisfy all the legitimate claims of our nationals and the claims
of our Government ? ’

Undersecretary Winsiox. We have just about that. The estimate
of the property in our possession is $250,000,000.

Senator SHORTRIDGE. Yes.

Undersecretary WinstoN. The estimate of the claims is between
$240,000,000 and $250,000,000.

Senator Suorrrinee. Well now, has not Germany agreed solemnly
in treaty that we may apply that property in satisfaction of the
claims of our nationals?

Undersecretary Winston. No question.

The CHARMAN. Senator, I am quite sure that it would be
absolutely impossible to pass a bill or amend this bill to carry out

. your thought there and the House agree to it. What we want to do

1s this: We ought to take into consideration at this time legislation
that we can get action upon here, and if it does not clean it all up,
why let us clean up as much of it as we can. I think the suggestion
made by Senator Reed of Pennsylvania, changing that 20 per cent
to 40 per cent, perhaps, would meet the situation better than any-
thing else that has been suggested here as far as our American
claimants are concerned, -



/
RETUNN OF ALIEN PROPERTY 95

Senator Joxgs of New Mexico. Well, if the Senator will just stop
~and think for a minute he will find that that does not get us very far.
It only puts into the pot an additional $40,000,000.

Senator Reen of Pennsylvania. May I make this suggestion to
Mr. Alvord, who has prepared the language of this bill, as I under-
stand it. Will you prepare for the consideration of the committee
such amendments as these: First, a change from 20 per cent to 40
per cent in the amount retained from the German claimants gen-
erally. Next, a provision that the German ships taken by the United
States shall be paid for at their value as ascertained by the Naval
Commission of 1917. Next, that the owners of those ships shall be
compensated on that basis in the same manner as other German
claimants. Do you catch my idea? That having estimated the
ships at the basis of the appraisal of 1917, then those German
claimants shall be put in with the 6040 per cent arrangement of
other German claimants. And finally, & provision that after Ameri-
can claimants have received their 80 per cent, and after German
claimants shall have received 80 per cent, then the United States
shall participate in respect to its claim of $60,000,000 on an equality
lw“'](]l ?all those who share in the remaining payments. Is that
ucid |

Mr. Arvonp. Yes.

Senator Reep of Pennsylvania. I do not know where that will leave
you in the matter of finance, but I think those amendments are
worth considering.

Senator Epge. That brings it to the 50-50 per cent basis that we
are discussing, will it not, Senator?

Senator Reep of Pennsylvania. Yes

The Cuamman. You want the 214 per cent then to apply on
the balances that will be shown by these changes just the same as it
is under the provisions of the bill.

Senator Reep of Pennsylvania. Well, substantially it is this, that
every private individual in both nations shall have rceived 80 per
cent, thereafter in getting the 20 per cent they shall share equally with
tllle' United States Government in the payment of its $60,000,000
claim.

The Cuairman. That is, every claimant who has a claim over and
above $100,000.

Senator Reep of Pennsylvania. Yes.

Undersecretary WinsToN. May I make one suggestion with re-
spect to using an arbitrary figure; I mean fixing the report of the

avy as the amount of compensation for the ships. We took some-
thing over 600,000 tons of ships. The Navy valuation is about $50
a ton. The actual valuation of ships on the world market at that
time was over $100 a ton. Jf we fix what is not the value of those
ships, but some arbitrary figure, will not the Allies be in a position
to say that we have retained a portion of these ships or their value,
and that portion must be credited against Germany’s reparations
under the agreéement made by Mr. Hughes with Mr. Chamberlain in
the notes which are of record.

Senator Jones of New Mexico. My reply to that is this, that under
the Berlin treaty this property is to be disposed of according to the
laws of the United States, and anything that the Congress may do
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in the matter under the Berlin treaty becomes an absolute settle-
ment of the question.

, Ur;ldersecretary WinsronN. Maybe with the property, but not with
the ships. .

Senator Reen of Pennsylvania. I think that the answer to that is
this, Senator, that if we take them at an appraisal made contem-
poraneously it does not lie in the mouths of tﬁe Allies to say or to
tay to prove that that was not a fair appraisal. And when you con-
trast the value per ton allowed by the gavy with the going market
value in the world at that time, there are two factors that ought to
be taken into consideration. One is that the market value for ships
of $100 per ton was based on ships in fit condition, and these ships
were rendered unfit, so that many of them required the expenditure
of millions of dollars to put inte condition. And in the next place
these were interned ships which did not have the world market
value to their owners.

Undersecretary WixstonN. That is the point, and I think we may
come down to a value of approximately what the Navy applied).
But if you take an appraisement made by a department of our own
Government on ships that we were taking and make that value con-
clusive, then we can not say to the Allies that we have paid the real
value of these ships.

Senator Reep of Pennsylvania. Of course we can. We can say
the value was ascertained in this way. How can they come and say
that our Navy was corrupt in its estimate?

Undersecretary WinsToN. Well, just look at the proposition that
there is a $50 per ton valuation am‘i] the world's market at that time
was $115 per ton, and then take into account the deductions for
putting those ships into commission, which will never bring them-
down to $50 a ton.

Senator Reep of Pennsylvania. Do you think not?

Undersecretary Winston. Oh, no.

) ?enntor Suorrrince. What was the condition that the ships were
in

Senator Reep of Pennsylvania. Everything that could be smashed
was smashed.

Senator Suortrmee. Well, so it depends on the actual condition
that they were in whether they were worth $50 or $100 a ton.

Senator HarrisoN. They thought they did destroy the ships.

Senator Reep of Pennsylvania. They thought they had destroyed
the sh(iips. The cylinders were cracked and electrical machinery de-
stroyed.

ndersecretary WinstoN. I should say the fact of fixing the value
arbitrarily, which would permit the Allies to say that the difference
between that arbitrary value and the real value must be taken from
your 21} per cent reparations, will be simply to deprive the Ameri-
can claimants of getting anything out of the reparations.

Senator McLeaN. England must have taken some German ships.
How did she appraise their value? ,

Undersecretery WinstoN. They took the ships, and, as I recall,
one was at about $62 a ton and one $86 a ton.

Senator McLeaN. Yes; and they were not destroyed. They were
in good condition, were they not?
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Undersecretary WinstoN. That was the value of the ships after the
armistice. They were credited to that amount.

Senator McLean. They were in seagoing condition.

Senator Gerry. Those were new ships building, were they not?

Senator McLean. Yes; in good condition, seagoing ships, and they
were appraised at only $10 a ton more.

Senator Bavarp. What are we going to do in the face of the book
published by Ambassador Bernstorff in which he says that under his
orders from the German Government these ships were put out of
commission

Undersecretary WiNstoN. I am not saying that we pay for those
ships a cent more than they were worth. All I say is that you
should not fix an arbitrary value on them, but you should let this
valuation of the Navy go in as prima facie evidence, and if it can
be established that the ships in the condition that they were then
to their then owners were worth more than that, why let us give them
that value.

Senator Joxgs of New Mexico. I suggest at this point there be
inserted in the record the quotation from Bernstorft’s hook just
referred to by the Senator from Delaware.

(The following was presented by Senator Bayard for the record:)

These reports are confirmed in Count von Bernstorff's book, My Three Years
in America, in which he recounts the incldents during the time he was German
Ambassador to the United States. In this book, Count von Bernstorff refers
gouthe matter of disabling German ships by order of his Government as
ollows :

“On January 31, at 5 o'clock in the afternoon, I handed Mr. Lansing
the official communication about the U-boat war. This was my last political
interview in America. We both knew that the end had come, but we did not
admit the fact to each other. The Secretary of State contented himsclf with
replying that he would submit my communication to the President. I cherished
no illusions regarding the expected outcome of this interview, for the ultimatum
of April 18, 1916, no longer allowed of any chance of preventing the rupture
of diplomatic relations. Consequently, on the morning of the 31st of January
I had already given the order that the engines of all ships lying in American
harbors were to be destroyed. I had alrendy been given instructions to
this effect at the time of the Swusser crisis, and these instructions had now
been repeated from Berlin. As a matter of fact it was dangerous to allow
of any delay, for on the evening of January 31, our ships were already selzed
by the American police. As far as I know, however, all of them, without excep-
tion, were made unfit for use before this occurred.” .

The CrarMAN. I want to say that England did not get just those
two ships that he speaks of here. All of those ships were turned
over to the Allies and valued at 745,000,000 gold marks. And the
were distributed to the Allies, and England got her proportion. It
was stated here the two ships were valued.

Undersecretary Winston. I am saying two valuations, not two -

ships.
The Cuammman. Two valuations, not two ships; yes.
Senator Gerry. But two of the main ships that England got were
in perfect condition, and they were not completed when she got them.
‘he Cuamyan. England got many ships, and they were valued
at $62 and eighty some odd dollars per ton. ‘
Senator Gerry. Yes; but she did not get ships that had been put
out of commission by Germany on purﬁose to prevent their use, which
is what we did in the liners we took over here, and some of the

largest ones.
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Now, I would like to ask another question there and see if I am
straight on the record. As I understand, Mr. Winston, these claims
are only claims that have been settled by the Mixed Claims Com-
mission, and that commission has never been agreed to by the Senate,
and they set an arbitrary date, did they not, in which claims had to
be handed in?

Senator Reep of Pennsylvania. No; that was set by notes ex-
changed between our ambassador to Germany and the German
chancellor on August 10, 1922, The date when the Mixed Claims
agreement was signed these notes were passed, and one of the agree-
ments in those notes was that all claims to be considered must be
presented within six months of the first meeting of the commission,
which happened to come on October 9, 1922.

Senator Gerry. Now, as I understand it, that Mixed Claims Com-
mission was not agreed to by the Senate

Senator Reep of Pennsylvania. No.

Senator Gerry. Therefore it is not official to that extent.

Senator Reep of Pennsylvania. Oh, yes; I think it is within the
President’s right to create it.

Senator Gerny. It is a question of whether it is or aot, I think
I think there is that question.

Senator Harrisor:. Mr. Chairman, while amendments are being
suggested I think just striking out section 2 would get at the propo-
sition, but I would like for some thought to be given to how you
modif 7 it, to take it out from the proposition that we are declaring
a traditional policy of the Government which is contrary to the
Berlin treaty.

Senator Jones of New Mexico. It seems to me that there is no
occasion here to declare any national policy at all, and therefore in
my judgment section 2 of the bill should be stricken out absolutely.

. Senator Reep of Pennsylvania. What do you see to be the neces-
sity of section 2, Mr. Winston ¢

Undersecretary WinstoN. That I would think would be to meet
in part the complaint that the Allies may make that we are actually
taking some of this property. We negative that by declaring that
we propose to return it, and we propose to pay for these ships. It
may also be to meet the objections of an element in Congress that
feels we should return this property at once and should not use it
at all in aid of paying American claimants.

Senator Reep of Pennsylvania. I can see how it would be some
slight help to us in meeting the claim of the Allies that we had paid
American claims, and therefore were no longer entitled to the 214

er cent, but I can see also that it would be extremely embarrassing
in fature years if we have other wars,

Senator Jones of New Mexico. And the Allies can not in my
judgment make any complaint regarding any disposition that we
will make of this property.

Senator SmorTrIiDGE. What right have they to make complaint?

Senator Reep of Pennsylvania. Because they are giving us 21 per
cent out of their pool.

Senator SuortripGE, Well, if we pay our nationals and our Gov-
ernment then we could certainly retire from the 214 per cent.

Undersecretary Winston. That is all they ask us to do.

.




i
i

RETURN OF ALIEN PROPERTY 99

Senator Joxes of New Mexico. Clearly under the Berlin treaty -
we are authorized to dispose of this property in any way we see
fit and apply the proceeds in any way we see fit, so far as the
Allies or the German Governmment are concerned.

Senator Reep of Pennsylvania. One more suggestion, Mr. Alvord.
I can see that the amendments that I outlined to you would prob-
ably create a fund in this special deposit account that would not
be suflicient to comply with the intentions as to immediate payments,
Will you also prepare an alternative amendment to the effect that
the first $50,000,000 found to be due for ships, patents, and radio
stations taken by the Government shall be deposited in this special
deposit account. The bill as it stands provides for 50 per cent of
it being put in. My idea is that the first $50,000,000 should go in.

Senator Bayaro. Rather than a percentage.

Senator Reep of Pennsylvania. Rather than a percentage.

Mr. Avvorp. For distribution in the order that the bill states?

Senator Reep of Pennsylvania. Yes.

Senator JoNes of New Mexico. Well, I think the ship claimants
ought to be put on the same basis as other property claimants.

enator Reep of Penns*vlvania. It would appear so to me, Senator,
but it appears that the claimants themselves have agreed that they
should not be, and it appears to me that if we were to put them on
the same basis then our special deposit fund will not be big enough
to take care of the necessities of the bill.

Mr. Avvorp. May I suggest to Senator Reed, these proposed
amendments will require rewriting of a considerable part of the
bill, and it would take a considerable time to do it.

Senator Reep of Pennsylvania. So that we ought not to mect to-
morrow for that. Mr. Chairman, Mr. Alvord, who has very kindly
consented to prepare these amendments, says that he can not do it
between now and the meetinﬁ to-morrow morning, so I suggest that
we might adjourn until such time as he reports to you that he is
ready to submit them.

The Cramman. Well, I suppose there are other questions here
involved in this bill that we can go on with. Senator Jones, you
wanted some witnesses called here, did you? And we can go on
with those witnesses, I suppose.

Senator JoNes of New Mexico. Well, I am simply one member
of the committee. And I did not or have not undertaken to assume
the burden, or directing the course of testimony which this commit.
tee will take. T do not know now what the chzirman of the commit-
tee has in mind, but I think there are several facts that ought to be
made much clearer than they have been made. If the chairman of
the committee and the majority of the committee are willing to
stop the investigation here, why that I would like to know. But
if the chairman thinks that we should have any more facts I think
that they should be developed under his direction.

The Cuairman. Well, I want to know the wishes of any member
of the committee, and if they want any particular person here to
testify I want them to have that chance, Now, as far as the chair-
man 1s concerned the witnesses that have been here have given the
information, as far as they could here, that I thought that the
committee would want beyond the question of a doubt. Now there
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may be other witnesses, but I haven’t them in mind, unless it is
Mr. Bonynge. I think Mr, Bonynge ought to be heard.

Senator HarrisoN. Who is he, the attorney?

The CuairmaN. Noj; he is the American agent. I think he ought
to be heard, and we can go on with him to-morrow. XIf we could go
on to-morrow with Mr. Bonynge, and perhaps some of the members
of the committee would like to hear from the Alien Property Custo-
dian, Senator Sutherland. And that is all I had in mind, Senator.
But if you have anybody else?

Senator HarrisoN. What is the matter with the representative
who is representing these German claimants and the attorney that
represents all the American claimants?

Senator Jones of New Mexico. If there has been any agreement
regarding any legislation, I think this committee ought to know
what the agreement is and who made it.

The CHairman. Well, I read it to the committee, Senator, and
I will hand it to yon now. I do not believe you were here, though,
at the time. But you can take this letter if you want to. It was
given to me in confidence, and T read it to the committee.

Senator Ernst. Why not have the people come before us that
made the agreement

Senator Jones of New Mexico. I do not think we ought to have

anything in confidence here. I do not want to know anything which

I can not tell to the Senate and to the country. I do not want any
confidential information. And if that letter is in confidence I do
not care to read it. .

The CHammaN, Congressman Green sent it to me in confidence.

Senator Harrison: Well, is there any objection to having the
representative of these German interests and the representative of the
American claimints before the committee to see what kind of an
agreement thdy have got?

"The Crairman, Well, if the committee wants to ask them to come
here, I will be glad to do it.

Senator Joxks of New Mexico. Well, so far as I am individually
concerned, I am neot willing to legislate on any agreement between
any parties, so far as that is concerned.

The CHamrman. Yes, that is what you have stated.

Senator Jonrs of New Mexico. And declare the policy of the
United States. - :

Senator Ernst. I don’t think there has been any agreement, I
think they have reached the conclusion that that is the best they
ocun do, and are willing to have it accepted and disposed of. I think
there is nothing beyond that,

. The -Cuaimrman, I think that is all there is to it, but of course
that would be an agreement. :

Senator Jones of New Mexico. Well, I do not want to settle this
thing on the mere question of think. I believe we ought to have
facts here and out in the open so that everybody may know just
what there is behind anything we do.

Senator Ernst. Mr. Chairman, I suggest you send for the chair-
man of the American Claims Commission.

The Cuamman. Well, we will have Mr. Bonynge here to-morrow -

and then Senator Sutherland. And then I will ask also the repre-
sentatives of the claimants to be here.



~

RETURN OF ALIEN PROPERTY 101

Senator Jones of New Mexico. I would like to request that some
accountant of the Treasury Department be delegated to make an
estimate of the time when the United States could get its claim

aid under the provisions of the bill as it passed the House, and
instead of using !E.")0,000,000 for the payment of these claims use only
$25,000,000. You will observe that in the report of the Ways and
Means Committee they use $50.000,000 there in the payment of these
American claimants out of the Treasury or the ship money. I
mean in the estimate which is given by the Ways and Means Com-
mittee.

 Undersecretary Winsrox. You want that continued, Senator, so
as to show the payment of the $60,000,000 of American claims?

Senator Joxes of New Mexico. Here you have got $25,000,000 in
this $104,000,0600.

Undersecretary WinstoN. I understand,

Senator Jonrs of New Mexico. And here you have got the other
$25,000,000. But do not include this second $25,000,000.

Undersecretary Winsron, T will have that done for you. That
was done in my office. »

Senator JoNes of New Mexico. And run it on through so as to
show when the United States claims will be paid.

Senator Gerry. Mr, Chairman, while we are arranging for these
hearings, I am getting a great many protests from claimants who
say that they had not sufficient notice to file their claims within the
six-months' period, and T think we ought to have a representative of
theirs appear before the committee,

The Cramnan. Well, what could they say ?

Senator Gerry., Well, ¥ want to hear what they could say, Senator.

The Cuamman. Well, we all acknowledge that. There isn’t any
doubt but what there are claims here. :

Senator Jongs of New Mexico. I have requested the State Depart-
ment to furnish us with a list of those people so that we may know
the amount of their claims shich are being pressed.

Senator Gerry. And then, later, if we want to have the commis-
sion’s view of it we can summon one of them to appear.

Senator Jonrs of New Mexico. I think you are quite right. They
ought to have a hearing before the committee,

Senator Gerry. I think they are entitled to the hearing so the
committee can have some information on it itself. '

The CuammaN. The committee will stand adjourned until 10
o’clock to-morrow morning.

(Thereupon, at 11.50 a. m., an adjournment was taken until 10
¢’clock a. m. the next day, Wednesday, January 12, 1927.)

28623—27—8
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WEDNESDAY, JANUARY 12, 1027

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, Rgrsuant to adjournment on yesterday, at
10.30 o’clock a. m., in Room 312, Senate Office Building, Senator
Reed Smoot (chairman) presiding.

Present: Senators Smooth (chairman), McLean, Curtis, Reed of
Pennsylvania, Ernst, Wadsworth, Shortridge, Jones of New Mexico,
Gerry, Harrison, Bayard, and George. ‘

Also present: Hon. R. W. Bonynge, American agent before the
Mixed Claims Commission; William P. Sidley, attorney at law,
representing the American War Claims Association and others;
Hon. Howard Sutherland, Alien Pro exﬁr Custodian; Dr. J. W.
Kiesselbach, German commissioner on the Mixed Claims Commission,
and Dr. Karl von Lewinski, German agent before the Mixed Claims
Commission.

The CHarmaN. If the committee will come to order we will begin
the hearings.

STATEMENT OF HON. GARRARD B. WINSTON, UNDERSECRETARY
(IN CHARGE OF FISCAL OFFICES), DEPARTMENT OF THE
TREASURY—Continued :

The CuairmaN. The figures that the committee asked you for, Mr.
Winston, yesterday, will be out how soon?

Undersecretary WinstoN. I think ‘we ought to have them to-day.

Senator JonEs of New Mexico. I will ask you, Mr. Winston, if you
know anything about the claims against Austria?

Undersecretary WinstoN, Only to the extent that I have talked
the matter over with the Austrian minister. It was referred to me
by the State Department.

Senator Jones of New Mexico. What condition is that in?

Undersecretary Wins1oN. The period of limitations for filing of
those claims ends in the latter part of #his month, and until those
claims are all in it is difficult to come to an accurate estimate of what
the amount of claims may be.

Senator Jones of New Mexico. Well, are they being adjusted by a
separate commission { :

Undersecretary WinsToN. Yes.

Senator Jones of New Mexico. When was that created?

Undersecretary Winston. Mr. Bonynge, do you know ¢
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Myr. BonyneE. I think it was in September of last year. Prob-
ably the year before.

Senator JoNes of New Mexico. Well, that is under a different
treaty, is it?

Unciersecretarv Winston. It is under an arrangement between
Austria and the United States. o

Senator JonNes of New Mexico. What do you understand that ar-
rangement to be?

Undersecretary Winston. I have not seen that.

Mr. Bony~NGE. Similar to the German one. -

Senator Reep of Pennsylvania. It was signed November 26, 1924;
ratified by the President August 4, 1925; ratified by Austria Au-
gust 25, 1925 ; ratified by Hungary November 5, 1925. Ratifications
were exchanged December 12, 1925. .

‘Senator Jones of New Mexico. I would like to insert in the record
at this point the provisions of those treaties relating to the settle-
ment of private claims. ‘

The Cirairman. Of Austria and Hungary ?
~ Senator Jones of New Mexico, Of Austria. and Hungary. I be-
lieve e have no treaty with Bulgaria, and we are working on the
treaty with Turkey now. . ' ' o

Undersecretary Winsron. I have never heard of any claims
against those two nations, L ' :

‘Senator JoNks of New Mexico. Well, there is a separate treaty
with Hungary also? . ‘

Undersecretary WinstoN. This includes. Hungary. This is a tri-
partite agreement. :

_-The Cuarrman. If the Lausanne treaty passes, then, of course, the
State Department would immediately provide for a claims commis-
sion to settle whatever claims there may be between the two Govern-
ments. - )

" 'Senator Jones of New Mexico. Well, the point I was wanting to
get of record is if there is any provision in the Lausanne treaty for
the settlement of claims against Turkeiy, and I would like to have
the provision inserted in the record so far as it relates to settlement
of t}mse claims. )

. The Cuaryan. I think there is in this present Lausanne treaty
a provision. L

""Senator JoNes of New Mexico. I was not sure about it.
. Senator Reep of Pennsylvania. You asked me whether there was
a separate treaty with Hungar{. There was such a treaty made at
Budla)npest in 1921. It was proclaimed by the President on December
20, 1921. The treaty with Austria was made at Vienna at the same
time, and was proclaimed November 17, 1921. L

" Senator Jones of New Mexico. Well, I would like inserted in the
record the provisions of that treaty so far as it relates to the private
property rights in the settlement of private claims. And I would
like the agreement between the United States and Austria and Hun-
gary, the tripartite agreement, Treaty Series, No. 730, inserted.

The CrairMaN. runator Jones, I am told that this treaty is in
exactly the same tems as the treaty of Versailles in providing
therefor, and all the other treaties that have been agreed to by our
Government. '

«

>



Rl

RETURN OF ALIEN PROPERTY 105

Senator Jones of New Mexico. Well, that is what I wanted to have

appear. :
p’i)‘he CuamrmaN. The Knox-Porter resolution is incorporated in
each one of them.

Senator Jones of New Mexico. Well, if that is true it probably
will not be necessary to insert these provisions separately. Suppose
you make the statement about these other treaties.

Mr. Puexix. The treaty of Berlin and the treaty with Austria and
the treaty with Hungary establishing friendly relations with those
three Governments contain mutatis mutandis the same provisions
regarding the settlement of claims and the reparation obligations
of these Governments. :

Senator Jonks of New Mexico. And the retnra of froperty, ete.?

Mr. Pur~Nix. The treaty of Versailles, the treaty of Trianon, and
the treaty of St. Germain have identical provisions with respect to
the propeity rights of the ailied and agsociated Governments against
those (Governments.

The Cizairman. So there would be no necessity of putting it in.

Senator Jonrs of New Mexico. No necessity then to cos)y those
provisions in. And, Mr. Bonynge, I suppose you will be able to tell
us something about the amount of the claims filed ?

Mr. BoNyYNGE. Yes,

The Cuamrman. That is what we had Mr. Bonynge here for.

Senator Jonks of New Mexico. Then I will ask that there be.

placed in the record only the agreement between the United States
and Austria-Hungary.

(The agreement between the United States and Austria-Hungary,
Treaty Series, No. 730, is here printed in the record in full, as
follows:)

TREATY SERIES, NO. T30.~—AGREEMENT BETWEEN THE UNITED STATES AND AUSTRIA
AND IIUNGARY FOR THE DETERMINATION OF THE AMOUNTS 170 BE PAlD BY AUs-
TRIA AND BY HUNGARY IN SATISFACTION oF THEIR OBLIGATIONS UNDER THE
TREATIES CONCLUDED BY THE UNITED STATER WITH AUSTRIA ON AUGUST 24,
1021, Axp wiTii HUNGARY ON AveusT 20, 1921,

Nigned at Washington, Novemher 26, 1924,

Ratified by the President, August 4, 1925,

Ratified by Austria, August 25, 1925,

Ratified by Hungary, Novembher 5, 1925,

Ratifications exchanged at Washington, December 12, 1923,

The United States of Amerien and the Republic of Austria. hereafter de-
seribed as Austria, and the Kingdom of Hungary, hereafter deseribed as Hun-
garty, being desivous of determining the amounts to be paid by Austria and by
Hungary in satisfaction of their oblizations under the treaties coneluded by the
United States with Austria on August 24, 1921, and with Hungary on August
20, 1921, which securve to the United States and its nationals rights specified
under a Joint Resolution of the Congress of the United States of July 2, 1921,
dncluding rights under the Treaties of St. Germain-en-Laye and Trianon, re-
spectively, have resolved to submit the questions for decision to a commissioner
and have appeinted as their plenipotentiaries to sign an agreement for that
purpose

The President of the United States of America, Charles Evans Ilughes,
Secretary of State of the United States of America. :

The President of the Federal Republic of Austria, Mr. Edgar L. G. Prochn’k,
Chargé d’Affaires of Austria in Washington, and : .

The Governor of Hungary, Count Liszl6 Széchényi, Envoy Extraordinary
and Minister Plenipotentiary of Hungary to the United States, .

Who, having communicated their full powers, found to be in good and due
form, have agreed as follows: .

i o e €
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. ArtioLe I

The three Governments shall agree upon the selection of a commissioner who
shall pass upon all claims for losses, damages, or injuries suffered by the
United States or its nationals embraced within the terms of the treaty of
August 24, 1921, between the United States and Austria and/or the treaty of
August 29, 1921, between the United States and Hungary, and/or the Treaties
of St. Germain-en-Laye and/or Trianon, and shall determine the amounts to
be paid to the United States by Austrin and by Hungary ‘n satisfaction of all
such claims (excluding those falling within paragraphs 5, 6, and 7 of Annex I
to Section I of Part VIII of both the Treaty of St. Germain-en-Laye and the
treaty of Trianon) and including the following categories:

{1) Claims of American citizens arising since July 31, 1914, in respect of
damage to or seizure of their property, rights, and interests, including any
company or association in which they are interested, within the territories of
either the former Austrian Empire or the former Kingdom of Hungary as they
respectively existed on August 1, 1914;

(2) Other claims for loss or damage to which the United States or its na-
tionals have been subjected with respect to injuries to or death of ‘persons, or
with respect to property, right, and interests, including any company or asso-
clation in which American nationdls are interested, since July 31, 1914, as a
consequence of the war;

(3) Dcbts owing to American citizens by the Austrian and/or the Hun-
garian Governments or by their nationnls,

ARTICLE 11

Should the commissioner for any cause be unable to discharge his funetions, a
successor shall be chosen in the same manner that he was selected. The com-
missioner shalt hold a session at Washington within two months after the
coming into force of the present agrement. He may fix the time aud the place
of subsequent sessions according to convenience, All claims shall be presented
to the commissfoner within one year from the date on which he holds the first
session required by the foregoing provision, .

ArricLE III

The commissioner shall cause to be kept an accurate record of the gquestions
and cases submitted and correct minutes of proceedings. To this end each of
the Governments may appoint a secretary, and these secretaries shall act
together as joint secretaries and shall be subject to the direction of the
commissioner,

ArTICLE IV

The three Governments may designate agents and counsel who may present
oral or written arguments to the commissioner under such conditions as he
may prescribe,

The commissioner shall receive and consider all written statements or docu-
ments which may be presented to him, in accordance with rules which he may
prescribe, by or on behalf of the respective Governments in support of or in

nswer to any claim. .

4 The Govern};nents of Austria and Hungary shal) be notified of all claims filed
with the commissioner and shall be given such perlod of time as the commis-
sioner shall by rule determine in which to answer any claim filed.

The decisions of the commissioner shall be accepted as final and binding upon
the three Governments. .

ARTICLE V

Each Government shall pay its own expenses, including the compensation of
the secretary appointed by it and that of its agent and counsel. Al other
expenses which by their nature are a charge on the three Governments, includ-
ing the compensation of the commissioner and such employees as he may
appoingt to assist him in the performance of his duties, shall be borne one-half
by the Government of the United States and one-half by the Governments of

Austria and Hungary in equal mofities.

A
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ARTICLE VI

This agreement shall be ratified in accordance with the constitutional forms
of the contracting parties and shall come into force on the date of the exchange
of ratifications. o

In faith whereof the above-named plenipotentiaries have signed the present
agreement and have hereunto affixed thelr seals.

Done, in triplicate, at the clty of Washington this 26th day of November, 1924,

CHARLES Evans HUGHES. {SEAL.]
EnoAr I'ROCHNIK. [sEAL.]
LAszZLO SzECHENYI, | SEAL.]

Senator Jones of New Mexico. Now, Mr. Winston, have you taken
up the question of the settlement of these claims against Austria and
Hungary in any way? '

Undersecretary WinstoN, By reference from the State Depart-
ment I have seen the Austrian minister. I have also met informally
the Hungarian minister. The Austrian minister was anxious to have
his claims included in this bill. The Hungarian minister said he did
not wish the Hungarian property included in this bill. The Hun-
garian minister took the position that until this commission had met
and there was some idea as to the amount of the claims that we were
in the dark and could not act intelligently.

Senator Jones of New Mexico. Now, you said you had those inter-
views by reference from the State Deé)artment. What sort of refer-
ence was that? In what form was it ’

Undersecretary WinsroNn. Why, it was simply advice from the
State Department. As I recall now, the Austrian minister took it up
with tlie State Department, and they asked him to come over and
talk to me.

Senator Jones ¢f New Mexico. And how did your connection with
respect to the German claims arise?

Undersecretary WinstoN, After Mr. Miller resigned as Alien

Property Custodian and Mr. Hicks came in I was in very close .

consultation with Mr. Hicks on the policies of the alien property
custodian, ﬂarticularly in getting all of this property into the hands
of one bank, into the Federal reserve banks, instead of being scat-
tered all over the country, and in getting these bank accounts centered
in the Treasury where they belonged, and through that acquaintance
with him and through the discussion of his difficulties we came to the
conclusion in the Treasury that something ought to be done to settle
these questions. They ought not to be left open indefinitely.

Senator JoNes of New Mexico. You say “ we came to the conclu-
sion in the Treasury.”

Undersecretary WinstoN. That is, Mr. Mellon and myself.

Senator Jongs of New Mexico. And that was the manner in which
the whole question was virtually transferred from the State Depart-
ment to the Treasury Department, was it?

Undersecretary WinstoN. That is the reason why we got into it.

Senator Bavarp. Was that transfer, Mr. Winston, by letter or
verbally ¢ )

Undersecretary Winston., Nothing except that there did not seem
to be anybody taking the lead, and as we saw these questions we tried
to find the solution for them.

Senator Bavarp. In other words, a matter of oral conversation ?
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Undersecretary WinstoN. It was a matter of just somebody doing
it, that was all.

Senator Baxarp. But you are not answering my question, please.
Was it done by authorization from the State Department by letter
or by word of mouth? :

Undersecretary WinstoN. Noj the State Department felt by their
attitude that they had no more jurisdiction over it than we did.
They were not in charge of the Alien Property Custodian.

Senator Jones of New Mexico. But they were in charge of the
creation of the Mixed Claims Commission and the ascertainment of
the amount of claims, etc., were they not?

Undersecretary WinstoN. They were in charge of that, but when
you come to the payment of the claims, that is more a Treasury
matter than a State Department matter.

The Crairmax. Well, you were deeply interested in the Mills bill,
were you not?

Undersecretary WinstoN. We drew the Mills biil.

The CHarMaN. Yes. You were connected with that. And in
that connection 1 suppose the Austrian ambassador came to you
and asked that his claims be incorporated in the bill, and became
interested in the legislation?

Undersecretary Winsrox. Yes, but Senator Jones is talking about
the original legislation, that is, the original German legislation, as
I understood his inquiry. '

The Cuamrman. I thcught the Senator was asking about the
Austrian.

Senator Joxes of New Mexico. No. I had reference to the legisla-
tion in Congress regarding the settlement of these claims.

Undersecretary WinstoN. Yes, that is what I mean.

Senator Jonks of New Mexico. Yes.

Undersecretary WinsrtoN. The Treasury was receiving repara-

tion payments from abroad, and also the payments on account of

the army costs, and as those came in with no disposition of them by
Congress we wanted to settle that question. That, together with our
close relationship to the Alien Property Custodian, was the reason
why we took the initiative in this legiszltion.

genator Bavaen. As far as the Alien Property Custodian was
concerned, you were merely a bailee to hold the moneys deposited
by him in the Treasury Department, were you not?

Undersecretary Winston. We were only that, but there was a
close personal relationship in ash mg our advice by Mr. Hicks, and
it was at our advice that the audit of Mr. McCarl was made and the
bank accounts were concentrated in the Treasury instead of being
scattered throughout the country, and the property in the hands of
the various bailees, trust companies, were centered in the fiscal
agent of the Government, the Federal reserve bank,

Senator Joxks of New Mexico. I think that is all.

The Criairman. That is all, thank you, Mr. Winston. Mr. Sidley.

.
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STATEMENT OF WILLIAM P, SIDLEY, CHAIRMAN OF THE EXECU-
TIVE COMMITTEE REPRESENTING AMERICAN CLAIMANTS,
CHICAGO, ILL. .

The CHairMAN. Give your full name and address to the reporter,
please.

Mr. Siprey. William P, Sidley, Chicago.

The CuamrmaN. What position do you hold in relation to the
claims under the pending measure ¢

Mr. Srorey. I am the chairman of the committee, of the executive
committee of nine, a voluntary group which came together two or
three years ago, representing the large majority of the American
claimants, and acting on behalf of all these American claimants to
keep them advised of the progress of events in connection with the
allowance and payment of their claims.

The CuamMaN, As chairman of the committee of nine?

Mr. Sy, As chairman of the committee of nine; yes.

The CuairmMan. Do you know the names of the others?

Mr. SipLEY. Yes. .

The CrARMAN. Can you name them?

Mr. Smrey. Mr, Fred I. Kent, New York; Mr. Winthrop Aldrich,
New York; and Mr., Oscar Houston, New York: Mr. Roland S.
Morris, of Philadelphia; Mr. Clarence M. Brown, of Philadelphia;
Mr. Klein, of New York; Mr. Betts, of New York; Frank L. Polk;
and myself.

The CHAlrmMaN. How was that organization first started?

Mr. Swrey. Well, I suppose I was responsible for starting it.
I had a claim, a large claim, involving the injuries to a manufac-
turing plant in Belgium, and I found that there were two or three
other people who were in the same situation—this was some years
ago—and we talked these matters over from time to time. We
had to go abroad and investigate the matters, and in that way we
came together. .And later, as the matter began to be discussed
somewhat in Congress, perhaps two or three years ago it first came
up, we were a good deal concerned because there seemed to be rela-
tively little attention given to the subject of the American claimants’
rights. The interest seemed to be centered largely on what should
be done with the alien-pm{Jerty fund, and it seemed to us that the
rights of the American claimants perliaps were apt to be over-
looked in the general consideration, and so we decided we would see
if we could get a group of the claimants into some kind of an infor-
mal association where we could consult together from time to time
and be ready when some such occasion as has now arisen should
come up, to be able to speak for the claimants as a whole. _

The CuamrmaN. Did the claimants appoint the committee?

Mr, Smrey. Yes; the claimants. We got the names of the claim-
ants from the office here in Washington, and we sent out notices
to several hundred of them. saying that we thought we ought to
form an organization for our mutual information and protection,
and we called 'a meéting, and they came together in very consider-
able numbers, and the matter was laid before them, and they decided
that they had better have an executive committee, which should be
in session between meetings of the claimants, and they appointed

LS
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that time—I think the original coremittee was six, with power to
add to their number, and we added three more after the original
appointments were made.

he CHairman. Were those meetings held in Chicago?

Mr. Smrey. No; those meetings were held in New York, because
most of the interests were in the east here. And we have had meet-
ings from time to time, and have sent out reports to the claimants,
and then when matters began to be active here in Washington we
came down before the committee. A year ago I think. Well, first I
think we came in when that Winslow bill was before Congress. And
we were invited then to come and appear. I appeared and one or
two others and made statements as to the interests of these American

claimants. ) .
‘Senator Reep of Pennsylvania. Did you protest against the Wins-

low bill? ,

Mr. Sy, We raised the point before the Winslow bill that the
principle of it did not seem to be 3uite consistent, that they should
turn back a part of the funds and not turn back the whole, We
felt that the whole fund ought to be kept as security under the
Berlin treaty. But they pointed out that there was only a portion of
it, 10 per cent, going to be turned back, and that there would be
ample funds left to take care of all the American claims, and we were
satisfied with that situation., All we were interested in was that the
funds should not be released until the claims had been taken care
of. But they were interested more in finding out who we were and
what the nature of our claims were, and that is what we went down
for, not to protest but to inform the committee as to our situation.

Senator Reep of Pennsylvania. That 10 per cent proved to be an
underestimate, did it not ¢ ’

Mr. SbLey. An underestimate of what, Senator?

Senator Reep of Pennsylvania. Of the proportion of property
which was returned. About $50,000,000 was returned, and there
remains something like $208,000,000. .

Mr. SmoLey. Well, I am in error in speaking of 10 per cent. The
Winslow bill provided that amounts up to $10,000 should %e returned.
I think it figured probably more than 10 per cent.

Senator Reep of Pennsylvania. It was about 20 per cent of the bulk
of the property. .

Mr. SipLEy. Oh, yes; it would figure more than 10 per cent. But
there seemed to be am{)le funds retained for the protection of an
American claims which might result, so the matter went throug
without very much opposition, as I remember.

The Cuamrman. You aﬁpeared before the Ways and Means Com-
mittee on the pending bil

Mr. SipLey. Yes; I was there in November of last year.

The Cratrman. Did you approve of the bill¢

Mr. SioLey. Well, we felt it was the best bill that under the cir-
cumstances could be secured, and we gave our consent so far as we
could give anything.

The CHairmaN. And that was satisfactory to the claimants that
you represent ¢ ,

Mr. SmLey. Yes; on the whole it was satisfactory. Of course we
had asked that our claims be paid in full. On the other hand, the
Germans are apparently asking that the whole alien property fund
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be returned without condition. The thinﬁs had come to appsrently
an impasse, and it was indicated that each side would have to make
concessions if any legislation was going through, and so we decided
that we would.
Senator JonEs of New Mexico. Indicated by whom, Mr. Sidley?
Mr. SipLey. Well, it was indicated by Chairman Green of the com-
mittee after the hearings were over. He made a statement that you
ﬁentlemen perhaps are familiar with—I was not here at the time, but
e has communicated to me—in which he said that it seemed quite
obvious that the German and the Anerican claimants could not both
get what they wanted, and that there would have to be some sort of
‘concessions made on both sides if anything was to be brought out of
the hearings before the committee. And he communicated that fact
to me. I learned of it through people who were here, and I think he
made a statement at the close of the hearings to that effect. It seemed
to be quite obvious that concessions would have to be made on both
sides if anything was to be brought out in the shape of & bill which
was to go through Congress. And so our committee met here in
Washington, went over the situation and felt that we ought to make
concessions as far as reasonable and possible. We hoped that we
would get paid in full in the end, but we felt that if we could get part
of our payments now and some satisfactory assurance that we would
in the end have our full amounts, that that ought to be accepted.
Senator Jones of New Mexico. Did you hope or expect that you
would be paid out of the German property?
Mr. SmrLEy. No; we did not expect we would be paid out of the
(German property ; that is, out of the alien property fund, you mean?
Senator JonNEs of New Mexico. Yes.
Mr. SoLey. No.
Senator Joxes of New Mexico. From what source did you expect
to get paid ¢
Mr. Sibrey. Well, we expected that advances would be made to
the American claimants out of a fund which was to be made up in
various ways, which was indicated by Mr. Green. The fund would
consist of partly the amounts which had already been received under
the Dawes plan payments, which I think were expected to amount
to some $14,000,000 by next September. And then there were some
unallocated interests in the Treasury in connection with the alien
property fund which it was felt would be applicable to this advance
payment to the Americans. Then a part of the German alien prop-
erty fund was to be temporarily withheld and applied into this fund.
And then there was some money that probably would be paid to the
shipowners, radio station lpeo rle, and patent owners, and a part of
that was to be paid into the fund, and the final payment postponed
to the Germans on that, which would make a sufficient amount to
pay a certain percentage, 60 per cent or more initial payment to the
American claimants, and then later as the Dawes plan annuities came
in from time to time they were to be applied until the American
claimants were paid, I think it was 80 per cent.
Senator JoNes of New Mexico. Well, you have just recited what
are the principal features of the bill passed by the House,
Mr. SipLey. Yes. Of course we had nothing to do with the draft-
ing of the bill, and we did not know until it was drafted'and. we

;
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saw it just what those terms were going to be, but in a general way
we understood that some provision of that sort would be worked
out, and Mr. Green so indicated in the statement which he made.

Senator Jones of New Mexico. Well, you did not expect then that
lt)he (;Pregsury of the United States would have to bear any part of this

urden ‘

Mr. Smiey. No; we were given to ungersiand that that was not
possible. Under the Mills bill the Treasury was to advance this
money in the first instance, but it became apparent that there was
such opposition to any money being advanced which might fall
upon the American taxpayer that it was very clearly indicated that
some other plan would have to be adopted by this committee. !

Senator Jones of New Mexico. If the effect of this bill as passed
by the House is to put a burden upon the Treasury of the United
States, is it your view that theve should be some modification of it?

Mr. Sirey. Well, I would not say, Senator. that we would suggest
that there should be a modification in that regard, because while we
did not expect that to take place yet we did favor the Mills bill. We
thought that that was a proper measure at the time, although it did
apply an advance from the American Treasury which might in part
in time be ultimately borne by the country. And our view as a com-
mittee was that if it should become necessary in order to pay these
American claimants in full that some portion of it shoults) be paid
from the Treasnry, that it would be a just and proper measure to do

" Senator Joxes of New Mexico. And there are numerous Amer-
ican citizens who have claims against the Government of Mexico.
Do you think that there should be a call upon the Treasury for the
payment of those claims? .

Mr. Siey. Well, T am not posted on those claims, Senator. I
will be glad to go further into my view on the matter if you desire
to have it., .

Senator Jones of New Mexico. Well, that is what I am trying
to get at. _

Senator Reep of Pennsylvania. Tell us first your personal rela-
tionship to this, Are you counsel for some company that had a fac-
tory there?

Mr. Siprey. Yes; I am the general counsel of the Western Electric
Co. The Western Electric Co. had a large plant in Belgium, which
it owned. That plant was seized by the Germarts as soon as they got
into Antwerp, and it was practically wrecked. They took off very
large amounts of material and shipped them to Germany. They
made us of the property and injured it very seriously.  And, of
course, the plant was out of commission until after the armistice.
And they requisitioned all the goods that they could use, and they
inflicted very large injury upon the company. It became necessary
after the war to arrange for proving up this claim which was put in,
and I went over there on two or three occasions to accomplish that,
and we finally had an allowance of the claim, which was practically
80 per cent of all that we claimed for the German Government.

enator Reep of Pennsylvania. What is the amount of your
award?!

Mr. Swrey. The amount was in round numbers $1,600,000. We
claimed about $2,000,000, I think, altogether for injuries of one kind
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and another. They disallowed portions of it and granted the rest.
I am not here, you understand, Senator Jonep, advocating the
payment of these claims out of the Treasury. The proper place for
the payment in the first instance is in Germany, if that is possible,
That was our view of. the matter, because they inflicted the injuries
upon us.

pSenator Jones of New Mexico. Well, certain portions of the Ger-
man property in the United States are to be used, at any rate tom-
porarily, for payment of part of these American claims. Upon
what theory do you make your contention that any part of this
(ieg‘ma?n property should be used for the payment of American
claims

My, SioLgy. The Alien property fund stands pledged under the
Berlin treaty as seeurity for the payment of American elgims; that
is, it is to be held by the United States until Germany shall have
made suitable provision for the payments of American claims.
‘We had always contended that the funds should not be returned to
Germany and should not be released until that had been carried out,

until the provision had been made for the payment of the American .

. claims. And so we have always argued that the funds should not
be unconditionally rcturned without taking care of the American
claimants. We have felt that if the provision is made for a portion
of the claims being paid, that then enough only of the fund need
to be retained until the balance has been disposed of, until actually
we have been paid in full, ,

Senator JoNks of New Mexico. Well, the Berlin treaty also pro-
vided, did it not, through the incorporation of the provisions of the
Versailles treaty, that the Government of the United States might
liquidate this property and pay American claimants? |

~Mr, SLey. Yes; it so provides, if they wish to doso. It is up to
Congress. That if they wish to do so they undoubtedly would have
the legal right to do it, as the Supreme Court has held. But under
the Berlin treaty, as it appears to me, the United States elected in
the first instance to treat this alien property fund as a pledge, with
the implication, of course, that after Germany had made due and
suitable provision for the payment of the American claims, that it
would be released. And of course that would be my expectation.

Senator Jonus of New Mexico. Well, has any due and suitable
provision been made?

Mr. SiprLey. Not yet. : .
~ Senator Jongks of New Mexico. Might it not be considered that the
provisions of the Versailles treaty might be availed of as the suit-
able provision? , Co , L

Mr. Siprey. Well, you mean that the funds should e applied to
the payment of the American claimants? ‘ .

Senator Jonks of New Mexico, Yes. .

Mr. Smigy. I do not think Congress would view it in that way.

Senator Jonks of New Mexico. Well, I am not speaking aljout
what Congress has done, but I am speaking about the contracts be-
tween the Aimerican Government and the German Govermngnt., ;

-Mr., Smrey. My view upon that would be that inasmugh as .the
Versailles treaty terms were incorporated in the Berlin treaty along
with this provision, that the United States should retain the alien
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property fund until such time as Germany should make suitable
grovision, that it probably would not be interpreted that the United

tates felt that the application of that money was the due and suit-
able provision under the Versailles treaty terms, but that Germany
would be expected in the future to make some provision to pay for
these claims so as to recover back the alien property fund, it being
meanwhile held as a pledge. :

Senator Jones of New Mexico. And thus far Germany has taken
no further steps regarding the matter?

“Mr. SLEY. No; not as I know of. We have had an allowance of
a very small percentage under the Paris distribution, but, of course,
that was the action of the Allies.

Senator Jones of New Mexico. Yes. And in your opinion would
that constitute a suitable provision? :

Mr. Siey. No. No; I would not consider it as such.

Senator Reep of Pennsylvania. How long, in your judgment,
ought we to hold this pledge before foreclosing on it, if Germany
does nothing to make suitable provision?

Mr. Siey. Well, that is a difficult question to answer in point of

time. I should say that every liberality should be given in the *

treatment of Germany to enable it to make good on the payment of
these claims, we holding, meanwhile, the fund until the Americans
were paid in full, . '

Senator Reep of Pennsylvania. Under the Dawes plan is not Ger-
many precluded from making any such arrangement for direct pay-
ments to us?

Mr. SipLey. That is a question which I do not believe I can
answer, Senator.

Senator Reep of Pennsylvania. And if she is, then she could not
make an agreement for direct payments until the completion of the
Dawes plan payments, and they are indeterminate in duration. So
that if we wait for her to make a direct contribution to us to satisfy
th e claims we will have to wait an indefinite time in the future.

Mr. SirLey. Well, of course, the expectation is that in the course
of some years, under this plan which has been devised by the Green
committee, that these annual payments which will be received from
Germany will liquidate all of these claims and pay them in full.

Senator Reep of Pennsylvania. Hus your committee considered
the claim of the United States Government against Germany for
$60,000,000¢
* Mr. SipLey. Well, we know that such a claim has been allowed ; yes.

Senator Reep of Pennsylvania. Was there anybody who partici-
pa'teg?in making this agreement who scemed to have that claim in
min

Mr. Swrey. Well, I could not answer that. The only thing that I
was interested in was in the American claimants’ standpoint.

- Senator Reep of Pennsylvania. The individual American claimants?

Mr. SwmoLey. The American claimants’ standpoint, yes. Not the
United States stam{goint.

The Crmamman. Well, do you think that there is any possible

chance of the Government of the United States ever gettin the .

$60,000,000 out.of the 214 per cent of reparations provided for in
the treaty?
Mr. SoLeY. Yes.

-
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- The CHairMaN. Well, how manf iears do you think it will takef

Mr. Sorey. I do not know. ave not figured the time. It
will be a considerable length of time before it will be done,

The Crarman. Over 20 years, would it not?

Mr. Smrey. Oh, yes; I should think so. ) .

The CHamrMaN. And you think that those reparations will be
paid in 20 years? . L.

Mr. Sorey. That is my personal view. I may be an optimist cn
Germany’s resources.

Senator JoNEs of New Mexico. Under the regort of the Ways and
Means Committes of the House it is estimated that by the United
States appropriating $50,000,000 that that 214 per cent will, after a

+lapse of 26145 years pay off the American claimants and half of the
German claimants, but in the meantime nothing has been paid or
5rovided for with respect to the $60,000,000 due the American
overnment, and the interest on that for that period of years would
more than double the amount of the claim, as I estimate it, and then
how long would it take thereafter for the 214 per cent to liquidate
that claim on behalf of the United States Government ¢

The Crairman, If interest was charged on it it would take about
75 years in my opinion.

Mr. SipLey. Well, are you asking me now with reference to subor-
dinating the American Government claims?

" Senator JoNes of New Mexico. I wish to draw out the fact, Mr.
Sidley, if it is a fact, and I think it is, that under this bill as it
came from the House for all practical pug&;)ses no provision has
been made for the payment of this $60,000,000 to the United States
Governmeént. Is not that the way you would also construe the bill?

Mr. SipLey. Well, I would not construe it quite that way, Senator.
The provisions are set up for the ultimate payment and application
of these Dawes remittances to the United States.

Senator Jones of New Mexico. But under the bill as it came from
the House there is no hope of the United States getting a dollar
until after more than 26 years, is there?

Mr. SipLey. Well, I presume that is so. I have not in mind the
length of time in which these private claims will be paid in full, but
it will be after they have been paid that the United States wild
begin to receive its payments upon its own claim. And that I take
it was upon the theory that it was proper for the United States
Government to subordinate its claim to that of its citizens whom it
represented in making these negotiations, and for whom it acted
as trustee in its claims against Germany.

Senator Jones of New Mexico. If you believe that that is the
pll':)per disposition of the American claim I wish you would state
why.

Mr. SmLeY. One of the great functions of Government, one of the
great duties of a nation is to look after the interests of its private
citizens, to see that they are protected, and to repair wrong and
injury which is done to them. That case arose in connection with
the war. There were a good many hundred American citizens who
suffered serious damage and injury, life, person, and property, in
connection with the war. The only source to which they could look
for veparation and indemnity was through the United States Gov-
ernment, and their claims were necessarily placed in the hands of the
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United. States. Government for recovery. The' same principle as
though an American citizen had beey .injured in a foreign port by
a foreign nation or by cit.4.as of foreiﬁn; nations, we would doubtiess
.gtffempt to secure reparation for such a citizen, as we have done

efore. o o
.. Now, we were all in that situation. The United States was the
representative of these indivdual citizens to secure proper reparation
from Germany, and it undertook to do that. It did not enter into
the Versailles treaty. It did not set up & clearing house. It took
o steps for some time after the war to enforce-any rights on behalf
of.its individual citizens. And finally opportunity came in connec-
tion with the Paris agreement after the Dawes plan had been set
up, to secure satisfaction for its citizens. And it acted on their,
behalf in so doing..

.. It also had a personal claim arising from commercial operations
which it transacted in the way of insurance during the war, upon
which it made a considerable sum of money. '
... Senator Reep of Pennsylvania. It was subrogated to the insured
in claims against Germany.
. Mr. Smrey. Yes. That is how it came in in a private capacity.

Sem;tor JoNEs of New Mexico. Well, that was not all of i‘ﬁe claim,
was it : . L

Mr. Swrey. Well, that was the Erincipal amount, I should think.
‘There were other ship losses and things of that kind, but as I recall
it the large amount is in connection with the insurance bureau, etc.
which was established. They were private claims of the Uhited
States in the sense of being allowed by the commission. And the
United States then appeared at the Paris conference and made terms
for the protection and indemnity of all the parties concerned—itself
and the American citizens, And it also at the same time made pro-
vision for its own Army of occupation costs, which were a very large
amount. ,
""" In that respect it took a preference to the claims of its own citizens
‘whom it was representing at that time.. I do not speak cf this, gen-
tlemen, in the way of complaint. You have asked me how in my
mind this works out as a justification for treating the American
claimants in this way. There was only a certain small percentage
which was available for distribution to America at the Paris confer-
ence. The United States had a claim of some $250,000,000 for Army
of occupation costs. A fund which had once been paid in in such a
way as to have made it available possibly for the United States if it
had been pressed and collected. But it was not. At least that is
the claim that is made. C ,

And so we went in at that time to get that amount allowed, and
also the amounts for these private Americans, and the United étates
then secured a preference on the Dawes plan payments for its $250,-

000,000 of war claims, which was not only a preference, but it was

cumulative. If not paid it was to bear interest.

- And after it had thus provided for recovery of its own expendi-
tures in that regard, it negotiated an arrangement by which 214 per
cent of the reparations payments under the Dawes plan, after ex-

penses and other large claims should be taken care of, should go .

to the American claimants. "That was quite inadequate to take care
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of what weuld be considered a reasonable payment and reparation
to these Americans, because their claims amounted to such a total
that the 214 per cent would hardly be more than the interest upon
their claims which had been allowed by the Mixed Claims Commis-
sion, and I think it was figured at that time that it would take some
75 years for these American claims to be amortized, paid off in full,
ete.

Senator Jones of New Mexico. And even that 75 years did not in-
clude the claim of the United States, did it?

Undersecretary Winston. It did.

Mr. SipLey. I think that did include all the claims.

The Cuairman. Well, then, with the reparations of 214 per cent
it would not pay them off with 5 per cent interest.

Senator Jones of New Mexico. If you allow interest on the
American claims, including the United States claim, the 214 per
cent is not sufficient to pay the annual interest is it?

Mr. SioLey. Well, it depends on the total amount. '

Senator JoNEs of New Mexico. Well, the United States claim has
been allnwed of about $60,000,000. The others are, in round figures,
about $180,000,000, making about $240,000,000 all together. And
they are bearing interest at 5 per cent per annum. We get under
the 214 per cent $10,700,000 & year. That would not be equivalent
to the interest, would it, on all these claims amounting in round num-
bers to $240,000,0007?

Undersecretary Winsrox. I think in considering the $240,000,000
us carrying interest at 5 per cent you are not quite right. The prin-
cipal of the claims carry interest at 5 per cent, and the principal of
the claims is less than $240,000,000. o

Senstor Jones of New Mexico. How much less?

The Cuamryan. But how about the interest that has accumulated
up to date? _ :

Senator Jones of New Mexico. Well, we will go into that later.
That is immaterial.

Mr. SipLEy. Those are figures, gentlemen, that I do not carry in
my mind. You evidently have them there. And you are asking
me about general principles. '

Senator JoNEs OF New Mexico. Yes. Now, Mr. Sidley, you made
reference to the fact that part of the United States claim arose out
of commercial transactions. Is that not true of the claims of many
of the individual American claimants?

Mr. SipLey. Oh, yes. I mention that to put them on the same basis,
so far as commercial claims are concerned.

Senator Jonks of New Mexico. Well, I rather construed your
remark to mean otherwise—to indicate that that was one reason why
the claim of the United States should be deferred. '

Mr. Smeey. No, I was trying to show that in these allowances by
the Mixed Claims Commission we were practically all on a similar
basis. That is, it was a private claim, not an army cost claim.

Senator Joxkes of New Mexico. Then what argument could be made
for deferring payments on the United States Government claim
which would not apply to individual claimants of the United States?

Mr. SipLey. My feeling about that is that the United States where
its own interests of this sort are concerned, where it can very con-




118 RETURN OF ALIEN PROPERTY

veniently tarry a matter of this sort over a long period of years,
should clefer its claims to those of its wards, its citizens, the private
citizens for whom it acts practically as a trustee and as an agent in
asserting their rights and securing their indemnity, and thus between
the two it would be proper that they should postpone their claim, it
being, in my judgment, paﬁble in full atter a length of time.

Senator JoNes of New Mexico. Upon what theory do you think
the Government of the United States can earry a claim in a better
way than an individual can carry a claim?

Mr. SmLey. Its resotrces are very much larger, and time to a gov-
erfment is not so important as years to an individual claimant. It
could carry for 20 or 30 years or even 70 years a claim of this
sort and with ultimate collection in sight, where it would be practi-
cally a denial of a Hayment to an individual who had a claim to be
carried and extended over such a length of time as that.

Senator Jones of New Mexico. Well, would not that extension of
time on the part of the Government become a burden upon the tax-
payers of the country?

r. SioLey. Why, I do not know that it would any more than
other debts which it has to carry from time to time. Claims and
so forth.

Senator JoNes of New Mexico. Certainly not, but do not all those
debts of the Government have to be ultimately borne by the tax-
payers of the country? :

r. SiLEY. Well, they do not have to be paid by the taxpayers
of the country.

Senator Jones of New Mexico. Well, from what other source will
the Government get moneg with which to pay?

Mr. Sirey. Well, I understand, and my theory of this proceeding
is, that they would be paid from these German reparations which
would come in under this Dawes plan which has been set up.

Senator Jones of New Mexico. Do you think that it would be
considered much of a payment to defer this to 75 or 80 years?

Mr. SipLey. Well, I think it would be considered a payment of it.

Senator Jones of New Mexico. Why, you would not think much
of that sort of a payment to yourself, would you? '

Mr. SipLey. I certainly would not, because an individual is in no
position to carry on a claim of that sort in the way that a govern-
ment would be. .

Senator Jones of New Mexico. Well, now, that was really a digres-
sion from the thought which I had in mind. Upon what do you
base your claim that the Government of the United States should
look after these claims of American citizens? Is it the Berlin
treaty ¢ ,

Mr. Smrey. You mean look after them to collect them?

Senator Jonks of New Mexico. Yes; and to make sacrifices in
order to collect them, such as it is doing under the bill as it came
from the House?

Mr, Siprey. That is one of the purposes for which a Government
is set up. For instance, if I may cite what is in my mind. There
was a sttuation arose, I think during President Roosevelt’s adminis-
tration, with a gentleman in Africa by the name of Raisuli. There
was an American injured over there, a private citizen. The United
States did not stop to think of cost of asserting his rights and in
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securing the indemnities. It cost money to send ships there. It was
a considerable expense to go and assert the rights of that American
on behalf of this country. But that was done. And his rights
were asserted. And his release was secured, all at the expense of
the American Governinent. Now, we can not stop in times when
our private citizens are injured in a case like that, or in a case where
we are drawn into a war which is not the making of a private citi-
zen, and he has injuvies inflicted upon him for which he should
have redress.

It seems to me that one of the great purposes for which a Govern-
ment is set up is to extend its power and backing for the individual
protection of its citizens, and 1t should not stop anywhere to count
the cost in that regard. And, therefore, I think that it was incum-
bent. upon the Government of the United ‘States at once after the
war to enter into some arrangements. for the satisfaction of he
injuries which- had been inflicted upon its own citizens. And it
therefore entered into, finally, this treaty of Berlin.

Senator JoNes of New Mexico. Well, the Government of the United
States did not inflict those injuries, did it?

Mr. SipLey. No, it did not.

Senator Joxes of New Mexico. Well now then, it would be your
judgment that the Government of the United States should make
some financial arrangement to pay for the claims which American
citizens have against Mexico?

Mr. Smorey. No, I can not answer that because I do not know the
circumstances under which the claims arose, Senator.

Senator JoNks of New Mexico. Well, they are injuries inflicted
upon American citizens and their property in Mexico.

Mr. Siprey. Yes., I think that Xmerica ought to assert up to the
limit its authority to force Mexico under those conditions to make
full and satisfactory and adequate payment of all these American

claims, That is the first duty to the country.

- 'The CHairMaN, We have a commission, have we not, there, for
that purpose? _ :

Senator Joxgs of New Mexico. Yes, we have.

Mr. Siprey. As I understand that is now in process.

Senator JoNes of New Mexico. But no one apparently has ever
assumed to consider the proposition that the Treasury of the United
States should in any way be obliﬁ::ted to pay those claims of Amer-
ican citizens, has there, that you know of¢

Mzr. SipLey. I do not know that it has, and 1 understand, Senator,
in this connection in the American claims it has been assumed that
America would make these payments. It has been assumed that
America would make advances to help its American citizens in the
first, instance. but always upon the theory that it would ultimately
get back the amounts which it had so advanced.

Senator Joxes of New Mexico, Well, if it turns out that that
theory would not work out in practice then what have you to say
about it? . ‘

Mr. Siprey. Well, 1 have no alterhative to suggest beyond what is
taken care of in this bill, Senator, because that goes upon the assump-
tion, which I have always thought to be a correct one, that in the
course of time the United States Government would be indemnified.
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Senator ' Joxes of New Mexico. Well, some of us have a different
view of that.

Mr. Smrey. Yes.

Senator JonEes of New Mexico. But is it not a fact that the reason
why you have taken this means of collecting your claim is that the
Government of the United States entered into the Berlin treaty
and thus secured the right to use this property in the adjustment of
the clai;ns of American nationals? Is'that not the theory on which
you go!?

Mr. Swrey. Well, which right do you refer to, Senator, under
thé Berlin treaty? :

“Senator JoNEs of New Mexico. All rights under the Berlin treaty.
Is it not the basis of gour claim that the Government of the United
States, through the Berlin treaty, acquired an opportunity or the
right to lig idate these claims, and that therefore your claim is
really based upon that treaty and the provisions in there for ‘the
liquidation of American claims?

r. SoLey. Well, I do not know that I have ever thought of it in
just that way. I have not assumed that the German property as
such would be applied to the payment of these claims in the end. '

Senator JoNes of New Mexico. Well, now, if the effect of it is to
do that, then you think your claims ought to be waived and this
property turned back to the Germans? ‘

Mr. Smrey. I do not. I think that the American claimants ought
to be paid on one basis on some theory, they ought to be paid in full,
and that the Government of the United States should see to it that.
those claims are paid in full. '

Senator Jones of New Mexico. And that this property should
either be liquidated or held as security for that payment?

Mr. SioLey. I think that this property should be held as securit
until the payment of those American claims has been effected in full.
That is what I feel. And I feel that the United States should see
that those claims are paid in full. That it should exhaust its efforts
in every way to secure those payments from Germany or German
interests, if that is possible to do. And I feel that the present plan,
as I read the bill that comes from the House, is going to carry that
into effect; that ultimately they will be paid in full and that the
German property will be returned in full; and that all the claims:
will be taken care of over a considerable period of time.

Senator Jones of New Mexico. Well, some of us do not agree with
that view, Mr. Sidley, and we think that the bill itself contemplates
appropriation of the United States Treasury for a great deal more
money than it should, and that the provision in that bill for the
payment of the claim to the United States itself amounts to nothing
more than a dream,

Mr. SioLey. Well, I just add this word, Senator, so that you may
know my view upon the question. I think that these American
claimants who have been injured in connection with the activities of’
our country in .war, into which they were drawn necessarily and in-
nocently, as all the American citizens were, that they have suffered
loss in the common interest of the country, and that the United States
as a Nation should see upon one theory or another that those suf-
ferers are taken care of in the only way that is prescribed, and that.

A
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is by the indemnities which have been allotted to them. That if
there is going to be a suffering that it should be borne by the country
as a whole, and not by the handful of people who suffered during the
war, and that therefore if it came to the last analysis, where it was
impossible for the Government to secure from Germany, for some
reason or another, the payment of this in full, that it would only be

just that the nation as a whole, whose rights had been asserted in

the war, in whose behalf as a nation these individuals had suffered
loss of life and injury to property, that the country as a whole and
not t;::lis group of people, should stand the payment of the loss which
ensued. :

Senator Jonks of New Mexico. Then do I understand, Mr. Sidley,
that if the payments under the Dawes reparations plan should cease
within the next year or two, you would feel that the Government of
the United States ought to in such event pay the balance of these
American claims?

Myr. SinrEy. I certainly do, assuming that she can not in any way
secure such payments hereafter, assure such payments from German
sources.

Senator Grorar. Well, now, Mr. Sidley, you feel that way because
we are letting go of property that we have in our hands? At bottom
that is your conclusion, is it not?

Mr. SipLey. Yes. We certainly ought to in no circumstances turn
‘back this property and release it to German owners and leave these
Americans unsatisfied.

Senator Groror. Yes. Now permit me to ask this question. The

injury to the special interests which you directly represent occurred
long before we went into the war?

Mr. SmoLey. Well, no, it occurred partly before we got in and prin-
cipally afterwards.

Senator Grorge. Well, in so far as it did occur before we went into
the war it was not in consequence of your company aiding the United
States, because we were not then in war? ,

Mr. SipLey. No. , :

Senator Georee. But subsequently we were drawn into it, of
«course. So your argument necessarily comes down to the proposi-
ition that we presently having had in hand property which was
seized by the country, that when we let that property go finally, why
the obligation is raised to pay the American claimants? :

Mr. Smiey. Yes. I think, Senator, as I expressed, that there is
.2 broader ground upon which to put the obligation.

Senator Georoe. Yes; I understand you emphasized the broader
ground and the paramount duty of the Government to protect the
life and property of the citizens.

Mr. SipLEY. Yes.

Senator Georee. But I do not understand that you would carry
that theory to the extent of saying that for instance we should
reimburse out of the public treasury where we had not been remiss
'in the proper prosecution of our claims, a citizen, for instance, who
'has suffered at the hands of the Mexican Government, if any have
.suffered, assuming that some have suffered, so therefore this particu-
lar case must necessarily rest not only on that broad doctrine, but
primarily .at least, upon the fact that we had in hand properties

DnTm -
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that were seized, and that in some way we have allowed to go back
to the owners?

Mr. SmrLey. Yes. And I would say this further. The United
States has elected to take a stand before the world which is different
from that of other nations, which it regards as a high and generous
attitude to take. It waived reparations against Germany in con-
nection with the war, that is, it is generally known as reparations
for injured soldiers and that sort of claim. It has taken the position
that it did not desire to confiscate the property of private owners.
of German private owners in connection with the war. It is in a
sense an unusual attitude. It is a fine attitude to take. It is taken
as a national attitude in behalf of all citizens of the United States,
Now if it had taken the position that other nations had taken we
would have had our claims paid in full long ago.

Senator Groree, Exactly.

Mr. Siorey. We would have gone in under the treaty of Versailles.
We would have set up a clearing house. We would have taken the
German property and applied it to the payment of American claims,
as we had a legal right to do. Instemll of taking advantuge of its
legal rights under the circumstances it elected, and I think it took a
very high stand in so doing. on moral grounds—I think it was a
stand which will redound to its advantage probably on commercial
grounds—at any rate as a national position it decided that it would
not enforce any of those rights in behalf of its private American
citizens which other nations did. And I say, therefore, that when
the country as a whole takes a position of that sort it ought to be at
the national expense and not at the expense of the handful of
claimants,

Senator Georce. I understand your position, and I am prepared
to fully appreciate it. But let me ask you this question, Mr. Sidley,
and I ask purely for information. T understand that vour particular
company, the Western Electric. was awarded $1.600.000 approxi-
mately ¢

Mr. SmrEY. Yes, .

Senator Grorce. Now I assume that that award does not include
ang‘proﬁts, loss or profits? ~

r. SipLey. Oh, no; those were all cut out.

Senator GeorGe. Well, I assumed that, and I wished to know it.
that is all. : :

Mr. Swrer. That was just simply for property sequestered, the
property ruined and destroyed in connection with it.

Senator GeorGe. Well, I' am not familiar with it, and I wished to
know. And I presume that is true of all other claimants standing
on the same basis as yourself?

Mr. SipLey. Yes; they are all on the same basis. - There are no
profits whatever involvea in the allowances. Of course J have other
claims. I had people who were lost on the Laconia.

" Senator Georee. I understand, but I am speaking of claims that
were similar to yours. ' '

Mr. SioLEY. Yes. ' cL

Senator Groree. And there were no profits involved in any of
those judgments. ; , S

_ Senator Jones of New  Mexico. Mr. Sidley, you said that this
Government has elected to take some high moral ground which other
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nlatioens have not done. When and where did this Government so
elect

Mr. SipLey. Well, you will find in connection with the negotiation
of the Berlin treaty, I think 1 is. ha our Execuive Department,
which negotiated it. stated in substance at that time that it was not
our intention to assert any claims against Germany under these gen-
eral reparation classes—that is, insurance for soldiers and injuries of
that kind. Those were all waived,

Senator Joxks of New Mexico. By what authority was that state-
ment made?

Mr. SipLky. I have seen the exchange, I think, of letters, which
will be found in connection with the Berlin treaty, or possibly the
setting up of the Mixed Claims Commission. I guess that was 1it.

The Cuamryax. That is what it was.

Mr. SLey. There was an exchange of letters between the State
Department and Germany.

Senator Joxks of New Mexico. You are a lawyer, I understand?

Mr. SipLEY. Yes.

Senator JoxEes of New Mexico. I would like to get your view as to
the legality of any such arrangement made by the State Department.

Mr. Smiey. I am not a State counsellor, Senator, and I am not
versed in international law of that character, and I would not under-
take to give you an opinion on that, Senator. I assume from the fact
that it was done it was assumed that it was in proper course.

Senator Jonks of New Mexico. As I understand it, the State De-
partment only assumed to assert that the United States would not
press any claims under sections 5, 6, and 7 of the annex to section
297 of the Versailles treaty. But you spoke also of the Government
having elected to take some other high position that would not use—
to make a practical statement—German property in America here
for the payment of American claims. When was the election to take
that high position made?

Mr. StoLey. Well, as I recall it, the flrst selection was in connection
with the Winslow Act. when we returned at that time up to 20 per
cent—I think you said, at that time. That was an implication.

Senator JoNes of New Mexico. Well, if that had constituted an
election to do that, why did we not return it all at that time?

Mr, Smey. I don’t know. I never quite understood the con-
sistencies of the Winslow Act.

Senator JonNes of New Mexico. As a matter of fact, when the
Winslow Act was passed did we not estimate that there wounld remain
sufficient property to satisfy the American claims?

Mr. Swrey. I think that was done at the time. There wcie some
expressions in that connection, however, which indicated the feelin
of Congress at that time that the funds should ultimately be returne
without any confiscation.

Senator Joxes of New Mexico. Well, that was an expression sim-
ply of individual Members of Congress, was it not?

Mr. SipLEY. Yes.

Senator JoxEs of New Mexico. And it did not enter into any legis-
lation or resolution expressing any declared purpose of Congress,

Mr., Siprey. Well, now, I would say further, Senator, that this
present existing bill. if it goes through, is an expression of that kind.

Senator JoxEs of New Mexico. I think you are quite right.

T

.
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The CHarmMaN. Paragraph 2 of the bill.

Senator JonNEs of New Mexico. Yes.

Mr. SmLey. Yes. Now I say that we are now considering the
effect of pending legislation, and if this country elects by formal
declaration, as it does in one of the paragraphs of the bill, to return
in full this private property, that when that is accomplished then it
has released what otherwise would have been a fund for applicativi
to American claims, what other countries have used for that purpose,
and that in connection therefore with that act it would be no more
than right that it should assure in some way to the American in-
dividual claimants that their claims should be paid in full, and that
the attitude of the country as a whole should not be taken at their
expense, but at the expense of the nation as a whole.

enator JONES of New Mexico. But this committee is now consider-
ing the question of approval or disapproval of section 2 of the
House bill, which does declare as you have just indicated, and it can
not be said thus far that the Congress has made any declaration on
the so-called high ground to which you have referred.

The CuairyMan. That grew up, did it not, Senator, in the minds
of the people from the statement that was made by the President
following the signing of the armistice? In his message to Congress
did not President Wilson take that ground at that time?

Senator JonEs of New Mexico. President Wilson certainly did not
take that ground. On the other hand he helped frame the Versailles
treaty, which definitely provided a very different ground.

The Cuairman. Well, I have not read his messages which fol-
lowed after that, but I think there was some high ground taken
there. And I think the American people approved of it, too.

Senator Joxes of New Mexico. I think you are referring to a very
different thing than the provisions for the payment of American
claims, because the Versailles treaty did provide for the payment of
American claims out of German property, in the United States.

Mr. SipLey. Yes; if they wanted to use it as such,

Senator Jones of New Mexico. Yes.

Mr. SioLey. Perhaps you could answer this, Senator. I do not
recall just how it took place, but the United States certainly elected
not to resort to the clearing house. Now, I do not know how that
was done. That was used by other nations, and as the result of
that private claims of those other nations were pretty generally paid.

Senator JoNgs of New Mexico. Yes. ’

Mr. Smrey. Now, in some way we waived our right to do that.

Senator JoNes of New Mexico. The Government of the United
States undoubtedly through inaction at least, waived the provision
of the clearing house and waived its right to sit upon the reparations
commission.

Mr. Sioiey. It did.

Senator Jones of New Mexico, Two very important things, which
I think the Government should have entered into, but it did not.

Senator Rekp of Pennsylvania. Have you had any payment on
account of your claim whatsoever ¢

Mr. SipLEY. No, not $1. ,

Senator Reep of Pennsylvania. I would like to ask you how mueh,
under the bill as it comes from the House, will the Western Electric
Co. receive at once on account of its claim of $1,600,000?
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Mr, Sorey. Well, it will depend I think a good deal on how much
ship money goes into the common pot, as it is called. Now suppose
$50,000,000 is the total, and $25,000,000 goes into there, and about
%)erhaps $40,000,000 from the alien property fund, say 20 per cent,

just guess at these figures, it would be $65,000,000. Now, if $25,000,-
000 went in from the unallocated interest account there would be
$90,000,000, and we think by September there will be about $14,000,-
000 accumulated from the Dawes plan payments. That would be
$104,000,000. And assume that the total claims allowed, Mr.
Bonynge, will reach $175,000,000. I assume. the total claims may

reach $175,000,000,
~ Undersecretary WinstoN, The estimate used in the House is $179,-
000,000. .

Mr. SipLey. Well, it is $175,000,000 we will say for round figures,
There will be one hundred one hundred and seventy-fifths. What
will that be? Around 60 per cent?

Senator Rexp of Pennsylvania. It will be four-sevenths,

Mr. SipLey. Somewhere around there.

‘ Sfer;ixtor Reep of Pennsylvania, But some of the claims are paid
in full,

Mr. Siiey. Now they won’t get all that, because all claims u
to $100,000 will be paid in full, and $100,000 will be paid on this
theory on all claims over $100,000, That will take $20,000,000 or
$30,000,000, will it not?

Senator Reen of Pennsylvania. According to the House it will
‘take $33,000,000.

Mr. SipLey. According to the House it will take $33,000,000.

Senator Rekp of Pennsylvania. That will léave about $70,000,000
for general distribution among the claims over $100.000.

Mr. Siorey. Yes. :

Senator Rekn of Pennsylvania. That is, $70,000,000 applicable to
awards totaling $145,000,000. '

Mr. SipLeY. $145,000,000.

Undersecretary WinstoN. It will take $33,000.000.

Senator Reep of Pennsylvania. Yes. That will leave $70,000,000
in the special deposit fund for application against awards totaling
$145,000,000. It is approximately 50 per cent of the excess of the
~ claims over $100,000. So you will receive $100,000 first, and then

one-half of the remaining $1,500,000.

Mr. SipLey. Yes.

Senator Reep of Pennsylvania. You will get $850,000 imme-
diately under this plan.

The CuairMaAN. Plus interest.

Senator Reep of Pennsylvania. I am disregarding interest. Tak-
ing the sum total,

r. SipLEY. Yes.

Senator Rrep of Pennsylvania. Then the balance of your claim
will be paid through on the next six years, approximately, until you
have received 80 per cent.

Mr. SLey. ‘Until we have received 80 per cent.

Senator Rexp of Pennsylvania. You will have to wait six years
to have received 80 per cent?

Mr. SipLey. Yes.
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Senater Reep of Pennsylvania. Any German claimant, op the
other hand, who has a claim of $1,600,000 received $10,000 under
the Winslow Act, he has received all of his accrued earnings or
interest since 1923, and he would at once.receive 80 per cent when
this bill passed. So that, taking two claimants for the same amount,
one German and one Amerjcan, it seems to me that the German
receives very much more favorable treatment than the American.

Mr. SioLey. Well, he does on that basis receive more favorable
treatment, Of course, the situation that I happen to be in repre-
senting this large company is partly my own fault, because the
American claimants among themselves a%‘reed that the injuries and
loss of life and such of the small items should be paid in full. We
realized, for one thing, the difficulty of paying in installments over
small claims, and so we agreed, those that had the larger claims,
that it was only just that the small ones should be paid-in full, so
that reduced a considerable portion of our claim, but even then we
would have less than the Germans. But our chief interest there
was that enough of the German property should be retained in hand
so that ultimately we would be secured, and the amount which is to
be retained would take care of us on that theory.

The CuamrmMaN. Do you remember how many claims there are ex-
ceeding the $100,000?

Undersecretary Winston. One hundred and fifty-three awards
over $100,000. :

The CHamrMaN. I thought that was something near the number.

Mr. SibLey. Of course we started in with the idea of trying to
get 80 per cent of our claims paid if the Germans get 80 per cent,
but it seemed to be difficult to get the plan through. and so we con-
ceded these arrangements they have worked out in this plan here
upon the theory that ultimately we would get our money.

Senator Reep of Pennsylvania. This is that much better than
nothing, in other words? '

Mr. Siprey. This is that much better than nothing, yes. And
it seems possible that the prospects are good in the end for getting
our money.

Senator Jones of New Mexico. Well, would you feel that your
prospects were good if we would leave out section 2 of this bill as it
passed the House?

The CrARMAN. The declaration of policy. .

Mr. SipLey. The declaration of policy?

Senator Jones of New Mexico. Yes. '

Mr. Smrey. Let me see—just what was in your mind there,
Senator?

Senator Jones of New Mexico. What was in my mind was this.
If you had to reply wholly upon the 214 per cent which would come
from the reparations commission and not upon any declared policy
of the Government of the United States so as to have the Govern-
ment incur no obligations along the lines which you were discussing
a while ago, would the bill be then satisfactory to your people? .

Senator Reep of Pennsylvania. He has answered that in substance.

Mr. SipLey, I think so. :

Senator Reep of Pennsylvania. When he says he believes that the
Dawes plan payments will be continued.

-
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Mr, Swrey. Yes; I believe that the Dawes plan payments will be
carried through, or a substitute. I do not know what will happen in
the next few years, but I believe that Germany will be in a position
to carry out those payments on some theory, even if they have to
modify them.

Senator JoNes of New Mexico. And you are willing to take your
chances on that?

Mr. Smiey. I certainly am: We have to take them on that.

The Cuamrman. Well, striking out of section 2 of the bill then
\;;ould hs?we no effect at all on the position that you have taken in
the past¥

r. SipLey. Well, we have relied, as I have said before, upon
these deferred payments coming in t lrou%h the Dawes plan.

The Crnamrmax. As provided in the bill

Mr. SoLey. As provided in the bill. And it was no suggestion of
ours, of course, that this declaration of policy be made. That was
something that was introduced by the committee. And I am not so
wuch concerned with the individual claimant with that policy, which
probably was put in for good reason, but it was no suggestion of ours.

Senator JoNps of New Mexico. Well, it has been stated, Mr.
Sidley, that this bill is the result of an agreement. You have told
us how the American claimants got together and the processes
there. Did your committee have any agreement with anyone repre-
senting the German claimants?

Mr. SipLey. Well, I would not call it an agreement, but we finally
conferred with them to see if we could meet on some common ground
which would be satisfactory, upon which Mr. Green’s committee
would be satisfied, certainly along the lines that he had indicated in
public statement at the close of the hearings.

Senator Jones of New Mexico. With whom did you confer?

Mr. Smrey. I conferred with Doctor Kiesselbach and Doctor
}von Lewinski, who were the representatives of the German interests
iere,

The CrairMaN, The same as you were of the American interests?

Mr. SipLey. The same as I was of the Americans; yes. And we had
never been able to come to an agreement. We occasionally talked
over these matters in connection with our claims, etc., but we had
diametrically opposite positions apparently, which brought things
io an impasse, because we wanted our claims paid in full; the Ger-
mans insisted that the alien property fund should be released in full
unconditionally. And, of course, the two things could not very
weil exist.

After the close of the hearings Mr, Green made an announcement
that he thought that the only change of getting legislation through
was for both sides to make concessions, by which I think he indicated
that perhaps 75 per cent might be paid and the balance withheld by
each party and worked out over a period of vears, and he was very
anxious that we should see what could be dune with our American
claimants in that regard. And I had a talk with him upon that
«ubject, and I called my committee together in Washington to see
how far we felt we could go in making, in the first instance at any
rate. concessions and getting a common basis upon which the com-
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mittee could go to work. And after conferring together some of the
German péople wished to see what concessions we were willing to
make, and we were interested in knowing what they were willing to
make, and we had a meeting in Washington—I had a meeting with
one or two members of my committee—with Doctor von Lewinski
and Doctor Kiesselbach, and there was nothing in the nature of an
agreement, because, of course, there was nothing that we could do
which would be binding on anybody, but we did say that we were
perfectly ready to tell Mr. Green, for the information of his commit-
tee, what concessions we thought we could stand in the way of getting
a<bill through. And at that time we discussed these terms which
practically now have been worked into this bill, by which they would
withhold temporarily 20 per cent of their alien property fund, and
that half of the ship money would be temporarily withheld, and we
should waive our rights to get our payments in full, and take what
the deposit account would give us, and then in installments after-
wards up to 80 per cent, when we would be then on the same basis
as the German alien preperty people, and then we would go ahead
on a basis by which we would prorate all payments which would
come in later. And I communicated that. and I guess Doctor Kiessel-
bach did, too, to Mr. Green.

The Ciairman. You signed a joint letter,

Mr. Smwrey. We signed a joint letter to him in which he desired
to know how far we had made concessions among ourselves, which he
said would be only for the information of his committee, but he
would like to know how far we could get on the matter, so we signed
a paper which T delivered to him indicating what I have already
stated. » :

Senator Joxses of New Mexico. Do you know of any reason why
that paper should not go into this record ¢

Mr. Siprey. I know of no reason whatever, sir. I gave it to Mr.
Green just for his information and for the inforination of his
committee.

The CuairmaN. And he submitted it to me, you know, in confi-
dence, and I will ask Mr. Green it we can not put it in the record
this afternoon.

Senator Joxgs of New Mexico. Well, I was going te ask Mr, Sidley
if we might have a copy of it for this record here. 1 understand
that that original letter has been sent over here. in a confidental way,
and I am not willing to consider anything in confidence in connection
with this bill.

The Cuaman. You.have no objections to having it in the record ¢

Mr. Siorey. No; none whatever. :

The Cramman. And Doctor Kiesselbach? -

Doctor Kirssereacu. No.

Mr. Siorey. It was given to Mr. Green at his request and for his
information.

. The Cuamman. Then I do not think that Congressman Green will
sbject, but I will ask him this afternoon, Senator, and if he does not
object we will put it in the record at this point.

Senator Jones of New Mexico. And if he does object I would like
for one or the other of these gentlemen to furnish this committee
with a copy of the letter.

.
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Mr. Smrey. Well, you will let me know if anything is wanted
further in that regard?

The CHairMaN. Yes. Was there anything else?

Senator JonEs of New Mexico. No.

(The letter addressed to Chairman Green, of the Iouse Ways and
Means Committee, from Mr. Sidley and Doctor Kiesselbach is here
printed in the record in full, as follows:) A

DECEMBER 1, 1920,
IJon, WILLIAM R. GREEN,
Chairman Ways and Means Committee,
House of Representatives.

DEAR MR. GReeN: For your information and that of your committee 9n
drafting proposed legislation, we note the following as a general basis of
agreement between the American and German interests which we respectively
represent :

1. Twenty per cent of the alien proprty fund to be temporarily retained and
80 invested in Dawes plan annuities as to become applicable to the immediate
payment of American claims, the balance of the 80 per cent of the alien
property fund to be promptly returned to the owners,

2, Fifty per cent of awards for payment of German ships, radio stations,
patents, ete., to be likewise temporarily retained and applied to American
claims as soon as it becomes available. and the bhalance of such awards dis.
tributed to ship owners, et al.

3. The $26,000,000, approximately, of unallocated interest in the hands of
the Treasury to be similarly .applied to American claims,

4, The $14,000,000, approximately, of Dawes plan payments received up to
September, 1927, to be applied to the payment of American claims,

5. All funds in the hands of the Alien Property Custodian tformerly belonging
to the German Government, together with all funds so held the ownership of
which is not disclosed within a perind to be fixed in the bill, and thereafter
established to be apptied to the payment of American claims,

6. To the extent that the above payments on the American claims falls short
of 80 per cent of the total amount of such claims, including interest thereon as
awarded to January 1, 1927, the receipts from the Dawes plan payments
aceruing subsequent to September, 1927, to be flrst applicd to payment thereof
until such 80 per cent has been paid in tull, atd thereafter said receipts from
the Dawes plan payments to be distributed ratably among the remaining unpaid
claims of Americans, alien property claimants, and ship, radio, and patent
claimants, together with 3% per cent interest thereon, until they are paid in
full; and thereafter these Dawes plan payments to be applied as they accrue
to the payment of the $26,000,000 of unallocated interest advances as afore-
said, together with 315 per cent interest thereon until paid, thereafter the

Dawes plan payments to be applied to the payment of the United States .

Government awirds against Germany,
Wirriam P. SIDLEY,
For the American Claimants.
W. KIESSELBACH,
For the German Claimants,
The Craieman. It is now 12 o'clock, and the committee will stan)(f
adjourned until 10 o’clock tomorrow morning.
(Thereupon, at 12 o’clock noon. an adjournment was taken until 10
o’clock a. m. the next day, Thursday, January 13, 1927.)

[
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THURSDAY, JANUARY 18, 1927

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment on yesterday, at 10
o'clock a. m., in room 312, Senate Office Building, Senator Reed
" Smoot presiding.

Present: Senators Smoot (chairman), McLean, Curtis, Shortridge,
Edge, Jones of New Mexico, Gerry, Harrison, and George.

Present also: Hon. R. W. Bonynge, American agent before the
Mixed Claims Commission; Hon. Howard Sutherland, Alien Prop-
erty Custodian; Dr. J. W. Kiesselbach, German commissioner on the
Mixed Claims Commission; and Dr. Karl von Lewinski, German
agent before the Mixed Claims Commission.

The CrairvAN. If the committee wiil come to order we will pro-
ceed with the hearings. Mr. Bonynge.

STATEMENT OF HON. ROBERT W. BONYNGE, AMERICAN AGENT,
MIXED CLAIMS COMMISSION, UNITED STATES AND GERMANY

Mr. BoxnyNGe. Robert W. Bonynge. I am the agent of the United
States before the Mixed Claims Commission, United Stetes and
Germany. And also the agent of the United States before the
Tripartite Claims Commission, United States, Austria, and Hungary.

It has occurred to me, Senators, that perhaps if I should make a
very general statement as to the character of claims that American
nationals have under the Versailles tredty, and the method adopted
under the treatg for the adjudication of those claims, that it might
be helpful to the committee, and then explain the method adopted
by the United States for the adjudication of those claims.

Senator Jones of New Mexico. I think it would.

Mr. BoNyYNGE. And in that connection I will, if you desire, explain
how we arrived at the rate of 16 cents for the valorization of mark
debts, and also make some statement in reference to the late claims,
which I think are both matters which the committee desires some
information on, and after I have completed the statement in refer-
ence to the German claims I will give you such information as I
have relative to the Austrian claims,

Senator Jones of New Mexico. I think that is just what we want
to hear from you.

The CramrMaN, Yes,

Mr. BoNyNGe. Under the Versailles treaty and the provisions of
that treaty that were incorporated into the Berlin treaty, and also
into the treaty with Austria and the treaty with Hungary, there are,
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generally speaking, two great subdivisions of claims that American
nationals have. One class comes under what is known as Part VIII
of the Versailles treaty. Those are what are termed the reparation
claims. Under that part of the treaty there is one section, section
231, in which Germany admitted its liability for the war, and that
she was liable for the consequences and the losses occasioned by the
war. That was followed by section 232, by which the allied and
associated powers recognized that Germany’s resources were insuf-
ficient to compensate for all of the losses arising as a consequence
of the war, and then under that section certain specific classes of
claims are set forth for which Germany should be responsible.
Those are stated in Annex I following article 244, and there are
10 different classes of claims, from 1 to 10. There are in those sec-
tions paragraphs 5, 6, and 7, which have been discussed here, being
claims for pensions and for eost of assistance by the Governments
of the allied and associated powers to prisoners of war and their
families and dependents, and allovances by the Governments of the
allied and associated powers to the families and dependents of
mobilized persons. :

These reparation claims, so-called, are claims that arose during
belligerency, of course, after we entered the war.

In addition to the claims for reparations there are also the claims
under section 10 of the Versailles treaty, which are the economic
clauses of the treaty, and in that class of claims there are perhaps
two principal subdivisions of claims that might be mentioned.

One is for debts, and they are provided for under Section III of
Part X of the treaty, article 296, which specifies the debts for which
Germany would be liable. And there are four different classes of
debts mentioned. The first four subdivisions of article 296.

The Cuamrman. And what are they, briefly?

Mr. BoxyNee (reading):

(1) Debts payable before the war and due by a national of one ot the
contracting powers, residing within its territory, to a national of an opposing
power, residing within its territory;

(2) Debts which became payable during the war to nationals of one con-
tracting power residing within its territory and arose out of tramsactions or

contracts with the nationals of an opposing power, resident within its territory,
of which the total or partial execution was suspended on account of the

declaration of war;

(3) Interest which has accrued, due before and during the war, to a national
of one of the contracting powers in respect of securities issued by an opposing
power, provided that the payment of interest on such securities to the nationals
of that power or to neutrals has not been suspended during the war;

(4) Capital sums which have become payable before and during the war
to nationals of one of the contracting powers in respect of securities issued
by one of the opposing powers, provided that the payment of such capital
szms to nationals of that power ¢r to neutrals has not been suspended during
the war.

Mr. Bonynge. The other class of claims mentioned in Article X
are those provided for under section 297. Those are claims for
damages to a national of an allied or associated power resulting
from the application of an exceptional war measure by Germany to
the property rights and interests of a national of the allied or asso-
ciated powers.

Now, the method provided for by the treaty for the adjudication of
these different classes of claims is different in reference to the repa-

.
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rations and in reference to the claims arising under the economic
clauses of the treaty. For the reparation claims it was provided
that there should be a reparation commission established by the selec-
tion of delegates from the countries signing the Versailles treaty,
who would compose the Reparation Commission, and each of the
Governments was to present to that Reparation Commission a state-
ment of the amount of damages that it claimed under the reparation
clauses of the treaty.

Senator JonNes of New Mexico. Well, now, Mr. Bonynge, would
that include more than the claims mentioned in sections 5, 6, and 7%

Mr. BonyngE. Oh, it would include all the claims arising under
Part VIII of the treaty. All the 10 different classes of claims men-
tioned under that section.

I should say, in reference to the reparation claims, that the allied
and associated powers were to present to the Reparation Commission
a statement of the amounts demanded for reparations under all those
various 10 clauses specified in the section that I have referred to.
Germany had an opportunity to examine the statements, but those
statements of account were filed in a lump sum under the different
classifications. There was no opportunity to Germany to examine
individual cases; no hearing on individual cases.

The method provided for the adjudication and determination of
the amount due under the econgmic clauses of the treaty was this:
There it was provided in reference to the debts that there might be
established clearing offices between Germany and the different allied
and associated powers. KEach country to have its own clearing office,
and the debts to be reported by the nationals of each country to its
own clearing office; and then at stated periods a balance struck and
the payment made through the different clearing offtices. And for
the claims that arose for damages resulting from an application of
exceptional war measures there was established by the treaty mixed
arbitral tribunals, each country selecting a member of the tribunal,
and then a provision for the selection of a president of the tribunal
from a neutral power. :

Those mixed arbitral tribunals determined the amount due to a
national of an associated or an allied power for damages arising by
reason of the application of an exceptional war measure to the prop-
erty rights and interests of the national of one of the associated or
allied powers. And that tribunal also had the authority in case the
clearing offices disagreed as to whether a debt existed to settle that
difference. There was, in fact, an appeal to the mixed arbitral
tribunal.

Senator Curtis. Was that the provision under which these people
who purchased honds before the war, that the payment of was
stopped by Germany during the war, are to proceed to get their
claims settled ?

Mr. BoNnyNgE. They might come under the classification of debts or
claims for damages due to an exceptional war measure. If the
security matured during the war, or coupons upon the bonds ma-
tured during the war, then they became debts under article 296 and
would be settled through the clearing office. If, on the other hand,
they were claiming damages to their securities that were in Ger-
many any subjected to an exceptional war measure, then they would
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come béfore the Mixed Arbitral Tribunal, because it would not be a
debt; it would be a claim for damages that they were seeking to
recover by reason of the application of an exceptional war measure
to their property. And later, if you desire, I will explain what is
the position of the commission relative to the recovery for damages
to securities that were subjected to an exceptional war measure.

The Crarman, I hope you will before you eonclude.

Mr, BonyNGE. Yes; I will be very glad to do that.

Now, in reference vo the debts, it was also provided by paragraph
(d) of subdivision (4) of the same article, article 296 of Section III
of the treaty of Versailles, that—

For the purpose of this provision the pre-wiv rate of exchange shall he de-
fined as the average cable transfer rate prevalling in the allled or associated
country concerned during the month immediately preceding the outbreak of
war between the said country concerned and Germany.

Now, in the case of the United States. we entered the war on April
6, 1917. The average cable transfer rate prevailing in the United
-States during the month immediately preceding April——

The CHairMaN. The three months preceding ¢

Mr. BoNyNGE. No, one month preceding; was 17.4 cents to the
mark. Under this article 296 and the clearing office system both the
associated or allied countries and Germany were to be responsible
for the debts of their own nationals. and to valorize them at the rate
as provided for in the treaty. The United States did not adopt the
clearing-office system. There was a provision in the treaty by which
within a certain time after the treaty was ratified each country was
to elect whether it would adopt the clearing-office system or not. If
it did not adopt the clearing-office system then:the provisions are
somewhat indefinite as to what was to be the rate of exchange that
was to prevail. The United States did not adopt the clearing-
office system. ,,

Senator Jones of New Mexico. Do you know why, Mr. Bonynge?

Mr. BonyNGE. No; I have no way of knowing why. KExcepting
this, that my understanding has been that the United States at the
time the treaty was under discussion at the peace conference declared
that it did not desire to assume respensibility for the debts of its own
nationals. It did not desire to valorize those debts. We had some
Americans who owed debts to Germans payable in marks, and if we
had adopted the clearing-office system we would have been obliged to
valorize those debts the same as Germany was valorizing the debts
to us.

Tlhe? CuairMAaN. On what basis did England and France and Italy
settle ¢ ‘

Mr. BoNyNGe. They adopted the clearing-office system.

The CHairMAN. But at what rate?

Mr. BoNny~NGE. Their rate would have been practically the normal
rate, because one month preceding the time they entered the war the
rate was practically normal.

The CrarmaN. Yes; 24 cents, in round figures.

Mr. BoNyNGE. 23.8 cents. But in our case we did not enter the
war until April, 1917, and by that time the mark had depreciated
considerably, so that the best rate we could have possibly obtained
would have been 17.4 cents to the mark. :

.
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The CnairMaN. And you finally decided on 16 cents?

Mr. BoNyNGe. Yes; we did. And I will explain how that arose
and why we made that compromise later.

Now. as we did not become garties to the Versailles treaty, of
course we were not represented on the Reparation Commission.
Neither did we have the clearing office. Neither did we have mixed
arbitral tribunals. But our nationals had the right to recover for
claims and damages of the character I have mentioned. And what
I have said in reference to the Berlin treaty applies equally to the
Austrian and to the Hungarian treaties. So that the executive de-
partitents, the State Department particularly, then negotiated an
agreement with Germany setting up the Mixed Claims Commission
in the case of Germany, to which was referred all of these various
claims. the reparations claims and the claims arising under the eco-
nomic clauses. There was no other machinery. The Mixed Claims
Cominission exercises all the jurisdiction over claims that either the
Reparation Commission, the clearing office. or the mixed arbitral
tribunals would have had.

And when the question came before our commission as to Ger-
many’s liability for debts, the issue immediately arose as to whether
Germany was responsible for those debts. The contention of the
German Government being, through its agent, that as we had not
adopted the clearing-office system, and as that was a reciprocal
arrangement by which each country was to be responsible for the
debts of its own nationals, Germany was not responsible for those
debts and not obliged to valorize them. Not directly responsible.
Of course, there is a provision, which T will refer to a little later,
that the property of its nationals in the United States was subject
to a charge for such debts.

The American agent contended that under other sections of the
treaty we were entitled to the same rate of exchange that was pro-
vided for in section 296, namely, the 17.4 cents. and briefs were
prepared by both agents before the Mixed Claims Commission. The
matter was pending before the commission for some time, and it
looked rather dubious as to whether we would be able to maintain
the position that I contended for, namely, that we were entitled
to the 17.4 cents. And in any event, even though we should have
been successful, it would have meant a very prolonged litigation
before we got all of our claims settled, and great expense and trouble
to our nationals,

The German agent then, on behalf of his Government and with
the consent of his Government, proposed an amicable adjustment of
this question of the rate of exchange in view of the contentions
of the two parties and the difficulty in arriving at a solution. and
one that would not only expedite the conclusions of the adjudication
of these claims but save the American nationals a great deal of time
and expense in establishing their claims. He proposed that a rate
of exchange at the rate of 16 cents be adopted for the debts provided
for in section 296, and that Germany would, notwithstanding the
fact that we had not adopted the clearing-office system, assume direct
liability for those debts.

' The CuamrMax. Did they have any other reason why they did
not make it 17.4 cents? Simply because we were not assuming the
liability ?
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Mr. BoNxy~Nae. Simply that we were not assuming the liability for
the debts of our nationals, and that the provisions of the treaty
were reciprocal,

I submitted that proposition to quite a number of the American
nationals who had claims of or debts payable in marks, and they
approve it. They thought it was a fair, just, and amicable arrange-
ment for the settlement of the debts.

I then submitted the proposition to the State Deparment, and the
State Department, after considerable consideration, approved the
agreement, and that is the way in which we arrived at the 16 cents.
JI€ was in the nature of a compromise. And in addition to the 16
cents under that arrangement we also got interest on the debts form
January 1, 1920, which was by way of a compromise at the rate of
5 per cent, '

- It was a very important settlement, particularly for our bank
deposits, because as you notice from reading the character of debts
specified in the treaty it would have been necessary to establish that
the debt matured during the war. Now. a bank deposit ordinarily
does not mature until a demand is made for the bank deposit. We
would have great difficulty in establishing as a debt that the bank
deposit has matured during the war. But under this agrement all
bank balances were to be valorized at this same rate of 16 cents to
the mark. And all that we had to establish was the amount of the
bank balance as it existed on April 6, 1917, and then we added to
that any appropriate debits or credits after April 6 during the war
that arose out of pre-war transactions, and added the interest that
matured up to April 6, 1917, and then interest was suspended from
that time until January 1, 1920, and from January 1, 1920, to the
date of payment we got 5 per cent upon such amounts. So that
I regarded it as a very fair and just arrangement, and one very
advantageous to the American nationals, and the American nationals
have been extremel{ well satisfied with it.

Senator Jonks of New Mexico. How did you arrive at the date of
January 1, 1920
. Mr, BoNnyNGE. That was really an arbitrary date.

Senator McL.ean. Under the six months’ limitation there were
some American claimants that did not file their claims.

.. Mr. BonyNGE. I will speak about the six months’ limitation a little
later. : :

Now in reference to the lien on the property of the German
nationals in the possession of the United States or any of the allied
powers, subdivision 4 following article 298, being an annex to article
297 of the treaty, reads as follows, and this is a very important section
in connection with the consideration of this bill:

- All property, rights, and interests of German nationals within the territory
of any allied or associated power and the net proceeds of their sale, liquida-
tion, or other dealing therewith may be charged by that allied or assoclated

jower in the first place with payment of amounts due in respect of claims by

he nationals of that allied or associated power with regard {g their property,
rights, and interests, including companies and associations mu?whlch they are

interested, in German territory, or debts owing to them by Geérman nationals,
and with payment of claims growing out of acts committed 'by the German

Government or by any German authorities since July 81, 1914, land before thut

allled or associated power entered into the war; i
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Now it will be observed, Senators, that the lien, therefore, on the
property in the possession of the Alien Property Custodian was for
the claims in regard to the property rights and interests of ouv
nationals, and those are the claims that are mentioned in the economic
clause. They are not the reparation claims. So that the property in
the possession of the Alien Property Custodian is not charged with
the lien for reparation claims, but only for claims arising under the
economic clause of the treaty. And it will be further observed that
this provision does not charge the property of nationals in the pos-
session of the Alien Property Custodian with a lien for claims of the
Government of the United States, but only for the claims of the
nationals of the United States growing out of damage to their
property, rights and interests; namely, the economic clause of the
treaty. Only indirectly would there be any lien on that property
for reparation claims.

There is a subsequent section of this same paragraph that I have’
not completed reading:

The amount of such claims may De assessed by an arbitrator appointed by
Mr. Gustave Ador, if he is willing, or if no such appointment is made by
him, by an arbitrator appointed by the mixed arbitral tribunal provided for
in Section VI. They may be charged in the second place with payment of the
amounts due in respect of claims by the nationals of such allied or associated
power with regard to their property, rights, and interests in the territory of
other enemy powers, in so far as those claims are otherwise unsatisfied,

That is to say, that if there were any unsatisfied claims of the
character mentioned against such enemy powers, then the 1propert,y
of Germany might be charged with the payment of such claims.

Senator Jones of New Mexico. Would you construe that to mean
that we should exhaust our ability to collect claims against the
German allies from other sources before we could take advantage
of the agreement of Germany to pay that? ,

Mr. Bonynee. I should think so; yes. If they remained unsatis- .
fied after we had exhausted all our remedies against the others, then ;
the German property would be subject to a lien for that remaining
unsatisfied portion of such claims. :

Senator Jones of New Mexico. Yes. :

Mr. BonyNGE. There is also another provision of the treaty that

if there should be a balance remaining after the payment of all these..

claims of the nationals arising under this clause, then that balance
should be a credit in favor of Germany on its reparation payments.
The reparation payments were to be made to the Reparation Com-.
mission, and that balance would, under the Versailles treaty as it
stood, be turned over to the Reparation Commission, and then
subsequent agreement between the Powers the total fund in the
possession of the Reparation Commission was divided up between
the allied powers in certain proportions.
Senator Jones of New Mexico. Now, let me understand. This

propertfr ?is first to be used to liquidate the claims of American
s ' ‘

nationa

Mr. BonynGe. Growing out of the economic clause of the treaty. . "

Senator JoNEs of New Mexico. Growing out of the economic clause
of the treaty? L

Mr. BoNynoE. Yes; of the economic clause. It may be used for,
that purpose. It is chargeable with that. '
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Senator Jones of New Mexico. Yes; I understand. And then if
there is anything left that may be used then for the satisfaction of
what you call reparations?

Mr. BoNnyNGE. May be turned over to the Reparation Commission.

Senator Jones of New Mexico. Which would include the claims of
the Government of the United States itself?

Mr. BonyNGE. If it made any claims for reparations; yes.

Senator Jonks of New Mexico. Yes.

Mr. BoNyNGE. Yes; if it made any claims for reparations.

Senator Jones of New Mexico. Would this allowance of $60,000,000
to the Government of the United States come within the claims for
reparations thus provided for?

r. BonyngE. Yes, it would. Yes, they were all veparations claims.
But we would not have gotten that money. Under the provisions
of the Versailles treaty it would have gone into the reparation fund.
but it would have been divided up between the allied and associated
powers. Irance would have gotten 52 per cent of it. There is no
fund now being paid to the Reparation Commission, and no gov-
ernment in the world has turned over any surplus to the Reparation
Commission. Not a single government. Now all money that arises
for reparations goes to the reparations representative—I do not know
what the official title is—the representative under the Dawes plan.
And it is divided among the allied powers. If we got any portion
of it we would get 21/ per cent under the Dawes plan of any of that
money that was turned over, and the rest of it would go to France,
(ireat Britain, Italy, and the other countries. :

Senator Jones of New Mexico. Well, now let me get this clear.
What claim has the United States against any of the assets of Ger-
man nationals or of Germany for the payment of the $60,000,000
which has been allowed by the Mixed Claims Commission?

Mr. BonyNeE. If there is any German property, meaning the
property of the German Government, in our possession, we would
have certainly the right to retain that property.

The CrHAlRMAN, That is German property.

Mr. BoNyYNGE. Yes. .

The CHaikman. But not the property of the German nationals.

Mr. BoNnYNGE. But not under the treaty the property of the Ger-
man nationals, no. ' .

Senator Joxes of New Mexico. Anything else?

Mr. BonyNGE. I do not know of anything else except our rights
under this bill.

_Senator Curtis. No; generally speaking.

Senator JoNes of New Mexico. No; under the treaty.

Mr. BonyYNnGE. No,

The CuamrMaN, There are ships.

Mr. BonynGE. Those, I understand, were not the property of the
German Government. The ships were the property of the German
nationals. They belonged to German companies, not to the German
Government. , .

The Caaryan., Well, what German property have we then?

Mr. Bony~NGE. I do not know. There was some money that be-
longed to the German Government that 1s in the possession of the
Alien Property Custodian. '

v
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Senator Cunris. What do you do then with the decision of the
Supreme Court in the Chemical Foundation case that the Govern-
ment had the right to confiscate the property?

Mr. Bony~ge. Oh, it has the right to confiscate the property, but
under this treaty they apply it in the way provided for by the treaty.
There is no question but they have the right to take it if they want to.

The CHAIRMAN. Well, then, I do not see any other way of the Gov-
ernment proceeding with the $60,000,000, unless the 214 per cent
provided for under the Dawes plan would pay the balance of the
debts that may be due the nationals after the distribution of the
alien property, and then the balance of it to go to the Government.

Mr. BonyNGe., The 214 per cent would go to the Government then.

Senator JoNEs of New Mexico. I was just coming to that. You
say for the payment of this $60,000,000. I use that term in order
to specifically designate the claim to which I refer.

Mr. BoNYNGE., Yes. It is not quite that amount.

Senator Jones of New Mexico. Well, that is all right. If there
is any property of the German Government, we can take it, you
say, for the payment of this $60,000,000¢

Mr. BoNYNGE. You could if you desire to; yes.

Senator JoNes of New Mexico. Yes. Now then, could we pay
that out of this 214 per cent which we are getting under the Dawes
agreement ¢

The CHAIrRMAN, Pay it how, Senator?

Mr. BoNyNGE. I do not quite understand.

Senator Jones of New Mexico. I mean, could we collect that money
which would come under the 214 per cent of the Paris agreement
and apply it to this $60,00,000 claim ?

Mr. Bonynge. Under that plan for distribution of that 214 per
cent the provision is that that 214 per cent is to be used for the pay-
ment of the awards made by the Mixed Claims Commission.

Senator Jones of New Mexico. And that includes the $60,000,000?

Mr. BonyNGe. That includes the claim of the United States; yes.

Senator JonEs of New Mexico. So as ‘to this $60,000,000 claim
the only method of collecting that is any German property which
we may have, and the proceeds of that 214 per cent?

Mr. BoNyNGE. I think only the 21/ per cent as it stands now.

Senator JoNes of New Mexico. .Why do you exclude German
property now{ I am speaking of property of the German Govern-
ment. .

Mr. BoxyNee, Oh, you might apply that. Yes; if you desire
to you might take that property in payment of the claims of the
Government as reparations.

Senator JoNes of New Mexico. And the proceeds of the 214 per
cent arrangement ?

Mr. BoNyYNGE. Yes,

Senator JoNEs of New Mexico. Those are the only sources then
fror;xhwh%ch we may expect any payment upon this $60,000,000 claim,
are the ‘

Mr. BoNynNGe. As far as I am familiar with; yes.

The Cramman, Mr. Bonynge, are you not mistaken in relation
to the 214 per cent.that any part of that could go to the reparations
that the Government of the United States conld claim—132 billion
marks -were allowed ?
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Mr. BoNYNGE. Yes.

The CHAIRMAN, And that is divided between the other countries.
We are not involved in that. We can not take any of that money.

Mr. BonyNc k. Noj that is true,

The Cramrman. Well, I understood you to say that you could.

Mr, BonyNeE. Well, that 214 per cent of the amount paid under
the Dawes plan was to apply on the awards made by the Mixed
Claims Commission.

The Cuairman. Well, the only thing that we can take is what-
ever balance there may be here after paying our nationals with the
property that we have,

r. BoNYNGE. Yes,

The Cuaimrman. That is all. We have no other claims, Senator,
unless there is some national—

Senator Joxes of New Mexico. Well, I do not believe the chairman
of the committee understands the statement made awhile ago by
Mr. Bonynge. If I understood him, this property which is in the
hands of the Alien Property Custodian can only be applied to the
payment of American nationals, excluding the $60,000,000 claim of
Government, and if there is any surplus it would have to be turned
over to the Reparation Commission.

Mr. BoNyNee. It might be under the provisions of the Versailles
treaty.

'I‘hi CHarRMAN. Noj; but it does not have to, Senator.

Mr. BonyNGE. No.

The CHairmaN. Whatever balance there is goes to the Government
of the United States, and that is all the money that we will get.

Senator Joxks of New Mexico. That is {'ust what I was trying to
get out of Mr. Bonynge. And I should like to know whether my
understanding is correct, or the understanding of the chairman of
the cominittee.

Mr. BonyNue. Well, under article 243 of the treaty it says:

The following shall be reckoned as credits to Germany in respect of her

reparation obligations:
(a) Any final balance in favor of Germany under Section V of Purt IIL and

Sections 111 and IV of Part X.

The Ciairman. Yes.

Mr. BonyNGE. Now under Sections III and IV of Part X those
are the debts and the damages arising from the application of ex-
ceptional war measures. If there is any balance after the payment
of those it may be applied upon the reparations. '

The Crairman. That is exactly what I say.

Senator Jones of New Mexico. And you mean by that the claim of
the United States of $60,000,0007?

Mr. BonyNGE. Yes. A reparation claim; yes.

The CrHalrMAN, Yes,

Mr. BonyNGe. That is the same statement which I made before.

lSenator Jongs of New Mexico. That is just what I intended to
clear up.

Mr. Bony~nge, That is what I intended to say.

Senator Jones of New Mexico. I did not understand you before.

The Crarman, Well, I think that Mr. Bonynge made the state-
ment just as you presented it to him.
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Senator JonEes of New Mexico. I am sure that he did.

The CuairmaN, But I did not understand it so, and therefore I
asked him the question that I did.

Senator JoNEs of New Mexico. And I was basing my supposition
on the remarks of Mr. Bonynge.

The CHAIRMAN. Yes. ‘

Senator Jones of New Mexico. Now, then, let us see if we under-
stand it. This property which we have is first to be applied to the
claims of American nationals?

Mr. BonyNGE. May be.

Senator Jones of New Mexico. May bef

Mr. Bonynee. Yes. Arising under the economic clauses. To
American nationals arising under the economic clauses.

Senator JoNes of New Mexico. Well, those are the only clauses
are they not, which are dealt with by the Mixed Claims Commission {

Mr. BoNnyNGE. Oh, no; oh, no. The Mixed Claims Commission
also deals with the reparation claims of American nationals.

Senator JoNEs of New Mexico. Well, what do you include within
that term, speaking now with particular reference to the claims which
have been filed before the Mixed Claims Commission ¢

Mr. BoNnyNGE. I mean any of the claims that arise under any one
of the subdivisions 1 to 10, set forth in Annex I following article 244
of the treaty.

1S.enator Jones of New Mexico. Well, state the nature of such
claims. ‘

Mr. BonyNGe. Daniages to property resulting from hostilities and
operations of war. Destruction of ships. The reparation claims are
those mentioned ; specifically :

Damage to injured persons nnd to surviving dependenmts by persconal injury
or to death of civillans cnused by ucts of war,

IFor instance, the persons who lost their lives on the Lusitania and
other ships. ’

Damage caused by Germany or her allies to civilian victims of acts of
cruelty, vioience, or méltreatment.

Damage caused by Germany or her allles in thelr own territory or in occu-
pled or invaded territory to civitinn victims of all acts injurious to health or
ctiu;zilcity to work, or to henor, as well as to the surviving dependents of such
vie DS,

ngnuge caused by any kind of maltrentment of prisoners of war.

Senator Joxks of New Mexico. I think you have read enough.

Mr. BonyxgE. But the principal one I have not read. Leaving out
the others: ‘

Damage in respect of all property wherever situated belonging to any of the

allied or associated States or their nationals, with the exception of naval and
military works or materials, which has been carried off, scized, injured, or de-
stroyed by the acts of Germany or her allies on land, on sca, or from the air,
or damage directly in consequence of hostilities or of any operations of war,

Senator Jones of New Mexico. Does that include the State, the
Government of. the United States?

Mr. BoNyNeE (reading) :

Damage in the form of levies, fines, and other similar exactions imposed by
Germany or her allies upon the civilian population,

The CuAIRMAN. Yes.
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Senator Joxks of New Mexico. Now, let me see if T get the propo-
sition now, This property in the hands of the Alien Property Cus-
todian is first linble. or may be made liable for the claims of Ameri-
can nationals under the economic clauses of the treaty?

Mr. Boxy~ae. Yes: exactly. '

Senator Joxes of New Mexico. Second, it may be applied to the
payment of reparation claims of American nationals and the Govern-
ment of the United States?

Mr. BonyNce. It may, according to the provisions of the Versailles
treaty, be put into the reparation ‘fund and given as a credit to Ger-
may upon the reparation payments due by Germany.

Senator Jones of New Mexico. Well, then, how do you expect the
damages that its people suffered by reason of the sinking of the
Lusitania to be paid? Do you mean to say that they are not payable
out of this fund?

Mr. BonyNge. This fund is not subject to the payment of claims
except those arising under the economic clauses.

The Cramrman. The whole difficulty and misunderstanding arises,

; as I understand it, right here, that we have nothing whatever to do
) with the reparation fund.
: Mr. Bonyxee. Oh, yes; the Zusitania would be, for this reason.
Under that paragraph 4 that I have just read we have an additional
right for all claims that arose by acts of Germany prior to the time
we entered the war, and that property is made subject to a lien for
all of those claims. The only countries that would have such claims
would have been the United States and possibly Italy for damages
done by an act of Germany to an American or Italian national
prior to the time the said countries entered the war, and regardless
of whether it was a reparation claim, if it arose during our neutrality
period this property in the possession of the Alien Property Cus-
todian would be subject to a lien for the payment of such claims,

Senator Jones of New Mexico. When did that arise? By virtue
of what measure or treaty?

Mr. BonyNce. By virtue of section 4, following article 298, and
by virtue of the Knox-Porter resolution. And then by section 4,
which I just read to you, this property shall he charged in the first
place—
with payment of amounts due in respect of clnims by, the nationals of that
allied or associated power with regard to their property, rights, and interests,
including companies and associations in which they are interested, in German
territory, or debts owing to them by German nationals, and with payment of
claims growing out of acts committed by the German Government or by any
German authorities since July 31, 1914, and before that allied or assoclated
power entered into the war,

Y Now, that covers all of our neutrality claims. So that all of our
“ neutrality claims are made a charge upon the %'operty of the Ger-
man nationals in the possession of the Alien Property Custodian.
Senator Jones of New Mexico. All right. Now we will take
another start.
Mr. Bonynee. I think that clears that,
Senator Jones of New Mexico. I think all this has tended more
to confusion than anything else, I wanted to get back to my original
thought of how this matter should be worked out to give us an

=
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understanding of where we are at. This property in the hands of
the Alien Property Custodian is liable for the claims of American
nationals under the economic clauses and under the provisions of
the Versailles treaty providing for damages before we entered the
war.

Mr. Boxynee. Yes, sir. '

Senator Joxks of New Mexico. Now, then, where does the claim
of the United States come in, the $60,000,000¢ .

Mr. Boxynce., Let me see—* and with payment of claims growing
out of acts comnitted by the German. Government * * *”-..yes;
I think that they would be liable for the Government claim that
arose by an act of the ‘ierman Government since July 31, 1914, and
before we entered the . ar.

Senator Joxrs of New Mexico. Well, did we have any suck claim?

Mr. BoxyNce. I do not know. 1 do not think we did.

The CuairmaN. Senator, I call Mr. Bonynge’s attention to article
243, to remind him of that, because it is right in connection with
this, Senator, and I think we want to get at the facts.

fSenator Joxes of New Mexico. Absolutely. That is all T am
after.

The Cuairyan. Article 243 provides:

The following thall be reckoned as credits to Germany in respect of her
reparation obligutions:

(a) Any final balance in favor of Germany under * * * Nections III
and IV of Part X of the present treaty.

That is the economic clause.

Mr. BonyneE. Yes.

'The Caamrman. That is what article 243 provid: s.

Mr. BoNyNee. Yes.

The Cuaman. Under that article it seems to me that it would
be impossible to have anything whatever to do with the reparations
affecting the economic clauses here other than the property that is
held by the Alien Property Custodian,

Mr. Bonynge. Well, that is to say, if there was a surplus,

The CuamrMan. Well, then, that surplus can come to the Govern-
ment, and that is all.

Mr. Boxy~ee. Can come to the Government?

The CHairMAN. Yes.

Mr. Boxynee. To be a credit to Germany. But reparations were
distributed under the treaty through the Reparation Commission.

Mr. Puenix. Can I state what my understanding is?

The CHaIRMAN, Yes.

Mr. Puenix. The United States did not participate in the Repara-
. tion Commission.

The Cuamrdan, That is so.

Mr, Puenix. The sum total of 132,000,000,000 gold marks, which
was fixed as Germany’s reparation obligations did not include any
allowance for the reparation claims for the United States. The only
way that any balance remainin,zé of the alien property could be ap-
plied as a credit on the United States reparation claims would be to
satisfy those claims here,

The Crairman, That is as I understand it.
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Mr. Paenix. If you turn the money over to the Reparation Com-
mission, it would ge a(fplied against the ref)aratlon claims of the
allied governments, and there would be absolutely no participation.

Mr. Bowynee. Yes. I stated that. ) )

Senator Jones of New Mexico. You are now getting at the point
which I had in mind. ‘ \

The Cramman. I did not understand you to.

Senator Jones of New Mexico. No; 1 understand the witness to
SaY———

Mr. Bonynee. I said it would go 52 per cent to France if we
turned it over to the Reparation Commission, under the provisions
of the Versailles treaty.

Mr. Puoenix. If we did, yes.

Mr. BonyNee. If we did, yes.

Mr. Puoenix. But we do not have to. :

Senator Jones of New Mexico. But what I am talking about is,
what right have we got to apply it to our claim without turning it
over to the Reparation Commission ¢

The CuammMaN. Under article 243.

Mr. Bonynee. Under article 243, I should imagine. If we have

The CralrMAN. Article 243 says, Senator, and this is the only
authority that we have got——

Mr. Bonynge (interposing). That it shall be a credit.

The Cramrman (reading) :

The following shall be reckoned as credits to Germuny in respect of her
reparation obligations:

(a) Any final balance in favor of Germany under * * * Sections III
and IV of Part X—-that is the economic clauses—of the Jresent treaty.

- Now that is the only authority that we have to take, even if there

Senator Jones of New Mexico. Well, now, I am willing to state
that I had the same view of this as the chairman now announces,
but the witness’ statements it seemed to me were not in that direc-
tion. They did not confirm that construction of it.

Mr. Boxynge. I spoke of what would occur under the Versailles
treaty.

Senator Joxes of New Mexico. Well, I do not care whether it is
the Versailles treaty or the Berlin treaty or the Paris agreement or
the creation of the Mixed Claims Commission, or what not. What
I am getting at is: Where can the Government of the United States
collect this $60,000,000 % ‘

The CuairmaN, That is it.

Senator Jones of New Mexico. That is what I am trying to get at.

Senator SHORTRIDGE. Do you mean under the treaty, Senator, may
I ask you?

Senator Jonis of New Mexico. I mean under anything.

Senator Suortripge. Or under our inherent power?

Senator JoNES of New Mexico. Under anything. I want to know
where we can collect this $60,000,000.

Mr. BonyNeE. 1 was undertaking to explain the methods pro-
vided for by the Versailles treaty, and thai under the Versailles
treaty ali reparation payments went to the Reparation Commission

Al
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and were distributed by the Reparation Commission, but we were
not parties to the Reparation Commission, and then if there is any
surplus—- -

enator JonNes of New Mexico. Well, now, that is a whole lot of
circumlocution, Mr. Bonynge. If you were employed by the United
States to collect this $60,000,000, where could you put your finger on
something to get the pay ¢ :

Mr. BonyNGe. Out of any surplus that was left.

Senator Jones of New Mexico. Surplus of what?

er. Bonynae. Of this property after the payment of the economic
claims.

Scnator Jones of New Mexico. That is just what I was trying to
get at exactly. ‘

Mr. BoNnyNgE. The first lien on the property in the possession of
the Alien Property Custodian is for the payment of the economic
claims of our nationals.

Senator Jones of New Mexico. So then after the payment of the
American nationals out of this property, why we can apg)ly any sur-

lus which there may be to the payment of this claim of the United

tates, is that right%' -t

Mr. BoxynoE. I beg your pardon, I missed that.

Senator Jones of New Mexico. So then after applying the property
in the hands of the Alien Property Custodian to the payment of
American nationals’ claims, if there is any surplus we have a right
under these agreements which we have had to apply the surplus
to the payment of this claim of the United States Government?

M, Bonynee. Yes, sir, I think that is trie

Senator JonEs of New Mexico. W. ell, i..at is just exactly what 1
was trying to get at.

The Cuairman. Now yon may proceed, Mr. Bonynge. _

Senator HarrisoN. Mr. Chairman, Mr. Green wanted to ask a
question.

The Cuairman. Yes, Congressman Green, you wanted to make a
statement. : :

Representative Green, Well, it has got so far past the point that
you were discussing at that time. I merely wanted to make a little
siatement of fact with reference to the property of the German
Government. It is believed that there is about $5,000,000 of property
in the hands of the Alien Property Custodian which either be ongs
" to the German Government or to the former reigning family of

Germany. And that amount is not to be turned over under the
provisions of the bill, but is to be withheld and applied towards the
claims of the mixed commission.

The Cuammman, Well, do I understand then that the estimates
siven in your report as to the amount of alien property on hand

oes not include that $5,000,000?

Representative Green. Well, I can not say just how that is
worded. Probably Mr. Alvord can answer that more accurately
than I could. '

Mr. Avrvorp. The situation of the $5,000,000 is this. If it is actu-
ally determined to be German preperty—and that determination has
not yet been made—if it is actually determined to be German prop-
erty there is an attachment against it under a decision of the Su-
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preme Court which will undoubtedly cover all of the $5,000.000. If
there is anything left the bill then provides that it will be liqui-
dated and paid into the special deposit account for distribution as
the bill provides. And the amount will be credited against Germany.

The Cuamyax. That does not answer my question. The state-
ment submitted to the House trom the Alien Property Custodian
is that there are so many millions of dollars of property on hand.
Now does that include this $5.000.000?

Mr. Arvorp. Yes, sir.

The Cuamuax. Well, then, if the Supreme Court decision says
that that property belongs to Germany, and we take the $5.000.000
and pay it upon our $60,000,000, then there will be $5.000,000 less
to pay here, or to be made np in some other way. of the property
that is held for our nationals. '

Mr. Avrvorp. In the report of the total aggregate property it in-
cludes the German property, but allowance would be made of the
g«lalrman property in the allowance that wonld be tuiten wnder the

ill,

Mr. Suraertanp. Mr. Chairman, my impression is that Mr. Alvord
is just a little mistaken. The judgments that were obtained have
been satisfied. I know of no judgments that are unsatisfied and
outstanding. There was transferred by agreement about $2.715.500
out of an unidentified account and placed to the credit of the Ger-
man Government. And that sum just happened exactly to meet
these judgments. seventeen in all. twelve of them obtained here in
the District of Columbia, and five in the Federal courts of Missouri.
So that that sum being transferred as an unidentified German Gov-
ernment account was wiped out entirely by these judgments.

The Cirameman. Well, were those judgments in favor of the Gov-
ernment or individuals?

. Mr. Surnerranp. Those' were on account of these dollar bonds
that were sold. Those were claims arising out of the sale to our
nationals of these dollar bonds. Now then we still have in seven
different trusts four million nine hundred and some odd thousand
dollars of unidentified money which may or may not be subsequently
or later identified as being the property of the German Government
or of the former reigning family of Germany. We carry those as
undisclosed enemy accounts,
. The CHARMAN, Well, the amount is included. in the total that you
report as having on hand.
r. SuraerLaND. Yes; that is all included as part of our fund on
hand. It is not separated in any way.

The Cuarman. Now, Mr. Bonynge.

Mr. BonyxaE. Some questions were asked about the Government
not pressing claims under subdivisions 5, 6. and 7 of the reparation
clause. Last evening T happened to notice a note made by Judee
Parker in one of his decisions referring to a debate that ocenrred in
the Senate when the Berlin treaty was before the Senate, that I
thought might be of interest to the members of the committee. This
is found on page 820 of the Consolidated Edition of Decisions and
Opinions of the Mixed Claims Commission, United States and
Germany: '

When the treaty of Berlin was before the Senate of the United States,
Senator Walsh of Montana moved to strike from it the provisions obligating

N
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Germany to reimburse the United States for pensions and separation allow-
ances paid by the latter. He said, inter alia (p. 6367, vol. 61, Congressional
Record), “at the conference of Versailles an insistent demand was made by
certain of the Allies to exact compensation of Germany for all damages
oceasioned by the war; and * * ¢ after the dcbate progressed before the
Versailles conference, the contention was tinally abandoned by every one of
them, and it was agreed that the compensation to be exacted of Germany should
be limited to the damage which was done to the civilian population * #* *
I challenged anyone to attempt to defend pensions and separation allowances
as damages done to the civilian population, and no one has attempted so to

defend them.” .
At this point Senator Shortridge, of California, asked Scnator Walsh in sub-

stance it he feared or thought that the United States. “ by whomsoever guided
or directed, will ever make " a demand on Germany for the payment of pen-
sions and separation allowances, in effect expressing the opinion that such a
contingency was so remote as to make of no consequence the objection of
Senator Walsh to the treaty as it stood. This opinion expressed by Senaior
Shortridge, which was not challenged and which, as appears from the debates,
expressed the view held by the Senate, was fully justified when the President
of the United States authorized the statement that he had no intention of
pressing against Germany or presenting to this commisston any claims falling
within paragraphs 5, 6, and 7 of Annex I to Section I of Part VIII of the
treaty of Versailles. (See exchange of notes between Chancellor Wirth and
Ambassador Houghton on August 10, 1922, printed in connection with the
agreement between the United States and Germany providing for the creation
of this commission, American Treaty Series, No. 6656.)

Now, I have not examined the Congressional Record. but there
may be something in the Congressional Record during that debate
that might be of interest to the members of the committee in refer-
ence to the position taken by the Government that they would not
press those particular claims,

Senator SHorTRIDGE. Senator Jones, that recalls to my mind the
discussion in the Senate when the treaty was under consideration.
And if I caught what you read, the point was whether our Goovern-
ment would make demand upon Germany on acconnt of any pen-
sions that we had paid or might through legislation agree to pay
and pay hereafter.

Mr. Bonyene. Yes.

Senator Snortrinee. That was the point, was it not. that was up?

My. Boxnyene. Yes, that was the point. Senator Walsh had offered
an amendment striking out that provision of the Berlin treaty.

Senator SHORTRIDGE. Yes. My recollection is we agreed as to that
proposition, Senator Walsh and I.

Mr. BonyeNE. Yes. Your statement was that the Government
never would undertake to make claim for those payments, and that
therefore it was unnecessary to strike it out from the treaty because
they never would be pressed anyway. ‘

Senator SuorTRIDGE. And in any demands which our Government
has made thus far no claim for pensions has been included ?

Mr, BonyeNE. No.

Senator JoNEs of New Mexico. I have made reference to those pro-
visions of the Versailles treaty, not for the purpose”of expressing
any opinion one way or the other as to whether such claims should be
waived or not. I merely intended to call attention to the fact that
such claims are within the provisions of the Versailles treaty and
that the State Department had assumed to ignore those provisions
on its own responsibility and without any expression from the Con-
gress. And the question was in my mind, and which I wish to get
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into the record, as to whether or not the State Department went
beyond its jurisdiction when it undertook to waive those claims; such
claims having been provided for in the Berlin treaty, whether the
State Department was justified in assuming any such responsibility.
And as I take it the remarks of the distinguished Senator from Cali-
fornia and the Senator from Montana on the floor of the Senate
could have amounted to nothing more than an expression of indi-
vidual opinion, and could not and did not bind the Government of
the United States. And if you will allow a parenthesis here, I think
I agree with the remarks made by the Senator from California and
tlre Seator from Montang, but that does not touch the question as to
the right of the State Department to waive any of such claims,

The Cuamyan. Well, Senator, the State Department did not waive
any right. The State Department went just this far, that they ex-

ressed themselves that they thought that the President had no
intention whatever of forcing those claims.

Mr. BoNyYNGE. Pressing them.

The CuammmaN. That 18 as far as the State Department went, It

‘did not waive the claims at all.

Senator JonNes of New Mexico. I understand that. DBut if you
take the notes, which are in this record, exchanged between the State
Department and the representatives of the German Government in
the creation of the Mixed Claims Commission, I think you will find
it perfectly clear that the exchange of notes really constitutes a
moral agreement between the parties ngt to present any such clains.

The Cuamryan. And T think that is the sentiment of the people
throughout the country. )

Senator JoNes of New Mexico. Well, that may be, but it does not
touch the point which I was trying to make.

The CuamrmaN, Well. but that is not a waiver,

Senator Jones of New Mexico. Well, if it is not a waiver to say
that you are not going to present a claim I would like to know what
you call it.

The Cuammmax. Well, it did not go that far. :

Senator SHowrriGe. Well, of course, that proceeds upon the
assumption that we did have a legitimate claim under the Treaty of
Versailles.

Senator Jongs of New Mexico. Well, I think it is admitted that
there is no question but that the Treaty of Versailles did include
such claims,

Senator SriorrrinGE. That character of cluims?

Senator Joxes of New Mexico.. Yes,

Senator HarrisoN. And other countries collected such claims.

Mr. BonyNGE. 1 do not know whether they did.

The Cuairmax. No; I do not know of one.

Senator McLean. I do not think so. ‘

Senator Joxes of New Mexico. Yes; but any of the claims that
they did think they had any chance to collect.

génator McLean. Well, they had other claims that would amount
to more than they could get. And of course that is the case with us.
‘We could not collect any such claim even if we presented it.

Mr. BonyNee. I understand that about one-third of the claims of
the other governments are for pensions. And they come under those
three clauses.

.
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The Cnairyan. We havé a complete table of what they con-
sisted of, ‘ o

Senator Jonks of New Mexico. Well, I would like to have tha
made clear here,

Senator McLEan. I would, too. :

Senator JoNes of New Mexico. As to whether or not our associates
in the war did make claim under sections 5, 6, and 7 of article 297 of
the Versailies treaty. ‘

Mr, Bonynae. There is no doubt they made the claim. You asked
me first whether they collected. I do not know whether they col-
lected, but they made the claim.

The Cuairman, In the original claim, before reducing the amount
to 132 billion gold marks, there were pensions mentioned in the
original claims of France, England, Belgium, Italy, Japan, Rumania,
Portugal, Greece, Brazil, Siam, Bolivia, Peru, Haiti, Cuba, ctc.

Senator Jongs of New Mexico. How much were the claims valued

at or made for when originally presented ¢

The Caamman, Well, for instance, the British Empire made a
claim for military pensions and compensation of the same nature of
1,706,800,000 pounds sterling. That was on the original estimate.

Senator Joxes of New Mexico. Well, now, T would like to put
in the record these other claims.

The Cuamman. Well, I can tell you some of them. The large
ones, because the others, outside of the British Empire, France,
Belgium, Italy, and Japan, are as follows: France, 60,045,696,000
francs: British Empire, 1,706,800,000 pounds sterling; Italy, 31,041,
000,000 francs; Belgium, 1,637,285,512 Ifrench francs; and Japan,
70,294,000 yen.

Those are the principal ones,

Senator Jonks of New Mexico. Now what part did they con-
stitute of the original claim of those Governments against Germany ¢

The Caamman, Well, for instance, with France—-

Senator JoNrs of New Mexico. Why not let us put that list into
the record here, .

The Cmamrman, Well, I can tell you the percentage in just a
minute. Approximately 30 per cent with France. With Britain
approximately 50 per cent. Italy is about 50 per cent. Belgium
approximately 5 per cent. And Japan nearly all of it. '

Senator McLraN. That was in the original claim?

The CuamrMAN. Yes, that was in the original claim.

Senator McLean, Now what did they finally come to?

The Cuamman. That of course 1 have not the list of.

Senator McLran. Well, were they still included in the final acree-
ment ¢

Mr, Puenix. May I explain?

Senator McLeaN. Yes.

Mr. Puenix. The gross estimates of the Allied Governments were
arbitrarily reduced to the lump sum figure of 132 billion gold marks.
There is no distribution as between categories of claims, so it is im-

ossible to trace a particular claim to a particular allowance by the

eparation Commission. :
enator McLean, Well, it was reduced to 132 billion gold marks?

Mr. Puenix. It was reduced to 132 billion gold marks, yes. -

4
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Senator McLean. I thought we were discussing that. I thought
this chart had that.

The CHairMAN. No, this is the orignial,

Senator McLEan. Those are the estimates submitted by each
country. :

The CuairMaN. Yes, the estimates submitted by each country.

Senator McLean., What does that total?

Mr. Puenix. There is no total. It involves a dozen different cur-
rencies and a dozen different exchange rates. It has been variously
computed, but it aggregated something over two hundred billion.

“The CHAIRMAN. Oh, yes, more than that. Two hundred and sixty
billion anyhow.

Senator McLEAN. Yes. So that as finally agreed to the total claim
would amount to a sum which would exclude any claim for pensions?

Mr. Puenix. No, there was no exclusion of the particular items.

Senator JoNEs of New Mexico. No, it would not do that, Senator.

‘England’s claim, for instance, was over 50 per cent for that reason.

enator McLEaN. Well, she did not get more than 50 per cent of
the original.

Senator JonNes of New Mexico. Oh, yes, they were reduced to
132,000,000,000 gold marks.

Senator McLeaN. Well. what was the total? Something over
200,000,000,000?

The CrHamrmAN, Two hundred and sixty billion. '

Senator Jones of New Mexico. Well, I think the statement 260,
000,000,000 is probably not accurate.

Senator MclLEaN. 1 would like to know whether this final settle-
ment still rested in these claims an expectation of getting certain
sums for their pension accounts, or whether when they came to a
ﬁlngl sgttlement it was based upon an exclusion of those pension
claims?

Senator Joxes of New Mexico. Well, £ think the statement has
been correctly made that there was never any designation of claims
which were excludgd. That they simpliy reduced the amount within
what they supposed to be the ability of Germany to pay.

Senator McLEan. I know.

Senator SuortrIpcE. Mr. Chairman, may I ask you a {Question?
Am I right in thinking that under the Dawes Plan the total amount
of reparations to be paid by Germany has never been fixed.

The Cuamrman. Well, no, not definitely fixed. That is true.
Because they do not know how long they will have to pay, or what
the interest may be.

Senator McLEeax. The witness was going to enlighten the com-
mittee as to the fate of our nationals who held securities in Germany
and whose claims were not presented to the Mixed Claims Com-
mission within the six months’ limitation.

Mr. Boxynee. Yes. Perhaps it would first be in order to explain
the liability of Germany for securities that were in Germany, and
the rules of the commission governing such liability. The bonds
that matured or coupons that matured during the war were debts
which were to come under the rules for valorization at 16 cents to
the mark regardless of whether they were in Germany or here.
They were debts. Now, those that did not mature by their terms,
and most of the German bonds did not mature because they have
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a system of issuing bonds with no definite period of maturity, but
. subject to call by the government, drawing by lot, etc., and they did
not draw by lof during the war, so that practically none of their
bonds matured during the war. )

Those that were not debts, if the bonds were in Germany during
the time that the exceptional war measures in Germany were in
effect, that was from N%vember 10, 1917, to January 10, I think it
was 1920, were then held to be subjected to Germany’s exceptional
war measuves. We established that the exceptional war measures
applied to those bonds by proving that they were in Germany during
that time. This fact alone did not entitle a claimant to an award
for damages as the result of the exceptional war measure. The
American national had to establish in addition to that fact that
damages resulted to him by reason of the application of the excep-
tional war measures to his securities, The exceptional war measure
that affected the bonds was the provision of the German decree
which prohibited the exportation of the bond from Germany or
securities or money from Germany.

Senator McLrax. They were substantially sequestered. They

could not be realized upon.

Mr. Boxy~xae. They were prohibited from taking them out of
(Germany.

Senator McLraN. Yes.

Mr. Boxy~Ner. And that was the exceptional war measure. Now
if an_American national had had his bonds in Germany for a long
time before we entered the war there would not have been any pre-
sumption that he would have taken them out even though the excep-
tional war measure had not been applied to them. The Anglo-Ger-
man Mixed Arbitral Tribunal has l;eld that in cases of this kind it
was necessary to establish some overt act on the part of the English
national to take his bonds out of Germany for the purpose of sale or
exchange in order to establish that the exceptional war measure had
caused the damage.

The rules established by our commission were a little more liberal
in that respect. Our rules provided that if the bonds were in Ger-
many that was enongh to prove that they were subjected to the excep-
tional war measure, and then if the claimant was able to establish by
evidence such facts as would warrant the commission in drawing the
reasonable conclusion from the evidence that he would have with-
drawn his bonds from Germany for sale or exchange save for the
exceptional war measure, then he would be entitled to recover the
damages that resulted to him by reasen of the application of the
exceptional war measure. Those damages would be the difference
between the value of the securities at the time the exceptional war
measure applied to the bonds and the value at the time the excep-
tional war measure ceased to be applicable to the securities. The
difference between those two values would be the amount of his
damage.

Senator McLeax. Well that rule applies to the claimants who
filed their claims within the six months with the commission?

Mr. BoNyGNE. Yes. :

Senator McLrax. Now I want to get at the claimant who filed
his claim, we will say, with the Alien Property Custodian but did
uot file his claim with the commission.

R T
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Mr. BonyoNE. That filed the claim with the Alien Pro&)ert.y Cus-
todian? In most of the cases where the claim was filed with the
Alien Property Custodian but had not been filed with the commis.
sion before April 9, 1623, were before the commission. .

Senator McLEeaN. Well, perhaps I had better read this resolution
that was introduced by Senator Copeland. I promised to bring it
to the attention of the committee, and it is possible that if I read
it you may understand better than I have suggested the question,
This is the amendment :

(u) It shall be the duty of the arbiter to hear, determine, and adjudicate
octtain claims, described in this subdivision (u), of American citizens, filed
prior to the passage of this act before the Secretary of State or the Alien Prop:
erty Custodian of the United States, against the Government of Germarny, or iis
nationals, The Secretary of State and the Alien DProperty Custodian shall
refer to the arbiter all such claims filed before them by American citizens
aga’'nst Germany or its nationals, )

(1) Where the arbiter finds that such claims of American citizens against
the German Government, or its nationals, so filed with him, were based upon
debts of the German Government, or its nationals, payable in mark curreney,
owing but not due, or due and not paid, and owned by American citizens
prior to October 6, 1917, and that the evidences of such indebtedness were sub-
jected to the German Government’s war orders of “ Measures of economic
retalintion against the United States,” he =hall render decisions in favor of
such citizens upon the basis of 1 mark equals 16 cents in United States cur-
rency, and his findings shall bear interest at the rate of § per centum per
annum, from the date upon which Germany's ** Measures of economie rotalintion
against the United States,” were revoked, namely, January 10, 1920, Such
<eelsions of the arbiter in favor of American citizens shall be against the Gov-
croment of Germany, and shall have the same force and cffect as awards made
by the Mixed Claims Commission, and shall be treated and paid in like manner
as is provided for awards by such commission in this act, and paid out of the
funds provided for in section 5§ thereof: Provided. That the recovery of any
debt under this xecticn shall be barred if the claimant has signed a waiver
thereof before the Mixed Claims Commission,

Mr. Boxy~ce. I think. Senator, vou will readily sce that the pur-
pose of that amendment is in eflect to change the treaty. Ger-
many under the treaty was liable for the debts that matured during
the war, not for the debts that were owing during the war and did
not mature. ) .

The CuamraaN, Or created during the war,

Mr. BonyNGE. Yes. or according to the proposed amendment cre-
ated during the war. This amendment is to provide fer these war
bonds that were issued by Germany and that did not mature during
the period of belligerancy and are still owing. It proposes that they
shall be valorized at the rate of 16 cents, which is an additional pro-
vision to what the treaty provides. It is attempting to hold the prop-
erty for something that the treaty does not authorize the property
to be held.

Senator McLean. Well, what do you say as to the justice of such
claims?

Mr. Boxy~nae. T have no sympathy at all with claims of that
character. People who speculated in German bonds, and especially
the war bonds, knew that they were taking the risk.

The CuamrmaN. Does not that amendment go farther than the
bonds? I think it takes in indebtedness with German marks.

Mr. BoNynGE. Yes, think it does.

Senator Harrison. What he is trying to get at is bonds.

.
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Mr. BoxyneE. Yes. d

The Cuaryay. One of my dear friends speculated in German
marks, bought millions and millions, g

Mr. BoNYNGE. Yes; and they want them all valorized at 16 ceuts.

The CHairmaN. They want them valorized at 16 cents, and they
bought some of them for about 3 or 4 cents. :

Mr. BonyNGE. Less than that.

Senator McLEan. I have had so many communications from my
constituents, insisting that these claims are just and should be recog-
nized, that I would like your view, and I promised Senator Copeland
that I would bring his resolution to the attention of the committee.

Senator Jonrs of New Mexico. I think it is quite right that the
committee should consider it.

Senator McLEeaN. Yes.

Senator Jones of New Mexico. Now, what I would like to ask in
that same connection is whether or not there are any claims barred
by the six months limitation which would come within the jurisdic-
tion of the Mixed Claims Commission ¢

Senator McLEAN, Yes; that is the next question.

The CuairMaN. Yes.

Mr. BoNyNGE. Yes; there are some.

Senator SmortRIDGE. What was the date of the expiration of the
six months period?

Mr. Bonynge. April 9, 1928,

Senator Gerry. 1 would like to ask the witness a question there,
too. What was the notice given? How was notice given as to the
termination of the six months period ?

Mr. BoNynNge. Through the press.

Senator Gerry. Was there any Yublicatiou in the press?

Mr. BonynGe. Yes; several publications by the State Department
in the press.

Sem;tor Gerry. Well, how was it published? Was it advertise-
ments

Mr. Bony~NGe. Noj not by advertisements. Just press notices.

Senator Gerry. Just in news items? -

Mr. BoNyNGE. Press notices.
 Senator Gerry. Well, then, it would be very easy for claimants

not to know it,

Mr. Boxyxce. Well, in addition to that, long before the commis-
sion was appointed many thousands of claims had been filed with
the State Department. People generally understand that if they
have a claim against a foregin government the State Department
is the department that looks after such claims, and they filed those
claims with the State Department. In adition to that the State
Department had endeavored to ascertain long before the commis-
sion was appointed any American nationals who had property in
any of the foreign countries during the war, and they had a long
list of such people. All of those people were advised to file their
claims by personal letters from the agency. Any communication
that the State Department had from any national in reference to
& possible: claim against Germany was turned over by the State
Department to the American Agency upon the organization of the
commission. And every one of those people were communicated

Sl T N
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with and advised to file their claims. A And that the ntice was quite
effective, that they generally understood that the claims had to be
filed within that time I think is perhaps demonstrated by the fact
that 12,416 claims were actually filed before April 9, 1923.

Senator Gerry. Well, of course, all the big claims and all the
claims of large, active business interests would naturally be filed be-
cause those claims would be carefully watched by competent attor-
neys, and they would know what was going on in the State Depart-
ment. But I can well see how a perfectly just claim can have been
held out by ignorance on the part of the holder of the claim. And
the State Department did not, as far as I know, publish any adver-

tisement. I did not see any.
Mr. BonyNgE. Oh, they did not publish any advertisement. They

published press notices.

Senator Gerry. And I am questioning whether they were suffi-
ciently diligent in the notice they gave within the six months’ period.

Senator McLzaN. I suppose there were people who did not file
their claims and yet whose claims matured during the war. There
wouéld be a case where you would think that some provision should be
made.

Mr. BonynGe. Well, I do not know as I would think that some
provision should be made. The question would be whether the
claim was barred by reason of that limitation. I made an examina-
tion of the claims last Axril2 I think it was, that were filed .with the
State Department since April 9, 1923. At that time there was some
discussion as to whether it would be advisable to ask Germany to
modify that agreement and extend the time for filing claims; and,
as the German Governmnent would have to consent to it, I asked the
German agent to go with me to the State Department, and go o.er
the claims that were there that had been filed; and, as the result
of that, I wrote a letter to the State Department; and I think by
reading that letter, which is not very long, I can state more clearly
and concisely what I found to be the situation. This letter was

dated March 4, 1926. [Reading:]

The SECRETARY OF STATE,

Sir: I have the honor to report that the agency is daily in receipt of applica.
tion to file claims against the Government of Germany. My attention has been
caled to the faet that since April 9, 1923, about 2,000 claims have been filed
with the Department of State,

This was on March 4, 1926. There have been quite a number filed

since that time.

The question naturally arises as to what, if any, disposition should be made
of these late claims. In order to be in a position to make a recommendation
in connection therewith, I have personally, with the assistance of the German
agent, examined all the papers filed in support of these claims, and have made
an estimate of the muximum amount that would be allowable on such claims
under the decisions of the Mixed Claims Commission, United States and Ger-
many. In making this estimate no consideration has been given to possible
defenses that Germany might interpose to many of the claims, nor to the
probable inability of many of the claimants to furnish evidence either of their
American nationality or of fact sufficient to warrant the entry of an award.
The estimate us to the amount involved is taken on the statements of the
(s:a:mants and a consideraion of the rules and decisions applicable to such
claims.

I am inclosing a copy of the estimate thus made, showing the maximum
amount allowable on c¢laims now on file to be the sum of approximately

.
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$3,7¢0,000. This 1s, in my opinion, an extremely iiberal estimate. In all
probability the total amount that would be finally allowed after thorough
exaraination of the claims would not much, if any, exceed 5O per ccut of the
estinate thus made.

11, will be noticed that the claims have been divided into different categories,
An examination of these claims discloses that over 90 per cent of them are not
cla'ms for strictly war damages due to hostilities or operations of war, but are
for depreciation in value of securities, bank deposits, private debts, the interests
of American ecitizens in German estates, or are based on German war bonds,
and many of which are entirely of a speculative nature.

As you are aware, the time for filing claims and giving notice to the Mixed
Caims Commission, United States and Germany, and to the German agent, of
the claims to be filed and the amount involved was by an exchange of notes
between the two Governments prior to the exccution of the agreement of August
10, 1922, fixed at six months afier the first meeting of the commission, and that
time expired on April 9, 1923. The Department of State gave wide publicity
o the fact that claims would have to be filed within the time limited or that
they could not be considered by the commission. The fact that 12,416 indi-
vidual claims were filed within said time, involving practically $1,500,000,000,
demonstrates that the publicity was effective.

As I understand, the principnl rcasons for the comparatively short time al-
lowed for the filing of claims was that four years had already elapsed since
the armistice, many clafms had been flled or notice thereof given to the De-
partment of State, and undoubtedly both Governments recognized the supreme
jmaportance, for economic and political reasons, of having the total amount of
Germany's lability for war losses to the United States determined at the
earliest practicable date,

The commission and the agencies of both Governments, appreciating these
considerations, have been diligently cndeavoring to bring their labors to an
early conclusion, with the result that, in less than three years from the expira-
tion of the time limited for filing the claims, over 90 per cent of the work has
been finished. This result has been accomplished notwithstanding the fact that
the American agency has experienced great difficuity in a large number of
cases in obtaining within a reasonable time, from the claimants whose claims
were notified within the tinie limited, the necessary evidence in support of thelr
claims to enable the agency to present them to the commission for adjudication.

The German Government entered into the agreement of August 10, 1922, with
the understanding that the claims should be filed and notice thereof given to
the Gerlxgan agent within the time limited, and the rules of the commission also
§o provide.

Whatever limit of time may be established for the filing of claims, there
always will be some meritorious claims that will not be filed within such limi-
tation. Every limitation of time on account of action or claims works a hard-
ship in some individual cases. After ell, the main consideration, it seems to me,
in considering the problem now presen{ed is whether the advantages to be
gained by extending the time would offset the disadvantages. Unquestionably,
there are some meritorious claims, as there always will be, for which compensa-
tion can not be awarded. DBut the holders of such claims may fairly be charged
with laches in not presenting their ciaims in time to avail themselves of the
opportunity afforded them by the Government of the United States to have
.their claims established and adjudicated by the ageney maintained for their
benefit at Government expense.

If the time limit should now be extended, I am convinced. in view of the
large number of claims now being deily filed. that many thousand additional
claims, many of them of doubtful validity, would be fited, necessitating an ex-
amination of them by the agency and their adjudication by the commission
or some other organization to be established for that purpose, all of which would
involve a large additional expenditure of money on the part of the United States
and might possibly delay the final payment of the claims that were filed within

“the time limited to the great injury of the claimants who were diligent in
the presentation and prosecution of their claims.

In order to obtain the necessary evidence to support many of the claims
that have resulted in awards, it was found necessary to have a representative
of the Ameriean agency in Germany for a conslderable period of time. This
was particularly tiue in reference to ostate claims in which American citizens
elaiming interests in German estates had little or no knowledge of the value
of the estates, their condition or their interests thervein. If the late claims are
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pow to be considered, it will probably necessitate again sending a representa-
tive to Germany to collect the necessary evidence to establish the validity of
the claims. It would doubtless take from one year to two years additional
ttme to dispose of the late claims.

And I think that is a short period, because so many more have
since been filed. »

Moreover, my examination of the claims filed convinces me that the great
majority of them have been filed as the result of solicitation on the part of
attorneys who have been efrcularizing posstble claimants throughout the
United States.

After careful consideration of all these matters, it is my opinion, and I so
recommend, that it would be inadvisable for the Government of the United

_ States to undertake to have a modification of the agreement heretofore made

with Germany under which an extension of time would be granted for the
filing of claims. or to attempt to make any provision for the settlement and
adjudication of claims that were not presented within the time limited by the
agreement with Germany and the rules of the commission.
I have the honor to be, sir, your obedient servant,
Ropirt W, BoNYNGE, Agent.

Now, let me say, gentlemen, that there has been a regular propa-
ganda by several attorneys trying to collect all sorts of war bond
claims and claims by people who purchased marks on the street
corners of the cities, and have filed those claims with the State
Department. In many instances they have collected fees from those
people. Those claims could not possibly be allowed. even if the
time were to be extended, and the great majority of those claims are
of that character. There are a few meritorious claims there, unfor-
tunately. '

Senator McLeax, The Alien Property Custodian is here, and 1
would like to ask him a question. Do you know whether your office
issued any notices or advertised in any way to these claimants?
Whether there was any effort made on the part of your office to
interview claimants duving the four years t%mt elapsed after the
war and before this six months limitation was created?

My, SuraerLanp. That was, Mr, Chairman, before my incumbency
of the office, and I will make an investigation and advise the com-
mittee at the session to-morrow whether there was.

"~ The CuamrmaN. Was noi. the State Department the proper depart-
ment to do it?

Senator Gerry. Well, :lid the State Department do it? What did
it do? I did not see it.

Mr. SurnerLaNp. Dur office may have possibly supplemented that,
I will find out.

The Cuamryay. & will ask Secretary Kellogg to send over what
information he has in relation to it.

" Senator Gerry. That is it,

Senator Jonrs of New Mexico. That request has ‘already been
made and is in the record here. We have asked the State Department
to furnish us with any notices or proclainations which were made
regarding it. :

he Cramrsan. Yes; and that will be s¢t to the committee.

Senator Jones of New Mexico. Yes. lsut I would like to ask
Senator Sutherland whether or not any claims against Germany have
been filed with the Alieni Property Custodian?

Mr. SurHerLAND. We constantly receive letters from claimants.

similar to those described by Mr. Bonynxe here. Most of them are

~
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from those holding bonds or marks who purchased speculative marks
or bonds and now want them made good. And of course we refer
them to the State Department or advise them about the impracti-
cability of securing relief in such cases. There are a few of them,
however, I will say, who simply by reason of failure to file perfectly
legitimate claims before the time .limit set are now barred, who
failed to make their claims within the six months’ period, and yet
who otherwise come within the terms of the treaty.

. S.ex;ator McLiax. Would be legitimate if they had filed within the
munt’

Mr. SurHERLAND. Would be perfectly legitimate if they had filed
within the limit, and who assert that they had no knowledge of the
six months’ limit. :

Senator Jonzes of New Mexico. Could you approximate the amount
of those claims?

Mr. Surnerraxp. I could not in amount. No doubt a’great many
of them have since that time been filed with the State Department
and are probably included in the figures given by Mr. Bonynge in
their investigation, because they have all been referred to the State
Department. So probably he has included most of those claims.

Mr, BoxyNGE. 1 have, yes.

Senator Joxes of New Mexico. Then as I understand it so far
as we now know those claims may amount to somewhere between
three or four millions of dollars?

The Cramrvax. The total of them,

Senator Joxks of New Mexico. The total of them.

The Cirairmaxn. Yes.

Mr. BoNynee But not those that might be allowed.

The CiuramyaN, Those that might be allowed are a very small
percentage of that amount.

Mr. Boxyxce. I think those that might be allowed are a very
small percentage of that amount.

. Senator Joxes of New Mexico. Well, I did not understand the
witness then a while ago when he read from his letter. I under-
stood his letter to state that the claims filed embracing items which
would have been cognizable by the Mixed Claims Commission
amounted to about $3,700,000. '

Mr. Boxyzae, Yes, and then there wax another statement imme-

diately following that.

Senator JoNes of New Mexico. And then you meade a statement
latev on that those claims might be reduced 1n amount as much as
50 per cent.

Mr. Boxy~Ge, Here is what the letter says:

I am inclosing a copy of the estimate thus made, showing the maximum
amcunt allowable on claims now on file to be the sum of approximately

$3.750.000.
. A A . .
Senator Jones of New Mexico. Yes; that is what I understood.
Mr. BonyxGE (continv ng reading) :
This is, in my opinfon. .p extremely liberal estimate. In all probability

the total amount that woulg,iw finnlly allowed after thorough examination of
the claims would not much, if any, exceed 50 per cent of the estimate thus

made, .
Senator Joxes of New Mexico. That is just my understanding
exactly. So we have got ctaims which we know to amount to about
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$8,700,000, consisting of items which would come within the juris-
diction of the Mixed Claims Commission, and probably half of it
would be meritorious.

The Crrairaax. That is as I understood it. .

Senator Georee. Well now, right there, Mr. Chairman, I have here
a letter from one of the holders of certain of these bonds in which
he makes these statements:

These sccurities were in Germany and were acquired before the war, rep-
resenting a value in excess of $67,000.000 according to Senate Document Ne.
416, Sixty-sixth Congress, third session, pages 8 and 9.

° He is now referring to the total bonds, of course, not his particular
claim,

- I understand that the amount of awards made by the Miyed Claims Com-
mission upun the principal of bonds which were sequestered by th2 German
Government {uuouuts to less than $100.000, '

Is that true? :

Mrv. BoxNyxNGe. No, that can not be true. I ecan not give you the
amount offhand, but that can noi be true. That can not he true.

Senator McLeax, Well, does your letter state when these bonds
ma(ure?

Senator Georce. This particular claimant, IEmil Kersten. who
wax formerly a German national and is now an American citizen,
and lives in my State, merely states that his bonds were purchased
prior to the war. :

Mr. Boxy~ge, Were they in the United States?

Senator Grorae. No: they were in Germany. and were left there
for the purpose of proper and prompt presentation,

The Crairmax, But he does not say whether they fell due during
the war period or not?

Senator Grorce. No, he does not say that. He sayvs they were
purchased prior to the war.

The Ciramemax, That would determine the question.

Senator Groree. Mr. Chairman, I wish to put in the record at
this point this letter, because it is a very comprehensive letter, and
quotes—but I do not understake to say accurately-—not only from

enate documents but from declarations made by Senators at the
time of the consideration of the Versailles treaty. including a quo-
tation from the present Secretary of State, and also a quotation
from Senator Lodge. I would like to put this letter in the record.
and I would also like to put in a letter from another former German
national, now an American citizen residing in my State—Mr.
Hochstein, who now resides at Albany, Ga., which is to the same
general effect, because they state what appear to be faets, and if
thev be facts upon an examination they ought to be taken into con-
sideration by the Senate.

The Crairman, Was he a German national at the time of the
war?

Senator Groree, No: a former German national. A citizen of the
United States at the time of the war.

(The two letters from Emil Kersten and Max Hochstein addressed
to Senator George are here printed in the record in full, as follows:)
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CoruMmBus, Ga., January 5. 1926.

Hon. WarTer F. GEORGE,
Senate Office Buitding, Washington, D, C,

My DeaAR SeNaTor Georee: I am in receipt of your letter of December 9 in
the matter of my cluim against the Government of Germany for which I
thank you.

I have filed a claim for my losses which is in duplicate form, one having
been filed with the Department of State and the other with the Alien Property
Custodian, My cluim i bused upon the sequestration of my sccurities by the
Germin Government.

As my cuse is {ypical of the thousands referred to in the inclosed statement
made by my hankers, Zianpuermann & Porshay, I am sending you sueh state-
ment as it expluins how Germany tied up my bonds during the war period.
I bought my bonds before the outbreak of the war through Zimmermam &
Forshay and their stateweni completely covers the faets in my case,

I would like to cull to your atrention the great injustice that has heen done
thousands of our citizens which would not have occurred had Semitor Under-
wood's plan been adopted by the Senate several years ago, which pirovided
for the creation of a commission to adjudicaie the cluims of American citizens
against Germony., I know of a great many former nationals of Germuny now
living in Georgia who are similarly situated as myselt,

During the Sixty-seventhh Congress, second session, Senator Underwood in-
troduced N, 35852, a bill to amend an aet entitled “An aet to define, regulate,
and punish trading with the enemy, and for other purposes” On July 27,
1922, the Commitice on Judiciary held hearvings, and on page 12 thercof. the
following appears:

*Nenator CvsMiNs, Wit would yon do with the ecase of a claim of an
Anmeriean ecitizen agninst Germany for seizure in Germany of the individual
property of the American citizen? Now, I am told that Germ:ny offers to pay
back—-offors to puy Awerican citizeds their claims,  But they seized the
property when the mark wis worth, we will say, 20 cents, and they want to
pay it back in & mark that is not worth 1 cent. Would the failure on the
part of the German Government to mike honest returus for the property so
seized he a clim agninst the German Government that we could try in an
American court?

“Mvr. PALMER, Yes, xiv: it i expressly *nominated in the hond,”

*Nenator CoaMIns,. What is o that?”

My, Papsmer. 1 say it is expressly so *nominated in the bowd,” L i< a
the treaty just that way., Germany agreed not merely to pay the claiin of
the Anterican citizen whose property wasx taken by Germany under a law
similav to ours, but Germany agreed to restore the property. and *restore’
means to put the Anmerican citizen back in the position he waxs i when CGormany
took the property.”

Hon, A, M tehell Palmer's test:mouy approved of Senator Upderwood’s hill
and gave all of its provisions very serious consideration,  1i wax his judament
that American owners of honds which were segquescered by Germuany would
huve recovered their losses,

One of the largest single categories of danmges filed by American citizens
agains{ Germany as a conseguence of the war covered American-owned se-
curities which the Germith Government preveuted American citizetis from
either disposing of or colleeting what was owed to them. These securities were
in Germany and were acguired before the war, representing o value i excess
of $67.000.000), according to Senate Doctient No. 419, Sixty-sixth Congress,
third session. pages 8 and 9. 1 undorstamd that the amount of awards made
by the Mixed Claims Comnission upon the prineipal bonds which were se-
questered by the Germmn Government amowits to less than 8100400,

The Senate should know the total amount of awards made by the Mixed
Clnims Commission upon the princ.pal of bonds for which claims were filed
by our people, and you undoubtedly will be amazed at the xmall amovnt.
When you consider that the proceeds of the bonds have been used by Gerigan
debtors to increase their propsrty holdings, the roplacement value of which
Is far greater to-day compared to the time when the bonds were =old hefore
the war. you will appreciate the groat profit the German debtors will make
at our expense by reason of the Gern:an Government's war regulations,

s
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As an example, we take the case of A, o German national, who issued Londs
bayable in marks and sold them in 1910 to 13, a#n American citizen residing in
the United States,  The proceeds of the bonds were uxed by A to increase his
property holdings in the United States. B left his bonds upon deposit with a
bank in Germany so that the coupons could be presented to the main office of
the debtor, M. On August 9, 1017, the German Government sequestered DB's
honds. Later when our trading with the enemy act was passed, the custodian
seized A's property in the United States. A’s property was partially created
out of proceeds of the honds sold to B. Nuw, under the provisions of the hill
which passed the Houxe, BB can not recover the debt gwing to him by A and
the result is that A will get his property returned to him and make a hand-
some profit at II's expense because the marks in which the debt was owing
have beeome worthless,

However. before marks became worthless, B was prevented from realizing
upon his bonds because of the Germany's war orders, which tied up the honds
in such a way that B could not dispose of them when marks were of value.

These American creditors of German debtors shonld have thefr rights and
remedies protected in the fullest measure by our Senate. ‘1'o permit German
debtors to borrow money from our nationals and have the evidence of such
indebtedness sequestered by the German Government without holding the Gove-
ernment of Germany liable woulld certainly be most inconsistent with our poliey
of the inviolability of private property, especially as we are going to compensite
German nationals for ships, radio statfons, and patents according to the value
at the time we took them over,

I can not concelve of our Senate adopting so liberal a policy with reference
to our late enemies and cast aside the appeals of our own citizens for the
application of the same policy to their own cases,

Mv. Mills, whoe sponsored the bill in the House of Representatives, said that
an American citizen could recover 16 cents upon these securities in the event
that it could he proven that the claimant was unable to remove his bonds
because of the war regulations of the German Government. I want you to
Know that this is not so, because that fact has been proven that Germany’s
war orders of * Measures of economic retaliation against the United States”
prohibited Ameriean citizens from either removing their bonds or selling them.
#nd is born out by the report of the Ways and Means Committee on page 7, and
I now guote from its report:

CLAIMS OF AMERICAN NATIONALS

* During the wir the German Government seized and sequestered property
of American citizens in Germany, Moreover, even prior to our formal en-
trance into the war, war regulations ol the German Government made it im-
possible tor our eitizens to withdraw much of their property from Germany,
more specifically bank deposits and securitios,”

The Mixed Claims Commission ereitted by an Executive agreement, not
approved by the Senate, containing an unreaxonable lmitation of time in which
to file vlaims which was set forth at six months, has frozen out every Ameri-
can ownher of bonds which were sequestered by the German Govermnet.  You
will hear a great deal about the difference between: tweedledum and tweedl-
dee from the commission as to how this happened, but I believe the matter
should be fully investigated by your committee. However, this agreement was
ratified by the German Rejchstag in 1022,

Please bear in mind that Germany did not actually sefze much American
property. It accomplished that purpose in another wiy by enncting war
legislation which prohibited American citizens from disposing of their securt-
ties in Germany which was an indirect method of sequestration,

sSenator Copeland has  introduced an amendment to the alien property
bill which has been referred to the Committee on Finance, This amendment
provides that the Government of Germiny shall be linble for the sequestration
of American-owned securities which came under the control of the German
Jovermment during the war period.

As the foreign policles of our Government are to f large extent defined by
our Senate as evidenced by our treaties with foreigmt governments, I do not
bhelieve it was the intention of the United States Sennte when it ratiftod the
treaty of Berlin to permit the Government of Germany to sequester American-
owned securities and profit thereby at our expense.
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Kenator Lodge made a brief statement in the Senate, September 24, 1921,
regarding the treaty of peace which President Harding had negotiated with
Germany in which he said:

It was necessary in making this treaty to make it in such a way that
it would conform to the resolution passed by the Congress, and that was a
a work of no little difticulty. The resolution wis general in iix terms, elabor.
ate in regard to the protection of clnims of citizens of the United Siates, and
stated broadly that we should insist on reserving all riglhs and advantages
that came under the treaty of Versailles, whatever they might be,

*We are not limited by the Versailles treaty as to the character of claims
for damages; we can make any elitims we like™

Senator Kellogg in discussing the treity of peace in the Senate. September 28,
1921, said:

« Another provision of the treaty for peace for our benefit as well ax the
benefit of the other allied powers is the settlement of debts owing from Ger-
man nitionals to American nationals.”

Respectfully yours,
(Signed) EMMiL IKERSTEN,
Cor.uMmIA GA., 645 Broad Strect,

Lanerty THEATER,
Albany, Ga., January S, 1927,
Senator W, F. GEORGE,
Nenate Office Building, Washington, D, C.

~

My Drar Seyvaror: Receipt is acknowledged of your letter of the 28th

ultime, for which I thank you.

The alien property bitl, unless amended, permits a flagrant disregard of
the rights of American citizens in the matter of the recovery of thelr losses
oceurring by reason of the German Government's measures of war legistation
termed sequestration, which covered American-owned honds located in Ger-
muny during the war period,

[ sustgined a substantial loss through the act of the Government of
Germany in sequestrating my  securities duving  the war period. 1 have
tited a claim agminst the Government of Germany, and it ix pow pending
hefore the Department of State. Through the arbitravy action of some of
the oflicials they are ind.sposed to take any action in my behalt hecatise of
a certain time limit which wasx fixed by an aleged agreement without the
approvitl of the United Sta. s Sebate. Fhe tme limit is six months and s
cortainly an unreasouably short spucee o time in whieh American  citizens
are given an opportunity of presenting their claims agrinst Germany,  No
such agreement was ever entered into restricting German sabjocts from tiling
cluims with the Alen DProperty Custodian, 1 submit that 1 have heen dis-
criminated against by my own Government,

It has come to my attention thet it has been stated during® the course of
the debate on the tloor of the House of Representatives in the passage of
the alicn property bill that if an Ameriean citizen was unable to dispose of
hix securitios i Germany because of the act of the German Goversment
that such citizen can recover his Josses,

Sneh a statement does not conform with the actual faet in the prosecution
of a0 eluim by an Ameriean citizen under our treaty with Germany because
our experience discloses that in the prosecution of the above claim I have
proven that Germany's war legislation in effect against securities owned by
our people absolutely precluded me from disposing of them.

The Semtte of the United States should very carefully examine the question
of the rights of American citizens with respect to just how far Germany
went in dispossessing our people of their securities during the war period
and preventing them from doing anything with their securities until after
tlie war was over when the currency in which they were payable had de-
mrecinted to the point where it was only worth a few cents.

If we were to compensate Germans for the property we took over on the
basis of the value in marks as indicated in the owner's books in Germany
at the time we seized their property and now tender such owner the mark
curreney he certainly would positively decline to accept it because such cur
veney is worthless, That being the caxe it's ditlicult to reconcile the desire
of German debtors to pay their American ereditors for loans received before
the outbreak of the war b ihe snme worthless currency.
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Thexe lugns wore converted by the horrower to his own enrichment at the
expense of the creditor, To permit the debtor to impose upon the ereditor
the receipt of worthless paper in payment would be to permit an abrogation
of the comtract on which the loan wax founded, amd to protir by reason of
Germanys retalintion against the United States would amount ro & monstrous
wrong.  Before the German custodian returhed seenrvities to the American
owners after the signing of the armistice, I undersiand that through the
alleged complicity of the officials of the German Government, hundveds of
millions of mark currency was circuiated in 1919 and was s made to appear
that such crrencey had been issued by the Government of Germany in 1910.

The printing of such bogus and counterteit cuarrency impaired the vested
property rights of Ameciean citizens because it vesulted in making worthless
their securitiex payable in mark currency. This occurrved while Amevican-
owned honds were tied up by Germany's war legislation,

The German allen property custodian’s oflice in Germany functioned in a
way familinr to our custodian in the United States, The securities owned by
American citizins came under the control of the German eustodiar  who
absolutely prevented the removal from Germany of the property when it was
of value. and furthermore enforced the laws of Germaay denying payment of
debts owing to American nationals. When the Government of Germany ook
contrel over the property, mark currency possessed a gold vatue of approxi-
mately 14 cents per mark, and when the German enstodian returned the
propeity the mark was valued at practically nothing, becanse of the manner
in which Germany had administered its finances in the prosecution of the war,

At the time the bonds were Iblll’(’ll.l\(‘(]. repayment of the loan was protected
according to lm' Iaws of Germany in that the marks were couvertible into gold
on 4 basis of 23.8 cents to the mark. However, Germany suspended the, law
covering the (-om'oruhility of its paper currency,

Alphonse Rivier, an authority on international law, maintains diplomatic in-
tervention to enforce payment of public debts of a nation which administers
its finunce badly and hetrays the confldence of individuals placed in it when
they subxcribe to loans and says:

*The fortunes of individuals, «ubjurts of the state, forms an clement of the
riches und prosperity of the state itself, 1t has an interest in the maintenunce
and increase of that fortune, If it is compromised by the a«t of a foreign
state which administers its finances badly, which betrays the confidence of
individuals placed in it when they subscribed to loans on cenditions that are
not observed. and which violates its engigements in vegard to them, the Srate
to which the injured individuals belong is evidently authorized to take their
interext in haund in any manner which it shall seem suitable; it may proceed
eithier by diplomaey or by reprisals. It may see to it, perchance. according
to the civeumstances, that their subjects arve better treated than those of other
states, or other than those of the insolven stute,” (Principes due droit des gens,
Pavis, 1886, 1, 272,)

Martens has*stated, as a general proposition of interuationsl law, that diplo-
matie interposition was justitied, ir—

“The debtor Sitte adopts measures of domestie flnanee so traudulent and
infgu tous, so evidehtiy vepugnant to the first principies of justice, with so
manifest an intention of defeating the elnims of its ereditors,

“When # State has reconrse to violent finaneiai opérations o do away with
inherent oblizations to satisty its ‘ndebtedness, the violation ot property rights
which rvesults ix suflicient to authorize other nuti(ms to take up in this respeet
the  ciuse of tlw;r suhjocts uml cmplay  for their profection cvery meins
authorized by the law of nations.”

Vattel, the noted internot onal anthority, has statod in his treatise:

 Loans made ior the services of @ State, debes ereated in the administration
of the public affairs, are contracts of strict vight, obligatory upon the Siate
and the entire people, Nothing ean dispense with the paymoent ot such debts,
since they were contvacted by a legitimate power, the v ghr of the creditor is
sacred.  Whether the moeney borrowed has turned out for the profit of the
Ntute, or whether it has been dissipated in follies, is not the sfair of the one
who leads, e hax confided his property te the nation: it is bound to restore.”

I cian pot concecive of our Government pernntting German debtors to escape
complete NHab lity upon theiv bonded indebtedness owing to American cltizens
thereby causityz our own people to lose their entire investments made before
the war.  Surely Amorican cereditors are entitled to something,  There should
not be an absolute whitewashing of German debtors® obligations owing to our
owh eitizens, g it scems that that has taken place up to the present times,

. -




| I ‘

RETURN OF ALIEN PROPERTY - 163~

The action of the German Gevernment in sequestrating American securitios
should not be camouflaged by anyone who mitkes the charge of speculation
on the part of American citizens, Some of - our people may have been very
impruadent in loaning their dollars to German debtors. but this act of theirs
should not prevent them from receiving the same measure of favorable action
which has been taken in behalf of those who had deposits in German banks
which were sequestered and who have been given a 16-cent compromixe for
every miark they deposited up uutil the time we entered the war, April 6,
l':l? This is certainly a discrimination against one class of Amerviean
citizens,

I can conceive of cases in the matter of loans made by American citizens
to Germans which have turned out to the profit of such creditors, [lowever,
in the matter of bank deposits, I ¢an understand where the depository in
Germany sustained a loss eguil to that of the American depositor eaused
through the debasement of mark carrency. Why there should be any dis-
crimination in favor of those who had hank deposits in the matter of the
proof to be submitted compared to that which an Awmeriean bondholder must
submit, T can not understand the technical veasons therefor.

It would be 2 gross injustice to American citizens to permit Germa 5 debtors,
and more especially the Government of Germany. o cause our country to
suffer a substantial economic loss and corresponding gain to Gerzany and
its resident debtors if Germany is permitted to eseape linbility for its action
in sequestrating American-owned securities.

Any policy of our Government returning German property should be made
sufficiently ‘comprehensive to afford equal treatment to American citizens in
the matter of their elaims against Germany tor the value of their property
that was taken over by that Government during the war period.

Very truly yours.
Max HocusTrIN,

Mr. Boxyyae. Before I leave I would like to say something about
the Austrian matter,

Senator Joxes of New Mexico. Yes,

Mr., Bonyxce. The commissioner was appointed in November,
was it not—November 257 The date of the agreement was Novem-
ber 26, 1924, and ratifications were exchanged December 12, 1925,
Up to date there have been filed 1572 elaims against Austria and
Hungary. Austria did not, it is claimed, have any exceptional war
measures such as the appointment of an Alien Property Custodian
or an oflicer similar to an Alien Property Custodian.  There was no
legislation in Austria. so far as we have ascertained, that prohibited
Austrian nationals from paying their American debtors if they
wanted to.  We have very few claims against Austria arvising under
the reparations clauses. Practically all of those elaims were also
claims against Germany., and were adjudicated before the Germans’
claims commission.

Fully 80 per cent of the claims that have been filed against Austria
and Iungary are based upon bonds. or private debts arising under
the cconomic clanses of the treaty, and not under the reparation
sJauses, Those claims are filed in many instances for the full face

alue of the bonds at the normal rate of exchange. Of course, that
an never be recovered. If yvou take the total amount of the claims
as they filed them it would appear to be somewhere around $25.000.-
000 or $26.000.000. But, of counrse, nothing like that amount can
be allowed, because in many of these cases, and practically all of
them, they are asking either for the full face valne ¢f the bond which
Las not matured, or they are asking for the amount that they paid
for the bond. And in most cases they will only be able to recover
the interest on the bonds that matured.  And as I showed before, if
they are Government bonds the property in the possession of the

-
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Alien Property Custodian is not subject to the claims for debts due
by the Government for valorization.

The time for filing claims against Austria and Hungary does not
expire until the 25th of this month. We are not getting very many
more claims at the present time. The total, as I have said, now is
some 1,572, ageregating on their face about $25,000,000. But my
estimate in going over those claims is that the total amount to be
allowed against Austrin and Huangary will hardly exceed $5,000,000.
That will depend very largely upon whether we are able to arrive
at some similar agreement with Anstria and Hungary for the
valorization of their debts.

The pre-war rate of exchange, so far as Austria and Hungary is
concerned, was very low. As stated, under the treaty it was t'e
average cable transfer rate prevailing one month before we entered
the war. One month before we entered the war with Austria-
Hungary was November, 1917. We entered the war with those
countries in December, 1917. In November, 1917, the kronen had
already very greatly depreciated. According to the fizures I have,
the average cable rate prevailing in November, 1917, was 9.4 cents
to the kronen instead of a little over 20 cents. So that the rate was
very low. 'The Austrians contend that the rate was 9.2 cents.  There
is only a difference of two-tenths of a cent between us. DBut they are
making the same contention that Germany made, that Anstria is not
liable for its debts as debts, because we did not adopt the clearing-
office system, and they do not have to valorize them, and that they
are only liable for damages that resulted by reason of exceptional
war measures, if we ean establish that exceptional war measures
applied to the debts of our nationals.

I am endeavoring to arvive at some adjustment with them similar
to what T arvived at with Germany.  Up to the present time we
have not been able to arrive at such an adjustment with Austria,

Hungary has agreed to submit the matter to the commissioner,
They offered 2% cents to the kronen for all debts, 1 refused
to recommend that to the State Department.  They say they can
not go bevond that. beeause since the Versailles treaty they have
entered into conventions with Italy, France, Belginm, and other
countries, fixing as the rate for their debts that those countries
have agreed to take about 10 per cent of the normal rate, which
wonld he a little over 2 cents, not to exceed 214 conts,  And in those
conventions they have what is known as the “favored-nation clause,
that if they give any other country a better rate they must give the
same {0 those countries. They say by reaxon of that provision they
can not agree to a rate to exceed 214 cents.

The Cuamyax. Have you looked that up to see whether they did
have that favored-nation clause?

Mr. BoNyNGE. Yes,

The Ciamman, They all wanted it in their settlements with us,

Mr. BonyNee. Yes. Yes, I have seen those conventions. And
that makes it diflicult to arvive at an adjustment with them. Now
they have suggested that if we can not arrive at that adjustment
that we ask the various governments—and I have not even consulted
the State Department as to this vet—to authorize the commissioner
to establish a rate that would be fair under the circumstances.
Hungary has agreed to do that. Austria has not yet agreed to do.
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it. So that at the pu-wm time it is a little diflicalt undl we can
get thore matters adjusted. and the time has expived Tor tiling
claims, to provide for the adjustment and payment of Austrian and
Hungavian elaims. 1 thix bill or some similar hill was passed and
we steceed i adjusting our difliculties, T do not think it would be
diflien]t then to frame some similar method ol taking earve of Aus-
trian and Huangarian clims. as that provided for the German
claims,

The Cirvmyan, How muoch of Austrian property have vou!?

Mr. Boxvxor, The Mien Property Custodian ean tell you, hut T
pnderstand it s something over S12,000,000,

The Cuamyan, That is what 1 thought.

Mr, Boxyxee, About two mitlion odd for unallocated interest, and
about $10,000.,000 of principal.  Very little Huogarian property. I
understand,

The Caxiemax, Very little,

My, Surneenasn, I will say that the figures for Austria and Hun-
gary together are SI2A78082, "That is an estinmte, of course,

Senator Gurey, How much for Austria?

The Criaarax, Have you it separated there?

Mr. Surnernaxp, L have not it separated, and T do not Lknow
that it can be separated, but L will see if it ean be, and T will give
i to you.

Senator Gerey. Well, have vou not got to when it comes to ihe
1|Ilt'sllml of entering into the final settlement ?

Mr. Serneenasn,. Yes,

The AN, The Austrian Governnient claims about $9,000,000
vt of the $12.000,0007

Mr. Boxysoe Pr incipal?

The Criramaan, Poincipal: ves,

Mr. Boxyyer, And then there is unallocated interest.

Mro Serneeeazn, Howill, of course, eventually he separated.

Senator Joves of Jew Mexico, Nn\\'. what is the amouni of the
clanns against Thungary/

Mr. Boxvxear, Well, that is included in this estimate that T gave
vou of abont %5.000000 for the two, L think the elaims .|;_>.1inst
Thungary will not exceed 1,000,000,

Senator Joxes of New Mexico, Well, what T am getting at is,
have we property here siflicient to pay the elaims .wunat lhmung\'?

Mr, Boxvyar bothink not. Not of Thmgarian properety. But
it we apply any deficieney that there may he of Tungary as’agninst
the property of Austria, we have,

Senator Joxes of New Mexico, Well, does the lll|)llll|l(‘ agree-
ment provide that we may e Aostrian preperty to pay Hungarian
claims?

Mr. Boxysace. There is no provision in the agreement with ref-
erence to how the claims shall be paid. The agreement provides
only for the adjudication of the validity and the amount of the
claims,

Senator Joxus of New Mexico. I see. Well, is there anything
in the treaty with Hungary?

Mr. Boxysee, That same provision that T read, par agraph 4
following section 298, which provides that if there is a deficiency,
any unsatisfied elaims against one of the other of the enemy powers,

28623-—27———12
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you may use the property of another enemy power to make up the
deficiency that arises under the economic clauses.

Senator Joxeks of New Mexico. Then, under that provision, we
would have the right to use Austrian property for which to pay
Hungarian claims? '

Mr, BoNy~Ge. Yes.

Senator Joxes of New Mexico. Well, there is a like provision
in the (ferman treaty.

Mr. Boxyxee. Yes; there is a like provision in the German treaty,
the same provision,

Senator Joxrs of New Mexico. Well, what do you say as to
whether we should pay those claims out of German property, or
Austrian property, or where?

Mr. Boxynee, Well, there is plenty of Austrian and Hungarian
%roperty together to more than take care of the JAustrian and

ungarian claims,

Senator Joxes of New Mexico. Are there any claims against
Turkey?

Mr. Boxyxce. We had one claim that was filed that arose during
belligerency against Turkey, and as Turkey was an ally of Gez-
many, Germany was held liable for it. And so, with reference to
the reparation claims against Austria that arose during belligerency,
several of those claims were filed against Germany and have already
passed to an award against GGermany.

Senator Joxes of New Mexico, Through the Mixed Claims Com-
mission ?

Mr. Bony~ae. Through the Mixed Claims Commission, certainly.

Senator Joxes of New Mexico. .And any claims against Bulgaria?

Mr. Boxyxae. I have never heard of any claims against Bulgaria.

Senator Joxes of New Mexico. So then this Mixed Claims Com-
mission is allowing claims of American nationals against Germany
on account of claims really originating against Austria and Hungary
and Turkey?

Mr. BoNyx~ee. Reparation claims.

Senator Jones of New Mexico. Reparation claims?

‘Mr. Boxyxsce. Reparation elaims, yes. If it arose during the
period of belligerency, after we enteved the war, If it avose during
neutrality only Germany would be liable for the acts of its own
Government. :

Senator Joxes of New Mexico. Well, then, all the claims are being
presented to the commission which has to adjudicate the claims
against Austria and Hungary which could not be allowed by the
Mixed Claims Commission created between the United Siates and
Germany ?

Mr. Bonyxer. Mostly on account of debts, bonds, and securities of
of the Austrian and Flungarian Governments. Between 80 and 90

er cent of them. And some for requisitions by Austria and

ungary of American property, or enforced military service, ov
matters of that kind,

Senator Joxk: of New Mexico. Well, is there any contention any-
where that ary claiis shotid be presented to the Mixed Claims
Commisgsion 0, w0 the Austro-Hungarian Commission, or that they
should not be so presented? Is there any contention between any of

»
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the %)ill‘tieﬁ as to the tribunal which should adjudicate the clzim, or
pay ¢ :

: Mr. Boxy~NGe. There is no question abont which tribunal should
adjudicate the validity or the amount of the claims.

The Cnatraran. Is that all, Senator? .

Senator JoNes of New Mexico. 1 think <o.

The Cuammaxn. I saw Congressman Green yesterday in relation
to the letter signed by the representative of the Amervican claimants
and the representative of the German claimants as to the agreement
with the provisions of the bill as now before the committee, and it
was sent to me, as I stated, in confidence. Congressman Green said
that he was perfectly willing that it should go into the record at the
place designated yesterday. I also spoke to Mir. Sidley and atso
Doctor Kiesselbach, and they both were willing that it should go
into the record. So I will give the reporter a copy of it and have
it put into the record at the place designated in yesterday's hearving.

Senator Joves of New Mexico. That is entirely satisfactory.,

‘The Cmammax. The committee will stand adjourned until 10
o’clock to-morrow.

('Thereupon, at 12 o’clock noon, an adjournment was taken until
10 o’clock &. m., the next day, Friday, January 14, 1927.)
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FRIDAY, JANUARY 14, 1927

UNrren Staris SENATE,
Coxaurrer oN IFINaNci.
Washington, D. (.

The committee met, puisuant to adjournmeat on vesterday. at
10 o'clock a. m., in room 312, Senate Oflice Building, Senator Reed
Smoot presiding,

Present: Senators Smoot (chairman), McLean, Reed of Penn-
svlvania, Ernst, Shortr.dge, Edge, Jones of New Mexico, Harrison,
and George.

Present also, ITon. Howard Sutherland, Alien Property Custo-
dian: Dr. J. W, Kicsselbach, German commissioner on the Mixed.
Claims Commission: and Dr. Karl von Lewinski, German agent:
before the Mixed Claims Commission,

The Crrairyan, If the committee will come to order we will con-
tinue the hearings. The committee requested the Secretary of State
to turnish copy of the joint resolutdon approved April 6, 1922,
authorizing tile Secretary of the Treasury to extend the muturity
of the Austrian relief bond held by the United States, and to sub-
ordinate the lien enjoyed thereby to that of the Austrian guaranteed
20-vear loan,

Also a memorandum summarizing the correspondence between
the Department of State and the Austrian and Hungarian Govern-
ments leading up to the conclusion of the tripartite claims conven-
tion.

The Secretary of State has this morning subwmitted that informa-
tion. and I think the committee 1'cquo.~to(rtlmt it be printed in the
record, Senator Jones, T think that was yvour request. Do von
want this printed at the proper place in the record, or shall it be
printed in to-day’s record? .

Senator JoxNks of New Mexico. Why, wherever it ix more con-
venient,

The Cramyax, Then jt will be printed in this morning’s record
at this point, :

(The papers transmitted to the Committee by the Secretary of
State are here printed in the record in full, as follows:)

DEPARTMENT OF STATE,
WasinNaron, Januwary 1.3, 1927,

My Dear SExNaTor SyMoor: T take pleasure in transmltting herewith for appro-
proate insertion in the vecord of my recent testimony bevore the Senate Com-
mitter on Finnnee the docunwents and memoransdi listed helow which contain
the information feguested by the committee.  Coplos 5 the report of the Second:
Committee of BExperts referred to on page 22 of the stenographic transcript,
have already been forwarded to the committee, as have copies of the tripartite
claiims convention, United States, Austrin, sowd Hungary, referred to on page

3 of the stenographic trauseript,
144
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i The pap xs¢ transmitted herewith are as follows;

; *Copy of the joint resolution approved April 6, 1922, authorizing the Secre-
: tary of tiie Treasury to extend the maturity of the Austrian reiief bond held
5 by the United States, and to subord nate the lien enjoyed thereby to that of
; the Austrian snaranteed 20-year loan,  (Referred to on p. 34 of the stenographic
| transeript.)

* Memorandum sunnnarizing the correspondence between the Departinent of
State aod the Austrian and Hangarian Goveenments leading up to the con-
: clusion of the tripartite claims convention.  (Referred to on p. 67 of the
stenographic transervipt,)”

. Momeritndum regarding the notices issued by the State Depuartinent or the
¢ Mixed Claims Commission regarding the limitation of time for the presenta-
tion of claims,  (Referred to on p. 70 of the stenographie transeript.)

Memorandum regarding the status of American elaims agninst Turkey and
Bulgaria,  (Referred to on p. 72 of the stenographic transeript.)

Memorandum regarding Ainerican claims against Germany submitted after
the expiration of the time limit fixed by the exchange of notes of August 10,
1022,  (Referred to on pp. 77 and 78 of the stenographic transeript.)

Menorandunt listing claiis conventions or protocols concluded by the Goy-
ernment of the United States and submirted to the Semate for advice and
consent,  (Referred to on p, 100 of the stenographic transcript.)

Menorandum lisilug additional cases where claims conventions have not
been submitted to the Senate for advice and consent.

I am, my dear Senator $moot,

Sincerely yours,

FRANK B. KELLOGG,

[PrBLic RESOLUTION—NO, 46-—07PIr CONGRESS]
[S. J. Res, 160]

L]

JOINT RESOLUTION Authorizing the extension, for u perfod of not to esceed tweniy-
tive years, ol the time for the payment of the prhwlxlml and Interest of the debt
incurred by Austrin for the purchase of flour from the United States Grain Corpora-
tion, and for ether purposes

Whereas the economie structure of Austria is approaching collapse and great
numbers of rhe people of Austrin are, in consequence. in inuminent danger
of stavvation and threatened by dixeases growing out of extreme privation
and starvation * and

Whercas this Government wishes to cooperate in relieving Austria from the
immedinte burden created by her outstanding debis: Therefore be i_t

Resulved by the Seaate and House of Representatives of 'tl:c United States
of America in Congress assembled, That the Secretary of the Treasury is
heveby nuthorvized to extend, for a period not to exceed tiventy-five years. the
time of payment of the principal and interest of the debt incurred by Austria
for the purchase of flonr from the United States Grain Corporation, and to
release Austrian assets pledged for the payment of such loan. in whole or
in part, ax may In the judament of the Secretnry of the Treasury bhe neces-
sary for the aecomplishment of the purposes of thid vesolation: Provided,
nowerei, Phat substantially all the other ereditor nations, to wit: Czecho-
dovakin., Denmark, France, Great Britain, Greece, HoHand, Italy, Norway,
Ruminina. Sweden, Switzerland, and Yugoslavi shall take action with regard
10 their respective cluims agninst Austrin similar to that herveln set forth. The
seeretary of the Treasury shall be authorvized to decide when this proviso
has heen substantially complied with,

Approved, April 6, 1922,

MEMORANDUM  SUMMIRIZING THE CORRESPONDENCE BriwesN THE DEPARTMENT
OF NTATE AND TIHE AUNSTRIAN AND JIUNGARIAN GOVERNMENTS LFADING UP TO
PHE CONCLUSION OF THE TRIPARTITE CLATMS CONVEXVENTION

tn a wemovindum dated August 30, 1922, the Austrinn chargdé d'affaives
reguested the assistanee of the Depnrtment of Ntate in having cortain amend-
moents sihmitted to the vesolution introduced on Jane 28, 1922, by Represen-
tative Winslow, The purpese of the suggested amendments was to provide
for the relonse of the Anstvian property held by the Alien Property (‘ustodian.

~
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In a note dated Octolier 28 1922, the department replied to the above-
mentioned memorandum stating that numerous claimms had been filed with
it by American citizens against the Imperial and Royal Austro-lHungarian
Government for losses resulting from the torpedoing of vessels by submarines
of that Government, for military requisitions made by that Government, and
for damage or injury to persons and property. The department referred to
the provisions of the treaty of MAagust 24, 1921, between the United States
and Austrin under which certain rights were \(,’(‘lll'(‘(l to the United States
with respect to the Austrian property held by this Government, and pointed
out that inasmuch as no suitible provision for the settlement of American
clnims growing out of the wiair had been made by the Austrinn Government,
the Department of Sfate was not in a position to take the action requested
by the Austrian authorities.

During the winter of 1922 the department approached both the Austrian and
Hungarian ministers in Washington with refevence to the creation of a claims
comniission, stating that the United States would probably suggest the estab-
lishiment of a claims commission similar to the German-American claims com-
mission, Phese informal representations were made the subject of subsequent
oral disenssion. but resulted in no definite agreement,

In December, 1023, the department telegraphed to the Amevican legations in
Vienna and Budapest reguesting that informal inquiries be made of the Aus-
trian and INungarian Governments, respectively, as to whether those Govern-
nents would be disposed to work out a plan for setting up a Mixed Cluims
Commission similar to that hetween the United States and Germany., In reply
to these inquiries, the Austrian and Huungarvian Governments stated that they
were willing to participate in negotiations for setting up such a commission.

Larly in 1924 the department transmitted appropriate instrucitons to the
American Legations in Vienna and Budapest, togethier with the text of a draft
convention, as follows:

“The United States of America. Austria, and Hungary. being desirous of
Qetermining the amounts to be paid by Austria and by Hungary in satisfaction
of their obligations under the treaties concluded by the United States with
Austria on August 24, 1921, and with Hungary on August 29, 1921, which secure
to the nited States and its nationals rights specified under a joint revolution
of the Congress of the United States of July 2, 1921, including rights under
the treaiics of St. Germain-en-Laye and Trianon, respectively, have resolved
to submit the questions for decision to a commissioner and have appointed as
their plenipotentiaries to sign an agreement for that purpose.

* The resident of the United Stutes of Aterica,

“ Austrin,

“ And Hungary,

“Who. baving communicated their full 1)0\\'ch, found to be in good and
due form, have agreed as follows:

ArticLe I

“the three Governments shall agree upon the selection of a comnmissioner
who =hall patss vpon pll elnims for logses, diunages, or injurics su.lered by
the United States or its nationads embraced within the terms of (he treaty
of Angust 42, 1921, hetween the United sStates and Austrin and/or the treaty
of August 29, 1921, between the United States and Hungary, and/or the
treatiex of Nt. Germstin-en-Laye amd/or Trisnon, and <hali determine the !
amounts (o be piaid to the United States by Austrin and by ¥ungavy in satis-
foetion of 4l such claims (excluding those falling within paragraphs 5, 6. and.
T ot Annex I to Seetion 1 of Part VI of both the treaty of St. Germain-en-
Laye and the treaty of Trinon) and including the following ('ntvgori(-n'

)y Clalms of Ameviean eitizens arvising =ince July 31, 1914, in rvespect
of damage 1o or seizure of their proporty, rights, and intorests, inclnding any
company  or association in whieh they arve {aterested, within the teorritories

. of cither the former Austvian Empire or the former Kingdom of IHungary
s they vespectively existed on August 1, 1914

* 2y Other elniims for loss or dmmage to which the United States or its
nationals have heen subjected with respeet to injuries to or death of persons,
or with respeet to property, rights, and interests, including any company
or association in which American pationals are Interested, since July 31,
1014, ax a consequence of the war;

“(3) Debts owing 1o Aweriean eitizens by the Austrian and/or the Iun-
garinn Governments or by thelr nationals,

T T AN T
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. ArtioLe II
“ Should the commissioner for any cause be unable to discharge his func-
tions, a successor shall be chosen in the same manner that he was selected.
The commissioner shall hold a session at Washington within two months after
the coming into force of the present agreement. e may fix the time and the
phlice of subsequent sessions according to convenience,

ArtTICcLE 1III

“The eommisgsioner shall cause to be kept an accurate record of the questions
and cases submitted and correct minutes of proceedings. To this end each of
the Governments may appoint a secretary, and these secreturies shall aet
togéther 4s joint secretaries and shall be subject to the dirvection of the
commissioner,

ArrIcLi IV

“The three Governminents may designate agents and counsel who may present
oral or written arguments to the commissioner under such conditions as he
may prescribe. s

*“The commissioner shall recelve and consider all writter. statements or
documenis which may be presented to him, in accordance with rules which he -
may prescribe by or on behalt of the respective geovernments in support of or
in answer to any elaim.

“The decisions of the commissioner shall be accepted as final and binding
upon the three Governments,

ARTICLE V

‘“ Iiach Government shall pay its own expenses, including the compensation
of the secretary appointed by it and that of its agent and counsel. All other
expenses which by their nature are a charge on the three Governments, includ-
ing the compensation of the commissioner and such employees as he may
appoint to assist him in the performance of his duties, shall be borne by the
three Governments in equal moieties, .

ArticLE VI

“The present agreement shall come into force on the dete of its signature.

“In faith whereof the above-named plenipotentiaries have signed the present
agreement and have hercunto aflixed their seals.

“ Done in triplicate at the city of Washington this day of 1924,

The above-quoted draft convention was slightly modified during the course
of the negotiations, The text of the agrecement finally reached by the three
Governments appears in a pamphlet entitled “ Treaty Series No. 730."

MEMORANDUM REGARDING THE NOTICES ISSUED BY THE STATE DEPARTMENT OR THE
MixeDp CraiMs CoMMISSION REGARDING THE LIMITATION OF TIME FOR THE PRES-
ENTATION OF CLAIMS

It appears from the records of the department that the text of the convention
with Germany providing for the ereation of the Mixed Claims Co:mmission was
issued to the press on Avgvst 10, 1922, the date of its signature. A copy of
this announcement is attached hereto.

On QOctober 4, 1922, the department issued the following statement :

“The first meeting of the commission appointed under the agreement of
August 10, 1922, between the United States and Germany will be held in room
212, Department of State, on Monday morning, October 9, at 10.30 o’clock.”

On November 2, 1922, the New York Times published an article regarding
the work of the Mixed Claims Commission. This article read in part as follows:

¢ Cirenlar letters are being sent out by the State Department to all American
claimants against Germany instructing them to present memorials of their
claims to the State Department by January 1, next.”

This article was based on information given to the press by the Department
of State. A copy of the circular letter mentioned is attached hereto.

. -
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On December 29, 1922, the department issued the following statement to
the press:

“In view of the great pressure attending the filing of claims for presenta-
tion before the Mixed Claims Commission, United States and Germany, by
January 1, in accordance with the notice hervetofore given by the State Depart-
ment, the Secretary of State has decided to extend the time within which
claims may be filed until the 15th day of January, 1923, No further extension
will be granted.”

This action was {aken on the revomnwndntion of the American agent who had
received a great number of inguiries as to whether claims must be filed by
Januaiy 1, 1923,

After Januavy 135, 1923, the American agency rveferrved all inquiries as to the
filing of claims to the Depurtment of State, and the department recveived and
subsequently transmitted to the agency for presentation all claims filed with
it up to and including April 9, 1923, the lnst dite on which notice of c¢luim
could be given under the agreement between the two Governments and Rule
IV (d) of the Mixed Claims Commission,

In those cases where it has seen found that claims had not been notified
to the Mixed Cluims Commission by the American ageney prior to April 9,
1923, but had been of record in the Departinent of State or in the American
ageney as of that date, the German agent has acguiesced in their subsequent
px'esent.ttinn to the commission. ' In these cases where the claim was not of
record in the agency or in the Derw-tmout of State as of April 9, 1923, the
claim has been considercd a * late claim.”

It does not appear that the Mixed Claims Commission issued any aotices
to the press regurding (he limitation of time for the presentation of cliims.

.

[For the press]

DEPARTMENT OF STATE,
August 10, 1922,

An agreement between the United States and Germany, providing for the
determination of the amount of the claims agninst Germany. was signed
to-day in Borlin, This agreement provides for a claims commission composed
of two commissioners and an umpire. One commissioner is to be named by
each Government, and the two Governments are to agree upon an umpire.
The umpire is to decide finally upon any questions as to which the commis-
sioners may disagree.

Simultaneously with the signing of the agreement. the German Government
expressed its desire to have an American citizen appointed as the umpire and re-
quested the President of the United States to make the desighation accordingly.
Pursuant to this request, the President has named as umpive, Willlam R.
Day. Assoc'ate Justice of the United Statex Supreme Court,  The name of
the American comm ssioner will be annonnced later,

The agreement is as follows:

“The United States of America and Germany, bein~ desirous of determin-
ing the amount to be paid by Germany in satistaction of Germany’s financial
obligations under the treaty concluded by the twe Governments on August 25,
1921, which secures to the United States and ity nationals rights specified
under a resolution of the Congress of the United States of July 2, 1921,
including rights under the treaty of Versailles, have resolved to submit the
guestion for decision to a mixed commission and have appointed as their
plenipotentiaries for the purpose of concluding the following agreement:

»The President of the United States of America- s and

“The President of the German Empire———;

“Who, having,communicated their full powers, found to be in good and
due form, have agreed as follows:

“ ApricLE I

“Mhe commission shall pass upon the following eategories of claims which
are more particularly defined in the treaty of August 25, 1921, and in the
treaty of Versailles;

“ (1) Claimg of American citizens, arising since July 31, 1914, in respect
of damage to, or seizure of, their property, rights, and mterests, including

o
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any compary or association in which they are interested, within German ter-
ritory as it existed on August 1, 1914;

* (2) Other claims for loss or damage to which the United States or its
nationals have been subjected with respect to injuries to persons, or to prop-
erty, rights, and interests, including any company or association in which
American nationals ave interested, since July 31, 1914, as a consequence of the
war.

“ (8) Debts owing to American citizens by the German Government or by
German nationals.

“ ArmicLe II

“ The Government of the United States and the Government of Germany shail
each appoint one commissioner. The two Governments shall by agreement
select an umpire to decide upon any cases concerning which the commissioners
may disagree, or upon any points of difference that may arise in the course
of their proceedings. Should the umpire or any of the commissioners die or
retire, or be unuble for any reason to discharge his functions, the same pro-
f:iadure shall be followed for filling the vacancy as was followed in .appointing

m.

“ ARTICLE MII

“The commmissioners shall meet at Washington within two months after the
coming into force of the pro<ent agreement. ‘They may fix the time and the
place of their subseguent mnee. ings according to convenience,

.

‘“ ARTIOLE 1V

“Phe commissioners shall keep an accurate reeord of the questions and cases
subnaitted and correct minutes of their proceedings. 1o this end each of the
Governments may appoint a secretary, and these secretaries shall act together
as joint secretaries of the commission and shall be subject to its direction.

“The commission may also appo nt and employ any other necessary officer or
officers to assist in the performance of its duties. The compensation to be
paid to any such officer or officers shall be subject to the approval of the two

Governments,
“ArTICLE V

“ Fach Government xhall pay its own expenses, including compensation of
its own commissioner, agent, or counsel, All other expenses, which by their
nature are a charge on both Governments, includ ng the honorarium of the
umpire, shall be borne by the two Governments in equal moieties.

‘“ ARTICLE VI

“The two Governments may designate agents and counsel who may present
oral or written arguments to the commission.

“The commission shall receive and consider all written statements or docu-
ments which may be prescnted to it by or on behalf of the respective Govern-
ments in support of or in answer to any claim,

““The decisions of the commission and thoxe of the umpire (in case there may
be any) shall be aceepted us final and binding upon the two Governments.

“ Ar1ICcLE VII

“The present agreement shall come into force on the date of its signature.”
The note requesting the President of the United States to designate the
umpire, which was addressed to Ambassador Houghton, is as follows:

“Mr. AM '\JSADOR

“The agreement concluded to-day for the settlement of the 0 it of Ameri-
can claims for damages provided by article 2, that on the basis ot an agreement
between the two Governments concerned an umpire shall be chosen. The Ger-
man Government is convinced of the intention of the American Government to
carry out in an accommodating and just manner the settlement of the questions
still to be solved between the two States concerned, the way to which is onened
by the signature of the agreement. It is still further strengthened in this
belief by the assurances received from Your Excellency. The German Govern-
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ment believes that the disirust of nations toward one another brought about
by the war and the severe economic damages which it caused to all countries
concerned can be most cerfainly done away with if these countries decide to
approach the solution of the questions which have arisen between them as a
consequence of the wa» in a generous manner and in the spirit of mutual
accommodation, The German Government welcomes the fact that the Ameri-
can Government intends to take the initiative in this connection. In order to
make this possible and in ovder to givé the American Government a proof of
its confidence, the German Government has the honor to request the President
of the United States to ¢ause an American person, seeming to him suited for
this responsible oflice, to accept the position of umpire, such as it contemplated
in the above-inentioned agreement. 1 should be grateful to Youpr Excellency if
you would transmit this proposal of the German Government to the President
of the United States. At the sume time I take advantage of this occasion to
renew to you, Mr. Ambassador. the assurance of my most distinguished

consideration.
“(Signed) WirTH.”

William Rufus Day, who has been seleeted as umpire under the claims agree-
ment, was adntitted to the bar in 1872 and began the practice of law at Canton,
Ohio, the same year. He served as judge of the Court of Comnmon Pleas (Ohio)
1886G-90; was appointed United States district judge for the northern district
of Ohio in 1889; served as Assistant Secratary of State from March, 1897, to
April 26, 1898, and as Secretary of State from April 20. 1808, to September,
1898, when he became chairman of the Uwnited States Peace Commission at
Paris at the close of the war between the United States and Spain. He was
United States circuit judge for the sixth arvcuit, 1899-1903, and has been

" Associate Justice of the Supreme Court of the United States sinee February,

1903,

An agreement was signed at Rerlin, Gernuiany, on August 10, 1922, by a
ropresentative of the Government of {he United States and a representative
of the Government of Germany which provided for the establishment of a
commission to determine the amounts due by the German Government on the
classes of obligations described helow :

(1) Claims of American eitizens arising since July 31, 1914, in respect of
damage to or seizure of their property, rights, and interests, including any
company or assoclation in which they are interested within German territory
as it existed on August 1, 1014,

(2) Other claims for loss or damage to which the United States or its
nationals have been subjected with respeet to injuries to persons or to prop-
erty, rights, and interests, including any company or association in which
American nationals are interested, since July 31, 1914, as a consequence of
the war, .

(3) Decbts owing to American citizens by the German Government or by
German nationals.

According to the provisions of the agreement, the Government of the United
States and the Government of Germany were each to appoint one commis-
sioner, and the two Governments were to agree upon an umpire to decide any
case or point concerning which the commissioners might disagree. The two
Governments have appointed their respective commissioners and have selected
the umpire and the President has appointed an ugent to represent the Govern-
ment of the United States before the commission.

In a note which the American Ambassador at Berlin addressed to the
German Chancellor at the time the agreement was signed, the Government
of the United States undertook to notify the commissxion within a period of
six months from the date of its first meeting of all claims to be presented to
it. e first meeting was held on October 9, 1922, In order that the desired
notice can be given to the commission within the required time, it is im-
portant that elaims he prexented to the departmment xt as early a date as
possible so that they may be examined and prepared for notifleation to the
commission,

It appears from the records of the department that you consider that the
German Government is obligated to you within one of the categories described
above, Any petition which you desire to present to the department should be
prepared in duplieate and should contain a full and complete statement of the
facts and circumstances from which the obligation for which indemnification
or reimbursement is sought arose. The petition should also set forth whether
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the petitioner is now a citizen of the United States; and, if so, whether he is
a native or naturalized citizen, and where he is now domiciled, The petition
should he subscribed under oath and should be accompanied by the best ob-
tainable evidence, in duplicute, in support of the allegations made in the peti-
tion. Citizenship by birth in the United States may be established by the
production of duplicate certified copies of a birth certifiente, or if this be not
available, the affidavits, in duplieate, of persons who have known the claimant
since birth and are in a position to testify as to the time and place of his
birth. Citizenship by naturalization may be established by the production of
an original natur: lization certificate or two certified umiox thereof. or of the
final order of the court admitting the person to citizenship. Certified copies of
certiticates issued since June 29, 1906, will be forwarded to the Department of
State by the Department of Labor upon the request of a claimant. In the
case of corporations. two certified copies of the articles of incorporation should
be furnished, The citizenship of a partnership is that of its individual
members,

Mr. Robert €, Morris has been appointed agent of the United Stotes before
the AMixed Claims Commission, United States and Germany, and is preparing
to present elaims to the commission, Xt s, therefore. necessary that you present
your claim to the department on or before January 1. 1923,

AMERICAN CrATvus AcGAINST TURKEY AND BULGARIA
CLATMS AGAINST TURKEY

The United States never declared war against Turkey. There was therefore
no oceasion tor the negotiation of a tx'v.tt\ (‘\T.I!bll\hill" friendly relations such
as the treaties with Germany, Austria, amd Hungary, In order, however, to
regularize relations between the United Stiates and the new Turkish régime.
{reaty was concluded at Lausanne on August 6. 1923, bhetween the United
States and Turkey. This treaty contained no provision for the settlement of
American claims against Turkey but an exchuange of letters was effected on the
siame day that the treaty was signed, which referved to this question. These
letters, in translation, were as folows:

LAUsANYE, dugust €, 1923,

Excernrency: I have the honor to draw your excellency’s atteption to the
declarations which I previousty made on the subject of the importance which
my Government attached to the conclusion, on the oceasion of the negotiation
of the 1reaties signed to-day, of un agreement concerning the settlement of the
claims of American nationals, companies, and associntions against the Turkish
Government.

In proceeding to the signature of the treaties above mentioned, T must say,
under instruction from my Government..that it is understood that the question
of claims is reserved for subsequent discussion as soon as poxsible after a
petiod of 20 days, and that in waiting for the conclusion of an agreement on
this subject, my Government reserves to itself entire liberty of aetion concern-
ing the question of submitting the treaties to the Senate of the United States
for is advice anad its consent to their ratification.

Accept. Excelleney, the assurances of my highest consideration,

JosepH (. GREW,

His Excellency ISMET PASHA,

Minister of Forcign Affaivs of the Gorvernment
of the Grand National Assembiy of Turkey,
Chairman of the Turkish Delegation, Lausanne.

Lavsansg, August 6, 192,

ExcerLency: I have had the honor of receiving the letter which your
ex(iolloncv wias s0 kind as to address to me to- day rvelative to the qnostion of
claims.

The Turkish delegation has several times had occasion to make plain the
point of view of its Government on the subject of the reciproeal claims of the
nationals of the two countries.

This question baving been found incapable of solution, in spite of the efforts
exerted on both sides, during the course of the negotiations of the treaty
signed to-day at Lausanne., I agree with your excellency to reserve all discus-
sion for a subsequent date, as soon as possiblé after 20 days. I wish to make
clear upon this occasion that the Government of the Grand National Assembly

.
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of Turkey =<imilarly reserves its entive -liberty of action with regard to the
question of submitting the treaties above mentioned to the Grand Natiomal
Assembly for ratification before the consummation of an agreement on the
stubject of claims,

Aveept, excellency, the assurance of my high consideration,

M. IsMET,
His Excellency Mr. Grew,
Envoyn Eetravrdinary and Minister Plenipotentiary
of the United States, ete, Berne,

A Turther exchange of letters heaving on th: same subject took place in
Constantinople on December 24, 1025, These letters, in translation, were as
follows:

DreceMrER 24, 1923,

X prieNey: Parswanpt to the diseussions which have beent held at Con-
stantizople s nee October 10, $923, in eomformity with the lotters exchanged at
Lausanne Jasust 6, 1923, with o v ew to reserving for a subseguent diseus-
<fon thee question of the reciproca! elnims of the nationals of the Vnited States
and of Turkey. I have the honor to inform you that I am authorized by my
Government to comvey to vour excelleney the Solowing:

My Government is in accord with the Government of the Turkish Republe
for the designatlon of two representatives as members of a comm:ttee wihtich
will meet at Constantinople six months after the exchange of the ratifications
of the trvaty sjigned ai Lausanne, Anzust 6, 19255 concerning the geperal vela-
tions between the United States and ‘Tarkey,  Th s committes will proceed
with & view to determiniag the sohwmtons which should be given them, to the
examination of the ciaims presented by either Govermment within a period of
~six months from its const tmion,  The dossiors of the claims must contain the
dm;mnvnu extablishing the nmatuve, the origin, apd the justification of each
ciaim,

Documents not gecompanying the claims presented within the period of six
nimths provided for in the preceding paragraph and velat ng to the said claims
must be communicated to the committee at the latest within a period of one
year fiom its constitution,

1 <he't be grateful if your excelleuey will he =0 god as to convey to me
the confirmation of this arrangenent,

Aceept, excelleney, the renewed assurance of my very distineuished cons dera-
tion,

Mark L., Brisrol,

Hix Excoelleney Dr, Abpx N Bry., Coastaid icople.

CONSTANTINOPLE, Deeenrher 24, 1923,

Excerrexey: I have had the hopor 1o rveceive the note which your excel-
lency wus good enovgh to send e December 24, 1923, concerning the ques-
tion of the reciproeal claims of the nationals of Turkey and of the United
States, a question whichh was rexerved for a subsequent discussion by virtue
of the letters exchanged at Lausanune Aagzust 6, 1923,

I am aut* -vized by my Govermment to inform your excellency that it is
in accord with the Government of the United States for the designstion
for its part of (wo representatives as members of i committee which will meet
at Constoutinople six months after the exeluinge of the vatifications of the
tresty signed at Lausanne August 6. 1923, concerning the general relations
hetween Turkey and the United Ntates,  This committee will proceed with
a view to determining the solutions which should be given them. to the ex-
amination of the clains presented by either Government within a period
of six months from it constitution. The dossiers of the claims must contain
the documents establishing the nature, the origin, and the justification of
each claim.

Documents not accompanying the claims presented within the period of
«ix months provided for in the preceding paragraph and relating to the
said elaims must be communicated to the committee at the latest within a
period of ene year from its constitution.

Accept, excollency. the renewed assurance of my very distinguished con-
sideration.

DocTOR ADNAN,

His Excellency ...dmiral Mank L. BristoL.

Representative of the Government of the United States of Amcerica,
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Pending action by the Senate on the treaty of Lausanne with Turkey, the
Department of State has taken no further steps looking to the adjustment of
American ¢laims against Turkey. An examination of the depariment's files
discloses that it had record of about 400 formal applications for the sapport
of claims against the Turkish Government. and that the amounts cluimed
therein aggregate about $17.000,000, It appéars that very few of these claims
have their origin in events during the period of Turkey's belligerency in the
World War,

) CLAIMS AGAINST BULGARTA

The United States never declared war aguninst Bulgaria, There was, there-
fore, no oceasion for the negotiation of a treaty establishing friendly relations
such as the trenties with Germany. Austria, and Hungary., The iles of the
department show that 17 claimants have indicated their desire to prefer
claims against the Government of Bulgarin, The amounts cliimed aggregate
approximately $1,750,000.. Of these 17 cases, & avose during the period August,
1, 1914, to July 2, 1921. The claimants in these ejzht cases huve clatmed
approximately $250,000.

MEMORANDUM REGARDING AMERICAN CraAIMsS AGAINST GERMANY SUBMITTED
AFTER THE EXPIRATION OF THE TIME LiMIiT FIXED BY THE I‘;\Cll:\\(-b OF NOTES
or AveusT 10, 1922

During the early part of last year the American agent made an examination
of the so-called “1late claims " filed with the Department of State for the pur-
pose of determining theiv probable amount and merit, | The result of his ex-
amination was set forth in a letter addressed to the DNepartment of State hy
him on March 4, 1926. ‘The text of this lorter and of the memorandwn trans-
mitted therewith is printed on pages 372 to 374 inclusive. of the document
entitled “ Return of Alien Property. No, 4 containing hearings before the
Committee on Ways and Means of the IHouse of Representatives held in
November, 1926, Thix letter ix self-exnlanatory, and contains all the infor-
mation now available on this suhject.

ar————

DEPARTMENT OF STATE,
Januwary 11, 1927,

Lisr or Crams CONVENTIONS, PROTOCOLS, OR  AGREEMENTS  FINTERED INTO
BETWEEN THE GOVERNMENT OF THE UNITED NTATES AND OTHER GOVERNMENTS,
Wiairenr TaveE BEEN SUBMITTED TO THE SENATE FOR ADVICE AND CONSENT,
A8 RECORDED IN " 'TREATIES, CONVENTIONS, INTERNATIONAL ACTS, PRrRoTOCOLS,
AND AGREEMENTS BETWEEN THE UNITED States AxNp Orueg Powers, 1776
10 1!:23 " AND IN THE * TREATY SERIES * OoF THE UNITED STATES SUBSEQUENT
TO 1923

Claims convention concluded January 27, 1849, betyween the United States
and Brazil. (Malloy. p. 14d)

Cla-ms convention concluded August 7. 1892, hetween the United Stites
and Ch:le, providing for the adjustment of cluims made by citizens of either
country against the government of the other. (Malloy, p. 183.)

Convention concluded May 24, 1897, between the United States and Chile.
reviving the convent:on of August 7, 1802, (Malloy, p. 180.)

Claims convention concluded November 8, 1805, hetween the United States
and China. (Malloy. p. 232.)

Claimy convention concluded September 10, 1837, between the United States
and Colombia., (Malloy. p. 319.)

Claims convention concluded February 10. 18G4, between the United States
and Colomb’'a, extending the duration of the commission established under
the convention ot September 10. 187, (Mu.doy. p. 321.)

Claims convention concluded July 2. 1860, between the United States and
Costa Rica. (Malloy, p. 346.)

Claims vouvention concluded Murch 28, 1830, betw een the United States
and Denmark. (Matloy, p. 377.)

Agreement concluded December 6, 1888, between the United States and
Denmark, submitting the claim of (arlos Buttertield & Co. to arbitration.

(Malloy, p. 387.) ‘
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Claims convention concluded November 23, 1862, between the United States
and Eeuador providing for the adjustment of claims made by citizens of
either country against the Government of the other. (Malloy. p. 132,

Claims convention concluded February 28, 1893, between the United States
and Ecuador providing for the arbitration of the claim of Julio R. Santos.
(Malloy, p. 438.)

Convention concluded April 30, 1803, between the United States and France
for the payment of sums due by France to eltizens of the United States,
(Malloy, p. 513.)

Claims convention eoncluded Junuary 15, 1880, between the United States
and France providing for the adjustmwent of claims made by citizens of either
country against the Government of the other. (Malloy. p. H35.)

Claims convention concluded July 19, 1882, between the United States and
France. extending the term of duration of the commission provided for by
thie convention of January 13, 1880, (Malloy. p. 539.)

Cluims convention concluded February 8, 1883, hetween the United States
and France providing for the further extension of the duration of the com-
mission provided for by the convention of Janaary 15, 1880,  (Malloy. p. 540.)

Claims convention concluded February 8, 1853, hetween the United States
and Great Britnin, pm\iding for the :uhmtxnont of claims made by citizens
of either country against the Government of the other, (Mulloy, p. 664.)

Claims ('om'vntion cmxc]uded July 17, 1834, hetween the United States and
Great Britain, extending the duration of the commission provided for under
the convention of February 8. 1833, (Malloy, p. 673.) ,

Treaty concinded July 1, 1863. between the United SNtates and Great
Britain, providing for the scttlement of claims against the United States by
the Hudson Bay Co. and the Puget Sound Agricultural Co. (Malloy, p. 688.)

Treaty concluded May 8, 1871, between the United States and Great Britain
prov iding in part for the arbitration of the Alabama claims. (Malloy, p. 700.)

Convention concluded February 8, 1896, between the United States and
Great Britain for the settlement of claims presented by Great Britain against
the United States under the fur seals convention of February 19, 1892,
(Malloy, p. 766.)

Claims convention concluded April 11, 1839, between the United States and
Mexico. (Malloy. p. 1101.)

Convention concluded January 30, 1843, between the United States and
Mexico, regulating the payments to be made by the latter under the con-
vention of April 11, 1839, (Malloy, p. 1105.)

Claims convention concluded July 4, 1868, between the United States and
Mexico. providing for the adjustment of claims made by citizens of either
country against the Government of the other. (Malloy, p. 1128

tonvention concluded April 19, 1871, between. the Unired States and Mexico,
extending the time of the ccmmission provided for by the convention of July
4, 1868. (Malloy, p. 1133.)

Convention concluded November 27, 1872, between the United States and
Mexico, extending the duration of the commission provided for by the claims
convention of July 4, 1865,  (Malloy, p. 1134.)

Convention concluded November 20, 1874, hetween the United States and
Mexico, extending furvther the duration of the claims (mll:ui~~i(>l| mmldud for
by the convention ot July 4, 1868, (Malloy, p. 1136.)

Convention conciuded April 29, 1876, between the United Stites amd Mexico,
extending the functions of the umpire of the claims convention ]no\ ided for
under the convention of July 4, 1868,  (Malloy. p. 11380

Claims convention conctuded February 4, 1859, between the [mted States
and Paraguay.  (Malloy, p. 1362.)

Claims corvention eoncluded Mareh 17, 1841, between the Unired States and
Peru, (Malloy, p. 13586

Claims convention concluded December 20 1862, between the United Ntates
and Pern,  (Malloy, p. 1465,)

Claims convention concluded January 12, 1863, lwtwoen the United States
and Peru providing for the adjustment of claims made by citizens of either
country agajnst the government of the other. (Malloy, p. 1408,)

Claims convention concluded December 4. 1868, between the United States
and Peru providing for the adjustment of claims made by citizens of either
country against the govermment of the other, (Malloy, p. 1411.)

Claims convention concluded February 26, 1851, hetween the United Ntates
and Portugal,  (Malloy, p. 1458.)
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Convention concluded November 7, 1899, hetween the United States, Gevmany,
and Great Britain relating to the settlement of c¢iaims of citizens and subjects
of the respective countries resident in the Samoan Islands on aecount of the
recent military operations conducted there by the three governments. (Malloy,
), 1789.)

I Claims convention concluded August 11, 1802, hetween the United Siates
and Spain providing for the adjustment of claims of individuals of either
nation. (M:illoy, p. 1650.)

Claims convention concluded Febraary 17, 1834 between the United Ntates
and Spain,  (Malloy, p. 1659.)

Claims convention concluded April 11, 1538, between the United States and
Texas, (Malloy, p. 1778,

« Claims convention concluded October H4, 1832, between the United States
and the Kingdom of the Two Sicilies,  (Malloy, p. 1804.)

Claims convention concluded January 14, 1859, between the United States
£nd Venezuela.  (Malloy, p. 1843,)

Claims convention concluded Aprit 25, 1866, between the United States and
Venezuela.  (Malloy, p. 1856.)

Claims convention conctuded December 5, 1883, hetween the United Stotes
and Venezuela reviving for a speeinl purpose the geneval stipulations of the
convention of April 235, 1866,  (Malloy, p. 1858.) .

Convention concluded Mareh 135, 1888, hetween the United States and
Venezuela to remove doubts ax 1o the menning of the convention signed De-
cember 5, 1855, (Malloy, p. 186G5.)

* Convention concluded October 5, 1888, extending the convention of December
8, 1883,  (Mulloy, p. 1866.)

Claims convention concluded January 19, 1802, between the United States
and Venezuel, providing for the arbitration of the e¢laim of the Venezuelan
Steam Transportation Co,  (Malloy, p. 1868,) ’

Special agreement concluded Augnst 18, 1910, between the United States
and Great Britain for the submission to arbitration of pecuninry claims,
(Malloy, p. 2619.)

Pecuniary claims couvention coneluded August 11, 1910, hetween the United
States and other powers represented at the Fourth International Congress of
American States,  (Malloy, . 2022,)

Special elaims convention concluded Neptember 10, 1923, berween the United
States and Mexico, providing for the settlement of claims of American citizens
arising from revolutionary acts in Mexico from November 20, 1910, to May
31, 1920, (Treaty Series No, 676.)

Convention concluded September 8, 1923, hetween the United States and
Mexico, providing for the adjustment of elnims by ecitizens of either country
against the Govermment of the other. (Treaty Seriex No. G78.)

LIST OF CLAIMS CONVENTIONS CONCLUDED BY THE UNITED STATES WITHOUT THE
ADVICE AND CONSENT OF THE S8ENATE IN ADDITION TO THOSE APPEARING ON PAGES
98 TO 100 OI' TIHE SBTENOGRAPHIC TRANSCRIPT

Protocol concluded May 10, 1900, between the United States and Guatemala
supplementary to the protocol of February 23, 1900.  (Malloy, p. 873.)

Protocol eoncluded January 31, 1873, between the United States and Mexico
extending the convention of April 19, 1871, (Malloy, p. 1135.)

Protocol concluded June ¢, 1898, between the United States and Peru sup-
plementary to the protocol of- May 17, 1898, (Malloy, p. 1444.)

Agreement concluded February 23, 1881, between the United States and Spain
for termingting the claims commission formed under.the agreement of Febru-
ary 12, 1871. (Malloy, p. 1671,)

Protocol signed May 6 and December 14, 1882, between the United States and
Spain extending the time for the termination of the claims commission under
the agreement of February 12, 1871, (Malloy, p. 1673.)

Protocol conctuded June 2, 1883, between the United States and Spain with
reference to the termination of the American and Spanish claims commission.
(Malloy, p. 16%8.)

Protocol concluded December 1, 1909, between the United States and Chile
providing for the arbitration of the Alsop claim. (Malloy, p. 2508.)

Agreement concluded January 28, 1911, between the United States and China
provading for the settlement of Changsha indemnity claims. (BMalloy, p. 2512.)
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Agreement concluded August ’10, 1923, between the United States and Ger-
many providing for a mixed commission to determine the amount to be paid
by Germany in satisfaction of Germany's financial obligations under the treaty

of August 23, 1921, (Malloy, p. 2601,)

Agreement conclude@ November 26, 1924, between the United States and
Austria and Hungary for the determination of the amounts to be paid by
Austria and by Hungary in satisfaction of their obligations under the treaties
concladed by them with the United States on August 24, 1921, and August 29,

1921, respectively. (Treaty Series No. 730.)
The Criamyax. Doctor Kiesselbach, will you take the stand.

STATEMENT OF DR. J. W. KIESSELBACH, REPRESENTING THE
GERMAN CLAIMANTS

The Cnamyax. Doctor Kiesselbach, you represent the German
claimants? .

Doctor Kressereaci. Yeo.

The Cuarman. By what authority do you represent them, Doctor?

Doctor KirsseLpaci. Will you allow me a few words just to
explain?

The Cuamyan. Yes; anything that you desire to submit to the
committee,

Doctor KrrsseLpacir, I only want to say that I am a law{er
practicing law in Hamburg, and that in the year 1922 I was aske
to represent my GGovernment as commissioner on the Mixed Claims
Commission, and that later on T was asked, by the private owners,
to represent their interests in this problem here, and that in neither
of these positions have I gotten any pay whatever. I do this for
the interest of my country, but T have no personal interest in it;
especially, I do not get any fees either from a private German
owner nor from a ship owner nor from anybody else.

In 1925, I saw these problems coming up. and I went over to
Germany and I told my German compatriots about the situation, and
I organized them, '

The Cusmman. You say vou went over to Germany in 19257
You were in this country then in 19252

Doctor Kiessenpacn, Yes; I was here since 1922,

The Cuamyan. And you went from here to Germany then?

Doctor Kirsserpacir, Yes; T went to Germeny in the summer time,
in 1925, and I organized my people who have interests in these ques-
tions. and they established a committee. This committee is com-
posed of the leading German men in banking, in shipping, in com-
merce, and in industry. and the full list of them is given to the
Secretary of the Treasury, Mr, Mellon, in one of my letters which are
before this committee. And so I represent about 90 per cent of the
German private property owners and 100 per cent of the German
shipowners. And the way T negotiate with them is through this
commnittee,

The Cmamyax. Do you know whether the German shipowners
claim that the ships were of greater wvalue than that which was
estimated at the time they were taken over?

Doctor KiesseLsacu. 1 know that; yes.

The Cuamman. What do they estimate those ships to be worth?

Doctor Kiesserpacri, Well, they believe that that will be between
$200,000,000 and $300,000,000 now.
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The CrAIRMAN. On what basis?

Doctor KigsseLsaca. On the basis of the value at that time. For
instance, in the spring of 1917—just to show by instance, Senator,
what they believed at that time—a Canadian concern was offering
$200 per ton to buy all these ships, and they refused because they
were quite sure that the value of the ships was much higher, and that
they would do much better by keeping thein. And there are quite a
number of viewpoints from which they certainly believe that the
value of the ships is much higher.

I wonder if I am allowed to go further into this question?

« The CuairmMaN. Go as far as ypu want to, Doctor.

Doctor KiessersacH. For instance, just to show you, if I may
touch on the Navy appraisal. This appraisal only refers to 86 ships,
but there were seized here more than 100 ships. And to show and
to make quite clear how these appraisals are made, the best way will
be to state that, for instance, very shortly after that appraisal was
made some of these ships were sunk, and insurance got for these
ships lost was about six and seven times as much as the ships were
appraised at. That shows that the appraisal was a very conserva-
tive one, and that the shipowners will be in the position to prove that
the ships have a very, very much higher value, and that they assented
and agreed to this limitation, but that without that limitation they
would be entitied to a considerable amount move.

Senator McLzax. Well, the insurance might have been larger be-
cause of the character of the insurance contract? Of course the
insurance companies had to live up to their contract.

Doctor Kiessersacu. Surely, yes.

Senator McLeaxN. And it would be important to know what that
contract was in the estimation of the damages.

Doctor Kiessersaci. Yes; but my belief is that if the owner of the
ship insures his ship for, let us say, $100,000, and 14 days ago the
ship has been appraised for $10,000, it is a certain evidence that the
value of the ship may be more than $10,000.

Senator McLraN. Yes; but these ships that were sunk were in
seagoing condition, and the ships that were not sunk were so injured
before they came into our possession that their value was greatly
damaged. .

Doctor Kirssersaci. I do not think so. Senator. T think the
injuries made to the engines were very small and very ineffective.

Senator McLzax, Well, T do not know,

Doctor KiksseLracn, I do not want to contradict you, but you
asked me.

Senator McLeax. I am merely seeking information.

Doctor KiesseLsacH, Yes,

The Cramyax. Well, Doctor, it is generally understood, of course,
that the ships at the time America seized them had been as near
destroyed for use as it was possible to do without sinking them.

Doctor KirsseLpacu. From my information that is not so, Senator.
But, of course, I do not know it.

Senator McLeax., Well, if they insured these ships at so much
er ton at a certain time, the insurance companies would have to
ive up to their contract.

Doctor KirsseLnacit, Yes.

’
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Senator McLeax. Whereas later on a great many things might
have occurred that would have affected the tonnage value of those
ships.

Doctor KiesseLsacir, Pardon me, Senator, but there may be a
misunderstanding. As far as I know these-ships have been insured
here after their seizure by the United States; therefore it shows that
the men who insured those ships beliecved them to be of a higher
value. notwithstanding that some injury may have been done to
them. I do not know that.

Senator McLeaN, Well, I do not know. 1 assume that the board
or the aathorities that appraised these ships which represented our
Government must have had some particular reliable information as
to the tonnage value at the time. And a> T understand it they fixed
that value at about $33,000.000.

Doctor KiusseLsacit. For 86 ships; yes,

The Caairman. No, Doctor. it was 89 ships.

Doctor KirsseLpacn. Eighty-nine ships. I beg your pardon, I
made a mistake.

The CuamrymanN, Eighty-nine ships.

Doctor KirsseLacH. Yes; 89 ships.

The Cuairman. And the valuation was $33,000,000 approximately.
Over $33,000,000.

Doctor KiesseLBacH. Yes, ~

The Cmarman. Now as to the value, was not this the fact, that
those ships were interned, and of course the value that would be
put upon those ships as interned ships may be different from the
value of the ships after they were released and reconditioned and
put in operation?

Doctor Kiessensacu., I agree to that. 1 mean it is a question

of

The Cramryan, Well, they were not insured here in America
while they were interned =hips, but after they were released, then, of
course, they were abroad, and then is the time that the insurance was
placed upon them in America. .

Doctor Kiesseuacu. I fully admit that. It is a question of ar-
gument, sir. I mean what may be the outcome of it I do not know,
but there are a number of points which can be made by the (German
shipowners, we believe, to nrove that the value of the ships may be
higher, may be considerably higher.

The Cuairman, Well, if they were worth from $200,000,000 to
$250,000,000 they would be worth eight times the amount of the
appraisal, nearly.

Doctor KirsseLsacu, But they agree to limit it to much less, you
know.

The Caammaxn. Proceed, Doctor.

Senator McLean. Well, how was this compromise of $100,000,000
brought about?! As I understand it you had something to do with
negotiating this. '

Doctor Kiesseraca. Yes: we discussed this question of compen-
sation for ships, the Secretary of the Treasury, Mr. Mellon, and
myself, and his position, was that it would be impossible to allow
any compensation without knowing how much could be at stake,
and therefore it should be limited, and I admitted that would be
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the only way to end this question, and then we agreed to the amount
of $100.000.000, after several discussions,

The Crramyan. That is, not to exceed $100.000,0007?

Doctor Kiessersacm. Up to.

The (nHamymaN. Not to exceed.

Doctor Kiessernacu. Yes; not to exceed. Including the patents
and including the radio stations,

The Cuamyax. Have yvou led the owners of those ships to believe
that it would be $100.000,000?

Doctor Kiesserpactr, Well, they would not care much, if I may
say so, for my judgment. ‘They know much more about the value of
the ships than I do. .JAnd they have never asked my opinion on
that. They feel quite sure they can prove their claim to the full.
I am not an expert, and it is not for me to indicate that.

The Cuamemax. No. 1 asked the question directly, but perhaps
I should put it this way: Has there been any discussion between yon
and any representative of American interests, and in that discussion
have you been led to believe that the amount would be $100.000,0007

Doctor KirsseLpaci. Between the American claimants and my-
self, no.

The Cuammax. Or any representative of the Government ?

Doctor KiessenpacH. No.

Senator Joxes of New Mexico. American officials, or any one?

Doctor KiesserpacH. No.

Senator Joxes of New Mexico. Well. was there not a proposition
made by Secretary Mellon or Mr. Winston which practically indi-
cated that the amount would be £:i00.000,0002 And was not the
estimate of the amount to be allowed for those ships placed at
$100,000,000 in fixing up the payments under the House hill?

Doctor Kiessenpacu. No.  This amount was reached. arrived at,
last November 25, when I had my first discussion with the Seeretary
of the T'reasury, Mr. Mellon. At that time we came to this lintation
of compensation of $100.000.000, and from that time there has not
been any discussion on that question, sir,

Senator Joxes of New Mexico. Well, I notice in the tabulation of
payvments to be made under the House bill, as reported by the chair-
man of the Wayvs and Means Committee of the House, that there is
anplied to the individual national claims of the Americans $50.000).-
000 on account of these ships, and that the shipowners themselves,
if they got anything, would be expected to get it in addition to the
$50,000,000. it you will just observe that report, and I have no
doubt you have, you will find that there is included in these pay-
ments to the Aerican claimants $30.000,0005 first, $25.000,000 in
1927, and then $25,000,000 more in 1928, and thus applying
$50,000.000 of ship money to the payvment of these other claims.
And so if the shipowners got their 50 per cent, which they were led
to believe that they wouid get, there would have to be an appropria-
tion of $50,000,000 more. would there not?

Doctor KiessersacH, Yes.

The Cramrmax. You can continue with your statement, Doctor.

Doctor KirsseLsacH. If you will ask me questions, Senator. I do
not feel entitled to make a statement.

The Caamyman. Oh, you may make any kind of a statement you
wish.- I would like to have you give to the committee your views as

oew
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to the bill, and if you have anything further to say as to the agree-
ment that was reached between the claimants of Germany and the
claimants of America, represented by yourself and Mr. Sidley, we
would like to hear it.

Doctor KiessersacH. Well, I feel that this agreement is a very
fair one, and I wonder whether I am allowed to give here our
German point of view of the legal situation arising out of it?

The CaAmMAN. Yes.

Doctor Kigssersacu. If you will allow me so far, I do not quite
agree with what Mr. Bonynge has said here yesterday. Yesterday
he dealt here with the treaty of Versailles, but after that Germany
has made the treaty with the United States, the treaty of Berlin,
and in that treaty it is said that the German propecty shall be re-
tained in the interests of the private American claimants till Ger-
many has made suitable provision. Now, my personal belief is that
this means that even if the treaty of Versailles would provide for
liquidation and right of confiscation, this clause supersedes; it means
a new agreement between both countries, agreeing that the property
should only be retained and that it shall be retained until we have
made suitable provision. And I beg your pardon, gentlemen, but I
am sincerely of the belief that Germany made suitable provisions.
You know that under the Dawes plan Germany pays the utmost that
it can. That is acknowledged by every country.

Germany is paying now two billion and one half beginning next
vear. And later on the United States went to Paris and the allied
and associated powers divided what Germany has to pay between
themselves, without asking Germany, and the United States was gen-
erous enough to take only 214 per cent. DBut this generosity, in our
opinion, was dealing with the allied powers, and not with Germany.
Germany was not a party to that agreement. If the United States
would have insisted, and the United States as the most powerful
nation could have insisted instead of getting 21/ per cent, on getting
20 per cent, nobody would have disputed but that we would have
made suitable provision. Therefore my position is, and that is
only for my own belief here, that really we did what we could,
and that it is not our fault if what is going to the United States
is not more.

The Cuamyan., And of course you are perfectly aware that
they did not want to give anything to the United States. And it
took a great deal of time and a great deal of talk to get even the
21, per cent.

Doctor Kiessensacu, I know that, but it is not our fault. It may
be the fault of the Dawes plan.

Senator Harrison. Well, that was between the allied countries too,
you are speaking of ¢

Doctor Kiussersacu. Of course we are not a party to it.

The Cuairsan. The two and a quarter billion that you are
referring to are gold marks and not dollars?

Doctor Kiessziacir, Yes. And to continue further, I am quite
sure that even if GGermany would have difficulties in paying, and
some other solution of the problem should come up, that under all
circumstances Germany will pay what it owes to the United States.
It is not so very much. It is only these $250,000,000 occupation
expenses, and then it is about $200,000,000 and something more of
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Government claims and private claims here. And it is of the utmost
importance for Germany to strengthen the relations, to improve the
relations toward the United States; it is of so mu . importance that
I feel quite sure that whatever happens, except if the allied powers
do not allow it, Germany will pay these amounts. And that is not
only my personal opinion, but I know froin my discassion in the
foreign office over there that it is the firm belief and the fast purpose
of our Government to act in that way.

The Cuamyax, Do you believe that Germany will pay the
132,000,000,000 gold marks? :

Doctor Kiessersaci. The whole amount ¢ .

The Cnamryran. Yes.

- Doctor KirsseLpacit. I do not know.
The CuairmaN. Well, unless she does the claims against her will

never be paid in full.
Doctor KiesseLsacu. There may be a new arrangement. I do not

know what will happen, you see. .
The Cuamryan. Well, T wanted to get your view of it, whether
you really thought they could be paid in full or not.
Doctor KiesseLsacH. I believe with even these 2,500,000.000 gold
marks we will some time have some great difficultics, especially the
transfer of it. But it may be that Germany can pay that. Yon

know last year there was an improvement in the condition of Ger-.

many, and that Germany paid a considerable part mnore than she
agreed to pay.

The Cuamrman. But what is the sentiment over there? What is
the sentiment in England and France as to whether Germany will
continue to pay this 2,500,000,000 marks ?

Doctor KiessensacH. I do not know that. I am a private lawyer,
and not in politics.

The CuamrmaN, Evidently. the doctor does not want to express
himself, and so I will not press it any further.

h]ﬁ)oatov Kiesseisacr. I would not assume to say anything about
that,

Senator Smonrribge. Mr. Chairman, may I interrupt and ask
this question right there while it is in my mind? I understood
vou to say. Doctor, that this property of the Germans should be
held until Germany made suitable provision to compensate, or re-
imburse, take care of, her nutionals, What “law has been enacted
by Germany, what done to take care of her nationals should we
retain their several properties?

Doctor Kiessersacu, May I make one remark? My friend Mr.
von Lewinski, tells me that I misunderstood a question here. What
I intended to say was that I believe that Giermany has made suit-
able provisions to pay the American claims, and my friend tells
me that the question asked is what suitable provision Germany has
made to pay the German owners. I have not answered that ques-
tion. I suppose now you asked that question, Senator?

Senator SHORTRIDGE. Yes.

Doctor KirsseLsacH, Germany has enacted a law, and under
that law on the average the German owner gets 214 per cent of
the pre-war value of the property. Not of German property seized
in the United States. This property is not compensated for at all,
because the position of our (overnment is that it is not confiscated.
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but only vcetained. But so far as property is confiscated, for in.
stance, in England and France we got that compensation. Oxly
in some countries was the property confiscated. Other countries
like the Latin American countries have not confiscated at all, but
have returned the full property after peace.

Senator Joxes of New Mexico. Well, their people did not have
any claims against Germany, did they?

Doctor KiesserpacH. They did; yes.

Senator Joxes of New Mexico. Did Cuba have any claims against
Germany ?

Doctor Kiessersacu. I do not know. but Brazil and these South
American republics had. If I may give you the names of the coun-
tries that released all the property: Belivia. Brazil, Cuba. Ecuador,
Guatemala, Honduras, Nicaragua, Panama, Peru. and Uruguay.

Senator Joxrs of New Mexico. Now, did the nationals of those
countries have any claims for injuries during the war?

Doctor Kiessensacir. I feel quite sure they did.

Senator Joxes of New Mexico. Well, they did not enter the war?

Doctor KiessersacH. Yes; they did.

Scnator Jones of New Mexico. C'uba did. of course.

Doctor Kiessensacu, All these countries did.

Senator Joxes of New Mexico. And were they parties to the
Versailles treaty ? ,

Doctor KiesseLaci. Yes. They signed it.

Senator Joxrs of New Mexico. Well, what has been done with
respect to claims of the nationals of those countries against Ger-
many? The claims against Germany by the nationals of those
countries ?

Doctor Kirsserpacir. I can not tell you, sir. I do not know that.

Senator Joxrs of New Mexico. Have any claims been presented
by any of the nationals of those countries to any tribunals, or to the
State Department of the United States, or to the State Department
of Germany, or anywhere else?

Doctor Kressernacu, T can not answer. As I said in the begin-
ning. I am a private lawyer, and the only point on which I have to
work on these questions ix the American question. T have never
served in the Foreign Office. I have never been in public life. It
is not that I do not want to answer. I can not answer. I do not
know these facts.

Senatci Jowses of New Mexico. Well, the reason I am asking these
questions is that my information is, and I am not assuming it to
be correct, doctor—my information is that none of the nationals of
those conntries have any claims against Germany for injuries during
the war. And that therefore they simply had German property
interned in their countries during tixe war, but their citizens did not
suffer any damages by reason of the war.

Doctor KirsseacH. If I may make this addition, sir. I feel

uite sure, first, that theye is a very close commercial relation between
these countries and Germany, especially for instance. Hamburg,
and. therefore, I do not doubt for a moment that very important
private debts have existed between these countries and Germany,
and you know these debts were also a lien on the property. Further,
all these countries shipped very large cargoes during the war, and
you know that very many ships were sunk, and therefore, it is my
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belief—it is only my guess—that cargoes were lost and the people
lost by them. , '

Senator Jonrs of New Mexico. And so far as you know, then, no
provision has been made between Germany and those various coun-
. tries for the settlement of any claims which the nationals of those

countries may have had ageinst Germany ¢

Doctor KiksseLsacH, No; my belief is that the private creditors
have settled directly with the private debtors in Germany, as very
many countries did.

The CuairMaN. Just at this time, Senator, I had better put into
the record the estimate of claims submitted by the allied and asso-
ciated powers up to February 4, 1921, and that list, which is co. -
tained in the report of the Reparation Commission, will show the
claims submitted for every country, beginning with France and in-
cluding the British Empire, Italy, Belgium, Japan, Czechoslovakia,
Rumania, Portugal, Greece, Brazil, Siam, Bolivia, Peru, Haiti, Cuba,
Liberia, and Ioland.

Senator McLean. Who prepared this?

The CuamrMan. The Reparation Commission prepared this list.

Senator McLean. And does it include the claims of the nationals
in South America, do you know?

The Cuammman. I think I mentioned Brazil, Bolivia, Peru, Haiti,
and Cuba. ,

Senator McLean. Do they amount to anything?

The CHammmaN. Oh, yes. Brazil’s amounts to 1,990,192 pounds

sterling.
Senator SHorTRIDGE. Is that a claim of the Government or the

nationals of Brazil?

The Cuairsax. The nationals and the Government, but the Gov-
ernment put in the claim. Siam has 9,208,966 gold marks. Bolivia
has 16,000 pounds sterling, Peru has 56,236 pounds sterling. Cuba
has $801,135. And Haiti has $80,000. L

(The list presented by the chairman for the record, containing the
original estimates of claims submitted by the allied and associated
fowers up to February 4, 1921, is here printed in the record, as

ollows:)



l France British ¥ -
DAMAGE TO FROPERTY
Replace ment value

A, Industeinl damage .. ..o .eeiouoeimneeinnaeraneaaan. eecmnne weeenai BB,RE2,521,479 French francs..
B Damage to rroperty bailt upon .................................. . dr',S‘)Z,ﬁOO 000 French francs..
,. Damage to fUrnitUre.. ... oo o cmecevererecmecracmarenrnmnan 1 25,119,500,000 ¥rench francs..

D, Damage to groperty not built upon....... ceamemenesnenan~aeemweea! 21,071,546,225 French francs. . 27,036, 156 pounds s*
E. Damage to State property .....eceaueaans e memam—nn maman weef ,958 2I4,w3 French francs...
F. Damage to public works....ceeveuecevacnn. eemmmmann eeel 1,583 209,425 French franes. ..
Q. Other (AMALC. e encccnvocnnncanncnans O, ...l 2, 6.;9.885,000 French francs...
Shipping 10SS0S..cvccancaccaccncennccancaane roemmmctuensnean—.. wemaan ! -:.009,!‘18 722 French franes....| 763,000,000 pounds .
Inlond navigation...ceeueeeee-... e ememananan e anee I, veeen| 4,600,000 pounds 5:
Special: f

Algeria and colonles. ... euneeneecmnnnn.. ——— —emmenemmemmenno—n ! 10,710,000 French franes. ... ... ...

ADEOA e ae it ctcmmecancrnmvrecancraraccearereamnn e nn——n 2,094,825,000 French franes... 24,910,750 pmmds
5 per cent interest on the principal (33 miliards In round figares from 3 120,000 000 French franes...f...o... . ccnennnn .-

t
Nov. 11, 1918, to May 1, 1621, that is, 30 months in round figures), |

DAMAGE TO PERSONS !
*A. Military pensions and compensation of the same nature (par. 5, 60,0%,690.000 I'rench htmcs..; 1,706,800,000 pounds

annex 1),
B. Alowances to !amllies ol mobilimd persons (par. 7, annex 1)...... 12.936,956,824 French frnncs...! 7,597,832,030 francs. .

Civiliang (pars. 1, 2, 3, nnex 1):
(a) Pensions granted to eivman vlcums of the war and their do- 514,465,000 French francs. ...

penden 1).
(b) Malnl-e:)tment of civilians and prisoners of war (pars. 2, 3, ' 1,869,230,000 French francs...' 36,040,360 fraics
ang ARyt TS e e e o0
(c) Assistance to nrlsoncrs of war and their fanilies (par. 6).-..... 976, 906, 000 French franes. ..
(d) Insufficiency of w :\% 1V ) D SR 223,123, 313 French franes. . .
(3] Dx(ncuoug)imposed y ermany upon the civilian populatlon .267,6l5.930 French franes.ccicoeecanaecvevcacane. -
par. 20).
Grand total. ....oeenacaaeaccaannnn emedcmereneennecvaanaea ce——a- " 218,541,666,120 French franes.: 2,542,’07.3 pounds.

|
; i 07,852,080 1~
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francs..

“francs..
* francs. .
" francs..
* francs...
“francs...
“francs.. |
" franes...

camsemacen

ANCS.an..
“francs...
“francs...

“ francs..!
~ francs..

rancs....’

francs...|
francs. . .i
—franes...
fraucs...

* British Empire

7,036,450 pounds sterling..... 5,405,833,500 lire. . -
763,000,000 pounds sterling... 128,000,000 pounds sterling

"24,040,559 pouads sterting... LTI

1,706,800,000 ponnds sterling.  31,041,800,000 francs
7,607,842,086 francs

i lialy

© 1,541,185,000 lire ..o ...
. ,810,720,000 live -

Replacement value

5,101,186,000 Jire . -

1,484,615,000 lire........... .

(approximate),

4,600,000 pounds sterling...... e e eermemmeneieseeeneeeeeememsueeneoncaaenanann anie

. 6,885,130,395 francs. .........

112,153,280,000 lire......... voen

.
Belgium i Japan
Replaceme nt value i
8,316,086,125 Belgian francs. |
|
E SBO006 Nen. ... L. L.

21,357,252,074 Belginn franes..
i
184,708,250 Belgian frnm-s-...i 2

1,657,285,5612 French franes...
730,930,484 French francs. ...
496,131,000 Belgian francs.... 9
360,332,652 Belginn francs....

144,000,000 Belgian francs. ...
3,305,534,802 Belgian franes ..

07,503,000 yen

,974,000 yon

Pstimale of claims submitted by the allied and associa

0,204,000 et euu.. X
454,063,000 yon. ..o nl .

feemeameecettm mnsrmr e anm.

* francs.| 2,542,707,375 pounds sterlin

7,607,832,086 francs.

R}

33,080,830,000 ire; 37,026,
: ""140,305 francs; 128,000,000

i pounds,

34,104,647,803 Belyian franes ;
2,375,215,46 Freneh francs.

BRLTTH00 Yenocoenanna. ..

Serh-Croat-Slovene State

Rumania Portugal Greceo

B
1

1914 value

1,931,240,000 dinars... ... '

1 B13,000,000 dinars......... . ..
HBO2,576,00 tinars . ..
< 13,727,6810,000 dinays

44,850,000 franes. ........... :

2118,304,785 francs. ... ....
200,000,000 franes. ..
875,000,000 dinars

)
¥

s TSROLNT gobd franes L LTTL907 ol conlos 1,983,182,042 gl franes. .

23,075,000 gold francs. ...

32,307 gold contos ..
5,782,000 gold francs. . . ...

0,206,603,076 gold fenties .

-' 697,741,434 gold franes. ...
416,703,847 gold franes.. ... ‘
|

407,007,763 gold francs.. . ..
R aimeeceonaan

12,100 goldl contus
1436 gold contos

- 1,286,000,000 goid Tranics. .

cenenna

8,406,001,000 dinars; 19,219,
700,112 francs,

31,090,00,188 gold francs_ ., 1,044,201 gold contos........

e e e et e 4,902,788,739 gold franes. .

REMARKS

Haly: (1) Italy has exciuded from her valuation, damages relating to her newly-redeomed provinces, Sian: The
(2) Paragraphs A, B, O, DD, I, ¥, under damage to property compared with 1hose of France shotild be Siameso detact
considdered as o whole and not separatoly, especially in regard fo industrial damage and dumage to public | Serb-Croate’
wotks; France has included her railwaysunder industrial ¢ amage, and Italy under daniage to public works. , Czechosloval
(3) "T'he figure given for damage to civilians is subject to agrcement in regard to gencial principles. i thewar,

dapan: 1 gold mark=0.478 lyen. | Liberia: 1,82

Brazil: (1) £303,018 are incfuded under shipping losses for insurance of vessels and cargoes; (2) £1,071,830 | proporty,
for loss of profit through dispossession, and £454 for confiseation at Derlin of goods belonging to a Brazilian
citizen are included under damage to property. H '
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-2 allied and associated powers up to February 12, 1921
I . ! ;
Wdees ! Brazil Czechoslovakia } Siam Peru : Cuba
N | 1
i i ‘;
| By the was 6,904,228 096 !
! : rnincs;kr;,m4,-.:-17.(.mo Czech- l : . |
e e . R0 pounds sterling. . oslovakian crowns, . 1914 value ! 1944 value 4 ;
1,855, 182,642 okt franes .. . A ! {8y Bolshevic invasion: [38,061,453 g T IPUR D ‘ ’ ! : s . e
SIS pold franes ‘{..sls.-hn. fones...... - . ! bml',_,g‘l’(*“"!?t },ral&:wil;“l":d-;g:- 5,001,458 gold warks. oo 12000 pounds sterling .. o' 150,000 fUNES. ... .. aeee) 152,508 (EANCS cooenneananas) 285,135 ONBES. . oerranaannd 1
X 169,845 Czechostovakian ' ' !
. i Crowns,
_1 623,075,000 gold francs... ... § W07 potands sterling. ... l .............................. 1
| 5,782,000 gold FINES e i ieecmrmmenaic v anios ieesasasaacaans -
N 1 ~ua-
aje® sme s tame . s s man RS - PRI T
I cean
.? ’ o
| ! :
F 6U7,700,484 gold franes. .. . i 16,001 grontuls sterding . . P o L1240 gold marks. .. ..o. 4000 pounds sterling. . ..l oL . e 150,000 franes; 20,000 dollars.) 516,000 dollars. .............. 1
.| 497,007,763 gold franes. .. .. : e e e e . 936,857 pold mavks. ... U oo I S s
Ir__. .............................. ' cerersseccsesmsnenunnen coovna
1366,000,000 @oid Tramgs, oo 7T s 182,638 Bold MAYKS. o oeeenee R i roooaenes E ity 200,000 francs; 60,000 AONAIS. ..o eeerrermecmenneracnnnns|lg -
CammAremr st AmANNEL RN NG A mMRE TemsreaAmemEmENessAsCAMNeNSES, dacstesm LR o s SNy R as e 'V lemeascmcncscnsccsanncanncnnnsajonnnae e amomemnsesaanans v 4
| . : e camen|earsccncrecanaancnonensnensen
4,992,7688,730 gold frades..... U 508,406 franes; 1,040,192 | 7,612,432,103 (ranes; 7,063, © 9,203,966 gold marks........ .. 16,600 pounds sterlin 6, oun ; . ’ 1g -
e . pounds sterling, i 117,835 crown, TR ! s 3 '1%%?005’ rrgnc‘;.s sterling; | 80,000 dollars; 532,603 francs... 801,135 dollars............. 3
: .
| | | L
REMARKS T T
rovinces. Siam: The claims do not include 924,048 gold marks, also claimed by Sians, represonting the cost of the
ould b Siamese detachment of occupation, which consequently raises the grand total to 10,128,914 gold marks.
_ public Serb-Croat-slovene State: | dinar=1 gold frane,
cworks. 0 Czechoslovakin: Estimate in taking February 8, 1914, as the date upen which Czechoslovakia enteredd
. 10 war,
Liberin: 1,326,635 «tollars claiied by Liberia for loss of custols duties are included voder dawmnge to
1,071,839 proporty.
Brazilisn




. " European Danube Com-
(,ulm‘ Liberia Poland ‘mission
16,135 ONOFS. ..eoeeeeennsi 1,345,435 dollars. .. _....... - {'2'09"“”&%030 gl;l’m!f;ms' }1,834,800 gold franes,
-
............................ 116,000 AOMArS... .o _cce. cenucar e iccicnanaccccecnsaseasitacr et mecnacncesomasannae
............................................................................ T
16,000 AoMArS. . .enennneeeee 115,000 doNArS. - ocooovo-......
i49,818,830,960 gold franes. . ... 488851 1o 1548 Fronoh
: S,
""""""""""""""" 2,400,707 do)lars........-.....i
1,135 dollarS.enerccanaee . - 1 3,077,142 dONBIS. e eeereare.- ' 21,913,269,740 gold francs; | 1,834,800 gold francs; 15,048
; 000,000 gold marks, French fraies; 488,851 lei.



) ~
. RETURN OF ALIEN PROPERTY 189

. Senator Jones of New Mexico. Well, now, who can tell us what
arrangement has been made, if any, for the payment of those claims?
The CHamrmaN. Well, I do not know whether the doctor knows.

Doctor KirsserBacH, I can only remark this, Senator: You see,
the greatest parts of the claims are reparation claims, and the repara-
tion claims are to be paid under the Dawes plan, and the greatest
part of what this Mixed Claims Commission here has allowed are
reparation claims, too.

Senator McLran. Well, do these include reparation claims and
economic claims?

The CrairmaN. All sorts of claims,

Doctor Kiesseipacu. If you will allow me one explanation. All
countries except the United States have simply presented total
amounts representing their reparation claims to be fixed by the’
Reparation Commission. The United States has followed its tradi-
tion of arbitration, and has prepared every single claim as far as
it falls under the reparation clauses, and these claims were submitted
to the Mixed Claims Commission and are adjudicated there, to-
gether with the claims arising from the economic clauses. There
you see the difference. Other countries have submitted to the
tribunals set up under the treaties only the claims arising under
‘such economic clauses. All other claims are not private debts, but
reparations in the language of the treaty and are to be paid under
the Dawes plan. I may add that the very greatest part of what we
have allowed here falls under the term of reparation claims.

Senator Jones of New Mexico. Well, now, I think we ought to
put in at this point the allocation of the funds under the Dawes plan
lv;vhich was entered into under the Paris agreement, so that we may

now.

The CuairmaN. That is, the percentages?

Senator Jones of New Mexico. The percentages. :

The CuairMaN. Beginning with France at 52 per cent, and run-
ning down to the United States of 21/ per cent.

Senator Jones of New Mexico. Running down to that, including
all these countries.

The CrammaN., Mr. Phenix will prepare it in one statement, and
it will be put in the record at this point.

(The statement of the allocation of funds under the Dawes plan
is here printed in the record in full, as follows:

28623—27—-13
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TABLES REPRODU(,ED FROM THE REPORT OF THE GERMAN GENERAL COMMISSION
FOR REPARATION PAYMENTS, DATED NOVEMBER 3, 19206

Exumsir L--Composttion of the German annwity under the experts’ plan'
[In millions of gold marks])

14928-29
and thereafter
“standard
- . year”
Budget
1927-28 1,250
1026-27
Budget
500
Supplemen-
2{| tary budget
1025-26 contribution
TR 300 a
1924-25 B‘;"s.?“ B\{(liget T""t":fo" t Transport
I — 200 tax
290
. Transport . I
'l'ratnsport tax Interest and Interest and
08X 200 amortization amortization
250 on the on the
German German Qerman
external Interest on Interest on industriat industrial
losn 1024 the Gerican the German debentures debentures
200 industrial industrial 300 200
debclggures debcé%ures
Interest Interest
an and
Interest Interest amortization amortization
on tho on the on tho on the
l(t}&lmgg geylman gemlvgg geﬁman
ailway a| aflway
tlh'z“gg%g:‘ Londs bonds bonds bonds
Railwaybonds 505 550 660 660
200 7/
1,000 1,220 1,500 1,750 2,500°

1 The annuity year runs from Sept. 1 to Aug. 31.

3 The plan fixed the third annuity at 1,200,000,000 gold marks, 1t provided, however, for two con-
tingent supplementary contributions, payable from the German budget in the fourth and fifth an-
nuity years, amounting in the aggregate to 500,000,000 gold marks. By an agreement between the
Reparation Commission and the German Government, executed Sopt. 8, 1026, the two contingent
supplementary contributions have been replaced by a single deflnito payment of 300,000,000 gold
marks, to be made during the third annuity year. .
tha St;b]ect to increase as from 1928-30 vnward, depending on the indox of prosperity desceribed in

e plan. .
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ExtiBir IL—Final distribution of first annuity, showing shares of the respective

porwers

[In thousands of gold murks}

| f i I
}

Army costs .
.| Belgian . Restitu- : ‘\;::l""({fi‘“ Repare-  Total
[ |wardebt, tion ., gire tion share
Arrcars | Current ! ! 1o
NI UV '
' ] !
1 France.. . eeeceecueneano. o.«uzf 110,000 ; 16,663 | - 1454,512
2, British Empire........__._. 4880 [ 25,000 | 14,300 | 101,047
E R 1 71 L ! 66, 814
4, Belgiom ... : 2115,047
5. Yerb-Croat-Sloveue State. .. i 33,435
6. United States of America. .. | 15,359
7. Rumania : 7,534
[0 1175711« SO 5,005
9. Portugal..... [ 5,006
10, Greece..ooevecnenaan 2,669
1. Poland. . ceeieaaa L 129
Total..... cemccrmanaananan 11, 250 ' 160, 000 36,310 | 7,262 15,350 667,275 807,456
i I . : :
Interest received and gain In exchange (less discount paid) included in the ahove distribution. ... 256
! ! ' ——
897,201
Service of German oxternal 108N, [.oeeeecaecliaaae: mees crramcrcen cccccrne]ecenctneai] e emne e - 76,97
Costs of interallied comamnissfons |...oc.en-. e aua. 25,820

Total of first annuity. ...

t Subjoct only to a possible minor modification in the distribution of the nmount allocated to restitution,
1 These figures give effect to an agrsement hetween the Belgian and French Governments whereby a
portion of the total share accruing to the iatter, und amounting to 30,000,000 gold marks, has heen made

available to the former.

Exumnr IX—Revised distribution of second annuity, showing shares of the
respective powers

[In thousands of gold marks]

i ¢

Army costs . Amerd
e Belgian | Festitu- | l‘,’:f.‘eﬁm Repara- | Total
: ~wardebt; tion | claims ton sharo
Arrears ; Current i 1! :
| 1
1
1 France....ueceecceananneues 10,628 ‘ 110, 000 : 21, 238 5,677 |.uneaaeen. 436,241 | 1583,784
g. lfiriltish Empire.. 80181 25000 18,237 1M 187, 102 238, 485
3 (1) L S, : '

4. Belglum.__.--T7007007070 !

3. Serb-Croat-Slovene State i
6. United States of America. . |.cconooocit oo aneedlommocnnasoneecaolf 19,876 |oooooo. ... 10, 678
7. Rumania. . recenlaneeaccncclerniereann 9, 356 9, 602
8, Japan...... 6,378 6,378
9. Portugal. 6,378 6,378
10, Greece. . 3,402 3,402
1 B (0 FTT; 1IN NSRRI SRR RPN IR {1 1 AOSUO SRR 165
Total..ooueeunann. ceene] 18,040 | 160, 46,27 9, 256 X 850,462 | 1,104,219
Interest carned and gain in €Xs feeveecee.. - - ROUN S SR, 3,176
change included in the above i f-semcrane o
_ distribution. 1,101,062
Serviec of German external 1oan e ool neciaoieciiinnailenaena caoforavan cenalececnnuens 92,234
Costs of interaliied commissions.. - 19,294
Discount on railway interest....|._.o...... »410
Total of second annuity.. l....... . 1,220,000

1 These figures givo effect to an agreement between the Belgian and French Governments whereby o
portion of the total share accruing to the latter, and amounting to 6,000,000 gold marks, has been imade

avajleble to the former, «

-~
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.

Exmnit IV.—Approximate distribution of third annnity, showing shares of the
regpective powers

fIn thousands of gold marks)

Ay costs Ameri !
e e i e Belgian : Restita- | AROTEN | Repara- | Total
Arvears | Current war debtf tion claits | tion share
i

et e e e ae + anm e orenem | oo e |+ - ! .
1, France. ... ... 14,250 ;110,000 26,242 ; 7015 |, ....! 583, 913 741, 420
g. trll(ish Empive.... . ... 10,760 26,000 | 22,534 };’3 R cedt ‘245,0:';2: 304, 414
3. Itnly......... e memeaees T 36 1. 4, & 44, 700
4. Belgium oI 295,000 | TR0F, 3,507 1 Uoramose | 4208
5, Serh-Cront-Slovene State. . ... . fooicieoiiernen coae . | & I S 147,278 47,391
6. United Sttes of Amerien. .., 58,600 [l frmrenraan 24,180 ..., 70, 189
;. }(umnum ............................. 305 ll,&)’a’ ll,ggs

L JODMI. e e : 8,

9. Portugal. . 7,002
10. Ureece. .. 4,208
11, Poland.... . 203
Total i 7 1,050,862 | 1,383,071
Serviee of Germanexternalloan.' .. o ... feeooeeoiifoiaianaa. Joeareacema]eraneeonosfovannanoan 81, 500
Costsof interaltled commissions. .. ... oeoeaooii]orninanes R O U 18,350
Discount on railway interest. .1 oo e feerieaanan RPN F A AR 6,479
Total of third zmnuity....: .............................. | .............................. 1, 500, 000

1 In accordanee with article 20 of the finance ministers' agreement of Jan, 14, 1925, o deduction of 10 por
cent has been made from the total sharves of Itnly and Servia,  ‘The sums thus rendered nvailable have heen
distributed nmong the powers in arrenrs on the basts of the provisional percentages notitied by the Reparas

tion Commission,
4 In accordance with articles ¢ B and C of the finance ministers’ agreement of Jan. 14, 1025, the reparation

share of Belgium has been reduced by 3.6 per cent and the amount thus released has been alloeatod to
France and the British Empire in the proportion of 52 : 22,

The Ciramaax. Now, Senator Shortridge, in answer to your ques-
tion I want to state that in 1924 Germany paid 320,710,000 gold
marks for confiscation damages and other war losses,

Senator Suorrrince. Paid to whom?

The Ciamman. To their nationals.  That was your question; to
the German nationals.

Senator Suorrringe. Precisely.

The Caamman. That is what I thovgh you asked.

Senator Suorrringe. I did.

The Cramman. Yes. The amount paid for confiscation damages,
17,400,000 gold marks. Shall I give for the record the dollars or
the marks? They are both given here.

Senator Suortrivee. Well, if it was the normal value of the mark.

The Cuairman, Gold marks. Amount paid for other war dam-
ages for that year, 1924, is 82,100,000 gold marks.

In 1925, the amount paid for confiscation damages and other war
losses was 73,000,000 gold marks. Amount paid for confiscation
damages, 89,700,000 gold marks. Amount paid for other war
damages, 196,500,000 gold marks.

In 1926 the amount appropriated for confiscation damages and
other war losses was 50,000,000 gold marks. Amount paid for con-
fiscation damages, 4,400,000 gold marks. And for other war dam-
ages nothing was paid in 1926, or the reports so show.

Senator Suorrrinee. Well now, were those several amounts paid
to the German nationals?

The CuairmMaN. To the German nationals.

Senator Suortribge. On account of damages suffered by them

through acts of the United States?
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The Cuamman, Oh, no. Throngh loss in the war. ‘That was
confiscation, too.

Senator Suowrrivce. That was on account of losses suffered by
them through the war, by whomsoever those losses were caused?

The CiairMan. And in whatever way. They ave sepavated heve,

Senator Joxes of New Mexico. But, may I add. ('Il\ivﬂ_v. if not
entirely, because of property of German nationals taken over by
England, France. Bo}ginm. and other countries who were engaged
in the war against Germany, and parties to the Versailles treaty,

Doctor Kiessensact, These sums, as far as 1T know, include also
the compensation for the 100000 people who were expelled, for
instance, from Alsace Lorraine and from Poland and so on. and had
to come back to Germany without any means of subsistence, and
therefore, it is not only compensation for confiseation of property,
but these sums include much more, s far as I remember, the State
Department has asked for information on this point. and onr embassy
has given full information on it, and there is a German note, which
is printed somewhere,

The Criamearan, This is the note. T quoted from the note,

Doctor Kigsserpacite Yes. There is the remark that as to the
compensation for property confiseation, a~ far as payinet has heen

made, it amounts (o 215 per cent on the average.  And Nmeriean
property has not been compensated at all. The property of Germans
i America has not been compensated at all,

Scenator Joxes of New Mexico. Well, may 1 ask why it was that
Germany only paid her nationals 215 per cent of the aconal value!?

Doctor Kirssersaci, Because the allied powers insisted on getting
first their payment, and Germany weni bankvapt, you know. and
was not in a position to pay to the German owners in full.

Senator McLean, Welll is this 214 per cent payment on account?

Doctor Kiesseipacn, No: it is a final payment.

Senator Mebean. But they took receipts in full? .

Doctor Kiesserpacn. Yes: it is a final pavment.  Under the law
there is no right left for any more payment.

Senator Joxes of New Mexico. May T ask whether or not, in arriv-
ing at that 216 per cent, Germany took into consideration the fact
that owing to the depreciation in gold value of the German mark
that other nationals of Germany lost practically all of their property
which was in the shape of debts or bonds or credits or anything of
that sort¢ They practically lost it all, those people who were in
Germany and had such property. Now, may I ask whether that
fact was taken into consideration in settling with these German
nationals to whom you have referred on the basis of 215 per cent?

Doctor Kizssepacit 1 can not answer that question. I was not in
Germany at that time. I have not followed the parlinmentary nego-
tiations, and 1 have not studied the law so far,

Fhe Ciairmax, Well, do I understand that German nationals arve
only paid 214 per cent of their claims?

Doctor Kigssgrsacn, I know only what I can speak of for myself.
I owned property which was seized and confiseated in England,
and T got 215 per cent compensation for that property which was
confizcated.

)
4
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The CHairman, Well, I notice Germany has paid to her nationals
already nearly $124,000,000. Do you mean to say that that is only
214 per cent of the claims?

Doctor KirsseLsach. For the average of the claims it is, because
as I said before, this does not include only compensation for con-
fiseation, but as far as I know very large amounts are paid for some
other reasons. For instance, the people who lost everything by
being expelled, expatriated.

Senator Joxes of New Mexico. Expelled from Poland, etc.

The CuairmMAN, Yes; I understand.

Senater McLEaN. At the time this settlement was made what was
the exchange value of the mark?

Doctor KirsseLpacu. Pardon me?

Senator McLeax. At the time this settlement of 214 per cent was -

- made what was the exchange value of the mark?

Doctor KiesseLsacu. I can not tell you.

Senator McLraN. Well, was the settlement based upon that?

Doctor Kirsserpacir, It was based on the pre-war value. This
property confiscated in foreign countries retained its value.

Senator McLrax, Well, if the value of the paper currency in
Germany at that time was only 21, per cent of the gold value
of the mark, why, they might have settled on that basis as
they settled with everybody. They miﬁht have paid them their full
debt in paper marks and still it might bave been worth only 215
per cent estimated in gold.

Doctor KiesseLsacH. Will you allow me a remark?

Senator McLean. Yes.

Doctor KirsseLsacm. You see this property was not property in
G\flarman marks, but it was property in good English pounds, or
others.

Senator McLeaxN. Yes; on that basis.

Doctor KiesseLpaca, And therefore they comgensated on the
pre-war value, and the property owned by the Germans in these
countries was more than 11,000,000,000 gold marks. It was a tre-
mendous amount, and even 214 per cent of it is quite an amount.

The Cramrmax. Well, they have paid about 8 per cent of that
amount.

Senator McLeax. Well, they might have paid their domestic
obligations in full in marks when those marks were worth only 2%,
per cent in gold, and liquidate those debts. .

Senator Jones of New Mexico. Well, we can ascertain the facts,
Those amounts were paid in 1925,

The Cuamrvaxn. 1924, 1925, and 1926, ,

Senator Jones of New Mexico. 1924, 1925, and 1926 when the
German mark was practically worthless.

The Cuarrman. Doctor, you made a statement that you thought
that there was a final settlement on those claims. I think you ‘are
mistaken. I think they are under arbitration at this time.

Doctor KiesseLsacu. May I answer that? If I get as a German
my compensation I make a final settlement. Now, the Germans
tried to get our Government allowed to pay under the Dawes install-
ments, and, of course, if they would have succeeded in that they
would have a right to and would get 2 new right to further compen-
sation. But if they did not succeed in that they have no right
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against the German Government to get anything more than what
they have already received.

The CrairMaN. Well, I know that the question is in arbitration at
the present time. I did not know what the result was going to be.

Doctor KiesseLBac .. Yes,

Senator Jonks of New Mexico. Now, Doctor, may I ask: If all
of the Germans who had property in Great Britain and France
and Belgium and Italy and some other countries cnly received 214
per cent of the value of their properties why should the German
owners of property which happened to be in America receive an
more favored treatment than you have extended to your nationals
with respect to property in other countries?

Doctor KiesseLsacu. Because we believe, Senator, that we have
more rights here under the treaty of Berlin. All these problems, if
I may say so, were settled under the conditions of the treaty of
Versailles. But the United States entered into another treaty, did
not accept the treaty of Versailles, but made a treaty with Germany,
with a promise to retain the property until suitable provision was
ﬁmtil{e, and therefore we believe we are entitled to get our property

ack.

Senator Jones of New Mexico. Well, if that treaty of Berlin is
to receive the construction which you put upon it what was che

urpose of putting into the Berlin treaty any reference to the

ersailles treaty?

Doctor Kirssernaci. Because there are quite a number of other
rights which the United States (Government reserves to itself, but
it did it by plainly stating that the use of these rights should not
be inconsistent with the rights allowed under the treaty to the
Germans.

Senator Jones of New Mexico. Where was that statement made?

Doctor KirsseLsacH. It is in the treaty, if you would allow me,
I wonder whether I am allowed to go into this question further?
I can give you further explanation, if you want it, sir.

Scnator Joxes of New Mexico. Yes: any explanation.

The Crammax. Give any explanation, Doctor, you desire to make.

Doctor Kigsspuacu. I will just read this from Article II:

The United States in avalling itselt of the rights and advantages stipulated
in the provisions of that treaty mentioned in this paragraph will do so in a
manner consistent with the rights accorded to Germany under such provisions.

Scnator Jongs of New Mexico. Well, “under such provisions.”
Did that not refer to the provisions in the Versailles treaty? That
is the way I interpreted that language.

) Doctor KigsskrnacH, Yes: to the provisions in the Versailles
reaty.

Tliy(; Cuamyaxn. This is the Versailles treaty? It is not in the
Berlin treaty?

Doctor KiussernacH. This is the Berlin treaty.

The Cnamyax. Noj as I understand this is the Versailles treaty.

Doctor KressursacH. This which I was reading was the Berlin
treaty, Senator.

The Cuairman. Article IT says:

With a view to defining more particularly the obligations of Germany under
{gersf;)lxl'egoing article with respect to certain provisiens in the treaty of

allesg——
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Doctor KiesseLBacH. Yes. ,

The CuamrMAN (continuing reading) :
it is understood and agrced between the high contracting parties—

(1) That the rights and advantages stipulated in that treaty for the benefit
of the United States, which it is intended the United Sates shall have and
enjoy, are those defined in section 1, of Part 1V, and Parts V, VI, VIII, IX,
X. XI, XII. XIV, and XV,

The United Ntates in availing itself of the rights and advantages stipulnted
in the provisions of thut treaty mentioned in this paragraph will do so in a
manner consistent with the rights accorded to Germany under such provisions,

senator Jones of New Mexico, That says “ under such provisions,”
The provisions of the Versailles treaty.

The Cuammman. Yes.

Doctor Kiesseusach. Yes; that is what it says.

Senator Jones of New Mexico. Now there is no provision in the
Versailles treaty which says that the United States may not liqui-
date this property and pay American claims, is there?

Doctor KiesseLpacir. I believe there is, if I may explain that to a
certain extent. Under the treaty of Versailles there are three groups
which have a lien on our property: The private debts, damages
occasioned by exceptional war measures within German territory,
and what we call the neutrality claims. Mr. Bonynge referred to
that yesterday. -

The Cuamman, Yes; Mr. Bonynge referred to all three.

Doctor KresseLsacn, These three groups have a lien under that
treaty, and these three groups amount, as far as the commis;.on
has passed on them, not to more than $50.000,000. Germany has a
right, if there is a surplus above that which is used for the payment
of these three groups, to have that, if the power does not agree to
return it, turned over to the common pot, if T may so say, of the
allied powers—the question was mentioned y. -.rday—and Germany
has an interest in this provision, it has a right in the observance of
this provision, because 1t is, of course, to Germany’s greatest interest
that in the first place their neighbors, France and England, are satis-
fied, and everything which goes into this pot gees in the largest part
to France and, to a very considerable amount, to England, and so on.
Therefore, under the treaty of Versailles, Germany has the right
that only for the three groups German property can be applied to
pay claims of the respective Governments, and that the other remain-
ing surplus has to go either back to her nationals, or to go to this
pot. And we believe that so far as the treaty of Berlin did not
change the situation—and I will coine to that immediately—we have
a right that these provisions should be observed.

The treaty of DBerlin has changed this situation in so far as it
added the proviso that the German property shall be retained as
security for all claims on behalf of American private nationals for
damage caused by acts of Gcrmunty, giving thereby to those nationals
a lien on the property also for claims arising under the reparation
clauses. But the treaty of Berlin itself does not give a right to
liquidate the f)roperty to that extent, the right of liquidation being
only provided for in the treaty of Versailles with the limitation
mentioned before, that is the limitation to the three groups of claims;
debts, exceptional war measures within German territory and neu- .
trality claims, I may reiterate that the treaty of Berlin provides
only and exclusively that the property shall be retained in favor of
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those groups which, under the treaty of Versailles, would be entitled
to liquidation and, in addition thereto, in favor of the private
claimants who have claims under the reparation clauses. And, there-
fore, we have to accept the retention of our property as security for
those private claims also, which form, as I said, the largest part of
what our commission has allowed. '

Senator McLran. We get 214 per cent, and no more.

The Cnamman, I think that is what the agreement says, .

Senator Jonrs of New Mexico. I think what the doctor has just
said is very important. And I am not prepared to answer your
position, Doctor, at this time, because I have not studied these treaties
with the care that yon have, and have not reached any conclusion
upon the points which yon have mentioned. 'But I would like the
representative of the State Department to prepare an answer to the

osition which the doctor has just taken, if it has any answer to
it, so that we may put it in the record.

The Cnamyan, I think it must be admitted that the statement
was correct. I said so yesterday, and I think it is.

Scenator Jones of New Mexico. I would like to hauve now a state-
ment from the State Department upon the very questions which
the doctor has mentioned herve, and if the State Department agrees
to his construction of the treaties, I think it is important that we
put it in this record. .

Senator McLEax, It is very important, 1 agree.

Mr. Purnix. May I say something right here?

Senator Jonks of New Mexico. Yes,

Mr. Pnexix. 1 think you will find the answer of the State De-
partment in the Secretary’s note to the GGerman Embassy, and the
Secretary’s position has not changed since that. That note stated
that the Government of the United States had under these relative
provisions of the treaty the absolute right to retain and liquidate the
property held by this Government in satisfaction of the awards of
the Mixed Claims Commission, United States and Germany, and
the awards of the Tripartite Claims Commission, United States,
Austria, and Hungary, making no distinetion whatsoever between
private claims.

The Coarman. I did not understand the doctor to say otherwise.

Senator Joxnes of New Mexico.  Oh, yes; indeed so.

The Cuamrman. Then I misunderstood him.

Doctor Kiessersaci. I fully realize that the State Department is
of a different view, and therefore I beg you to appreciate that this
was my personal opinion only.

The Cuamman. I thought it had reference to the 214 per cent.

Senator Jones of New g!exico. No.

Doctor Kiessernacr, If you will allow me to I will give you a
memorandum of this question later on.

Senator Jonrs of New Mexico. Well, now, Doctor, we will be very
glad to get any memorandum which you may furnish this committeo
on this point. .

Doctor KirsseLsaci. Thank you, sir.

Senator Joxks of New Mexico. But what the committee wants,
Doctor, is the exact facts so far as we can arrive at them. And we
do not want to do anything in the absence of clear knowledge with
respect to these various questions. »
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The CuamrmaN. We request now that our State Department give
us the opinion of that department on the statement that Doctor Kies-
selbach has just made.

Mr, Puenix. You have already got that. ,

Senator JonEs of New Mexico. I think there should be an analysis
of these treaties and of the Mixed Claims Commission agreement
specifically covering the point which the doctor has just presented
to us.

Senator McLEaN. I think it is pretty well covered in the informa-
tion already furnished.

Senator Enge. I think Secretary Kellogg has given that, but I
will say that I agree with the Senator ¥rom New Mexico and I
would like to see that following the doctor’s statement.

Senator McLEaN. Based somewhat on the theory that some other
nations under the Versailles treaty had confiscated and liquidated
the German property and used it as they saw fit. Is that not so?

Doctor KiesseLacH. Yes.

T'he Cuamrman. I still think that for the record the State Depart-
ment should make the statement requested, although of course it
will be just exactly the position they took before. But I want it
to go into the record.

Senator JoNes of New Mexico. I do not think the State Depart-
ment went into an analysis of the point of the treaty such as the
doctor has just referred to, but I may be mistaken about that.” YWhat
I would like to have in the record is a comment upon the provisions
of the various treaties to which the doctor has referred.

Senator Suortringe. Right in that connection, Mr. Chairman,
our Supreme Court has held that we had certain rights-under gen-
erally accepted international law. I would like to know whether
we have entered into any treaty which modifies the general interna-
tional law principles. 1f so, we of course should be and are bound
by such treaty agreements. I do not know whether the pertinent
part of it has been carried into this record or whether it is desirable
to carry it in. I assume that the members are familiar with the
statement,

Doctor KiesseLacH. If I may make answer to that, from my point
of view, I assume that the Senator refers to the Chemical Foundation
decision ¢ '

Senator SHorTRIDGE. I do. .

Doctor KiesseLBacH. And I may call your attention to the fact
that the treaty of Berlin came into force years after the sale of the
patents with which the decision deals. The Supreme Court has
nothing whatever to do with the financial or legal bearing of that
Berlin treaty, but deals only with the question what the United
States was entitled to do during the war.

Senator SHoRTRIDGE. Under accepted international law principles.

Doctor KiesseLBacH. Under domestic law. It is a question of
domestic law. The trading with the enemy act is a domestic law,
not an international law, a domestic law of the United States, which
of course, is in force. But later in 1921 this treaty of Berlin came
into force, and there was no reason for the Supreme Court to deal
with that because all acts happened in the time before that.

Senator SHORTRIDGE. Prior. Certainly, that is what I had in mind,
The question, therefore, that yas in my mind, or the thought in
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my mind was: Had we entered into any treaties subsequent to the
act complained of in the case mentioned, modifying or changing the
rights of the parties involved ?

Doctor KiesseLBacH. Yes; I believe so.

Tlhie CHAIRMAN. Senator Jones, in this connection, there has been
certain correspondence with the German Government. A complete
statement was made by Secretary Kellogg on May 4, 1926, answering
every point that the doctor has just brought out.

Senator JoNes of New Mexico. Well, that has all been put into
the record heretofore.

The CuarMan. Well, no.

Senator Ence. You are referring to Document 173, are you not,
Mr. Chairman?

The Crairman, I am referring to Document 173, on page 36.

Senator Jones of New Mexico. Now, I asked that all that be put
into the record, and I am sure that it has been done.

The CHammman. This is the correspondence between the State
Department and the German Government. This has been threshed
out. you know, on exactly the same points, exactly the same state-
ments and the same position taken as was taken by the doctor here.
It seems to me that it would be better to have the position on the
part of the German Government. It could not be made better
than it is made in this document. It is in this Document 173, and it
seems to me we ought to take cognizance of the fact that the two
Governments themselves have discussed this, and take that discus-
sion rather than his statement; rather than ask the State Department
to get into controversy with some individual.

Senator Joxes of New Mexico. I think you are right, and we have
already put that in the record. ‘

The CrammaN, It is already in the record. If there is any doubt
about it being in the record I will ask the representative of the State
Department to look into that, and if it is not in the record, to see
that it goes into the record.

Senator Jongs of New Mexico. That is right. I know that I
have heretofore asked that it be put in the record.

The Cuamman. Yes. Now, Doctor, have you anything further?

Doctor Kirsskrsacur. I plainly feel that it is not for me to make
argument with the Department of State, but I only want to say
that our Government has abandoned the plan to answer the note
of the Department of State, and therefore as far as I remember
these notes our viewpoints are not contained in the German notes.

The Cuairman. Well, they must have been given.

Doctor KiksskLsacH. No; the answer of our Government says
that we abstained from answering it regarding the legal points,
and that we would be very glad if some solution would be found to
settle this problem.

Senator Jonrs of New Mexico. The doctor is quite right about
that. The German Government wrote a note to the State Depart-
ment of our Government, and there was a reply to that. There
has been no reply by the German Government to the note of the
American secretary.

The Cuammman. Yes; there is a re;illy, Senator.

Senator JoNes of New Mexico. Oh, no; except a short statement
there that inasmuch as the Congress was dealing with the matter

~
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the German Government hoped that the Congress would deal with
it according to the views of the German Government or adjust the
matter to the satisfaction of Germany. .

The Caamyan. Yes; but the whole case is here.

Senator Ence. That is under date of December 9, 1926,

The Citamman. Yes; signed by the German ambassador.

Senator SHorrringe. Is this the upshot of the matter, that our
Government, through proper channels, gave its interpretation of
the treaty?

. The Cuamyax. Yes,

Senator Suorrrinek. The German Government did likewise give
its interpretation of the situation?

-The CHsmryMaN. Yes. Qur Government gave an answer to that,

Senator JoNes of New Mexico. The matter started by the claim
made by Germany that the provision for the 214 per cent under
the Versailles treaty was the suitable provision referred to in the
Knox-Porter resolution.

Senator SHORTRIDGE. Yes,

Senator doNes of New Mexico. And, therefore, that all this prop-
erty should be returned without any liquidation or deduction. and
our State Department replied taking the contrary position.

Senator SuoRTRIDGE. Yes,

Senator Evce. May I ask a question here, Mr. Chairman? I
could not understand everything the witness stated. I simply want
to ask if the statement that he made, which the chairman has said
is quite clear—I did not understand it all—was #)m'porting to be an
answer to or taking exception to the position of Secretary Kellogg
as contained in his letter of May £, I am simply asking if the
statement that he has just concluded a few minutes ago was practi-
cally answering or taking exception to the position of Secretary
Kellogg as contained in his letter to the (German ambassador dated
May 4, 1926¢

The Curamenmax. Well, as I understand it the Doctor gave his per-
sonal views here to this committee and has taken virtually the ground
that was taken by his Government. Now, that is all there is to it.

Senator Epce. I did not understand it clearly enough, and I
wanted to have that clarified.

Senator McLeax, That is right,

The Ciairmax. Doctor, was there anything else that you wanted
to present to the committee that you had in mind?

Doctor Kiessensaci. I do not think so, Senator. '

The Crnamrmax. Doctor, how was it that they arrived at the 80
per cent that was to be paid to the German claimants!?

Doctor KiksseLsacuH. Well, it was a compromise. Of course, the
Germans wanted——

The Cramaax. Well, it was a compromise up, was it not, rather
than down?

Doctor KiesseLacu. Noj it was a compromise——

The CuamrymaN. You wanted 100 per cent, did you not?

Doctor KirssrLracir. I wanted 100 per cent; yes.

Y . . . .

1{ he CizammaN. And our nationals wanted to take their time and
collect—— :

Doctor Kiessrrsacu. They wanted to hold the German property.

. ]




. RETURN OF ALIEN PROPERTY - 201

Senator Jones of New Mexico. They wanted 100 per cent, too,

The CratkyaN, Yes; our nationals wanted 100 per cent.

Doctor Kiessersaci, Yes; certainly.

The Cuairman. Well, now, do you not really think that there is
some justice in the position that if anybody is to wait in this
matter that it ought to be the German claimants?

Doctor KiesseLaca. Well, to be quite frank I think that this
is a very fair compromise, and that it is not at all in favor of the
Germans, because we are so surely convinced from a legal point of
view that we are ‘in the right. Iiut my feeling has always been
that although those whom 1 represent have a legal right, it would
be much better to look at the matter from a moral viewpoint and
therefore I have insisted that it was absolutely necessary for the
Germans to sacrifice part of their rights in favor of the American
cliimants,

The CuairMaN. You recoghize that if the American claimants
and America ever get paid in full they will have to rely upon the
2144 per cent provided for in the Dawes plan?

Doctor KiesseLacir. Only so far as it was more than 80 per cent.
The large claims.

The Cuarman. Yes; I am aware of that. But they are claim-
ants just the same.

Doctor KiesseLsacu, The large claims have to wait for the last 20
per cent, just as we have to wait for the last 20 per cent.

The Cnamyan, Well, what excuse do you tﬁlink that we could
ofter to our American claimants and the taxpayers of this country
in saying that they shall wait for their pay on the payment of the
21, per cent under the Dawes plan, and the German claimants are
paid in full? How could that be justified ¢

Doctor KirsseLpacn. The Germans will not be paid in full. They
%ﬁt 80 per cent, and the American claimants get 80 per cent, too; and

th parties are relying on the Dawes installments for the remaining.

The CrarMAN. Yes; but why should Americans be compelled to
rely upon that plan? ‘

I‘;octor KiksseLpacH, For two reasons. One reason, if I may say
50, is that I do not think that American claimants will very easily
succeed in getting our property confiscated; and another reason is
that I believe that under the treaty of Berlin the German private
owners have the legal right to get their property released now be.
cause Germany has made su'table provisions. IFor these two reasons
I think that a deadlock arises, and that therefore there must be a
compromise,

Senator Suortrmee. Who is to determine that suitable provisions
have been made? Who is to determine that?

Doctor Kirsserraci. I do not know. If two parties agree on a
question and a dispute arises it is not for me to decide. I can only
tell you what my opinion 's. I am a party to it, and of course it is
only my private view of it.

Senator Smortrince. Certainly.

Doctor KiksseLpacir. I was asked to explain to the Senators upon
what reasons the Germans believe this compromise to be a fair one.

Senator Snortringe. In other words, I taEe it your opinion is that
Germany has made suitable provision ?

Doctor KiesseLsach. That is my opinion; yes.
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Senator Snorrrince. Whether we think so or not is another propo-
sition.

Doctor KigsseLacH. Yes. I try only to explain the German
point of view from what angle we approached this compromise and
why we have accepted it.

’Bhe Cuamman. Well, I think you have stated it fairly.

Senator Joxes of New Mexico. Well, in the preparation of the
Dawes plan and fixing the amount which Germany was able to pay,
did not the second committee of experts organized by the Repara-
tion Commission eliminate all of this property of German nationals
which was in the United States?

The Cuamman. Do you mean did not take it into consideration as
to their ability to payv?

Senator JoNes of New Mexico. Yes. I notice in the report of the
second committee of experts, if I have interpreted that report cor-
rectly, a statement that the German assets, so far as the Reparations
Commission was concerned, had been diminished to the extent of
sixteen and one-tenth billion gold marks, and that that was assumed
to have been liquidated by the nations opposed to Germany in the
war under the provisions of the Versailles treaty; that while no
specific reference was made to the United States in that treaty, it did
include in the exclusion of German assets the property of GGerman
nationals in the United States. Have you studied that second report
of the committee of experts? :

Doctor KresszLsacu. I have not. Senator, I have only read the

other report. I know from that report that it provides payments by
Germany to the allied powers and to the United States as associated
power. That is my remembrance of it.
"~ Senator Joxks of New Mexico. At this point I desire to put in the
record an excerpt from the report of the second committee of experts.
It appears from this report that this committee of experts was created
by the Reparations Commission, and that its duty was to ascertain
the value of the assets of (fermany which existed in foreign countries,
and the probability of the German Government being able to use
those assets of Germyn nationals in foreign countries for the purpose
of raising money under the Dawes plan. This second committee of
experts in dealing with that question, on page 4 of the report I
have before me, printed in a document, used this language:

Next, we considered what was the net reduction in this total at the time of
the armistice.

That is, they were dealing with assets of German nationals in

foreign countries:

We took into nccount on one side the balance of trade, advances by Gernny
to her allies, loss by scizure and seguestration of property confirmed by the
Versailles treaty, and loss through deprectution of the value of property and

securities, .
And there are various other provisions.
The Cuamrmay. The whole report is in the record.
Senator Joxes of New Mexico. I do not think so. ) i
The CuairdraN. Oh, yes; I understood it was ordered printed in

the record. ) )
Senator Joxks of New Mexico. I do not think I ever asked that

it be put in the record. )
The Crairmax. I thonght it was asked to be put in the record.
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Senator Joxrs of New Mexico. I asked that a copy be furnished
to me} and I understood that the clerk was directed by the chairman
of the committee to furnish each member of the committee with a
copy of the report. ) ) .

('The report of the second committee of experts, printed both in
French and in English, is here made a part of the record so far as
the English version is concerned:)

REPORT OF THE SECOND COMMITTEE OF EXPERTS
COVERING LETTER

DeAR MR, CHAIRMAN: I have the honor to present the unanimous report of
the committee appointed by the Reparation Commission to inquire into the
amount of German exported capital and to consider the means of bringing it
back to Germany.

In laying before you the result of our labors may I be permitted in the name
of the committee to express the hope that our work may assist in solving the
problems involved in the execution of the treaty of peace.

I remain, yours faithfully,
R. MOK&NNA.

The CHAIRMAN REPARATIONS COMMISSION,

In pursuance of a decision of the Reparation Commission of the 30th of
November, 1923, we were created a committee to consider the means of
estimating the amount of German exported capital and of bringing it back
to Germany. We were convened in Paris on the 21st of January, 1924, and
we have held altogether 88 meetings, first in Paris, then in Berlin, and finally
again in Paris. We have examined numerous witnesses and have availed
ourselves of the services of trained economists, technical advisers, and expert
accountants. We have also studied the published works on the subject by
well-known economists, and each member of the committee has furnished
reports on particular problems.

Our estimates relate to the 31st of December, 1823. Later events may, of
c%urscfi have either increased or decreased the amount of German capital
abroad. .

In our investigation of the amount of capital owned by Germans in foreign
countries, we were confronted by very considerable difficulties. There are
many ways by which Germans can acquire capital abroad but in most cases
no precise figures can be given. It is nearly always a matter of estimate, and
the utmost we could hope to do with any degree of certainty was to lay down
limits between which the actual amount is to-be found. The distance which
g;vldes these Hmits marks the want of precision of the material. at our

sposal.

One method of investigation, to institute an inquiry through bankers and
business men in those countries in which German capital is believed to be
deposited or invested, was rejected by us at the outset. We have avalled
ourselves of all information of a public or official character supplied from
countries outside Germany, but we were of opinion that it would be neither
proper nor useful to request the disclosure of specific transactions which, in
general, would have been entered into under an implied condition of secrecy.
Moreover, we felt that even though all obtainable information were freely
given to us, it must be cxtremely defective, as much German capital in foreign
countries is certain in existing circumstances to be hiddem in varlous ways
under assumed names,

The method we have adopted is altogether Qifferent. Our first step was to
tgrm an estimate of the total value of German capital abroad at the outbreak
of war, .

Next we considered what was the net reduction in this total at the time of
the armistice. We took into account on one side the balance of trade, advances
by Germany to her allies, loss by seizure and sequestration of property con-
firmed by the Versailles treaty, and loss through depreciation of the value of
property and securities. On the other side we considered the sales of German
securities, the sales of gold. the accumulation of interest, and finally the effect
on the trade balance of the imports into Germany from occupied territories.
These imports were commodities either requisitioned without payment, or
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. .
paid for, in the case of Belgium and Poland, largely by marks which remained
in the country, and, in Rumania and occupied France, as well as in Belgium
and Poland, by local currencies which the German Government caused to be
printed and issued for the purpose.

Faally, starting from the basis of the remaining pre-war German assets, we
examined in detail the various means by which Germans can have increased
or diminished their capital abroad during the period from the armistice to
the close of the year 1923. 'The reliabliity of our final estimate depends upon
the completeness of our examination of the different elements which make
up the total of German foreign acquisitions and of the various ways in which
such acquisitions may have been expended.

The chief method by which Germans have acquired foreign assets since the
armistice has been by the sale of mark bank balances. Our estimates of the
total sum under this head has been obtained by a procedure founded upon
the principle that every foreign sale by a German of a mark bank balance
creates at the moment of sale a corresponding holding of a foreign bank balance
in Germany. The periodic totals of foreign balances shown in the books of
the German banks were disclosed to us; and with the assistance of expert
accountants we have been able to ascertain the net proceeds expressed in gold
derived from the sale of marks, It is interesting to note that the foreign
assets acquired in this way amounted to between seven and eight milliards of
gold marks, the whole of which in consequence of the final devaluation of
the mark was lost by more than one million foreigners who at one time or
another were buyers of mark credits.

This figure is one of the credit factors in estimating the final total.

Other principal sources of German forelgn assets have been the sale of
goods, securities, real estate, preclous etals, and mark banknotes; interest
accumulations, tourist expenditure in Germany, German holdings in ceded
territorles in Poland, Dantzlg, ete., foreign money expended by the allied
armies of occupation, remittances from Germans abroad, earnings of ship-
ping, railway and canal freights for foreign goods in transit through Ger-
many, insurance profits, etc.

On the other hand, German foreign assets have been expended on the pur-
chase of goods imported, cash payments to the Allies, interest paid on Ger-
man securities held abroad, German tourist expenditure, ete,

On all these heads of receipt and expenditure, the German statistical rec-
ords and estimates, official data, bankers’, and business reports, and other
similar evidence, have been subjected by us to the most critical scrutiny,
and their reliability has been tested by our examination of witnesses and in-
spection of original sources of information. Our investigations and the evi-
dence obtained led us to discard entirely the values of German imports and
exports as stated in the official reports, and to revalue all commodities on
the basis of the then current world prices with such allowances as the special
circumstances of German trade at the time may have rendered necessary.

After i close examination of all the factors which make up the total sum,
we are of opinion that German capital abroad of every Kkind, including
capital of varying degrees of liquidity and capital invested in participations
in foreign companies and firmms, and after taking into account all credit and
debit items was at the end of the year 1923 not less, than 5.7 milliard gold
marks and not more than 7.8 milliard gold marks and we think that the
middle figure of 6% milliard gold marks is the approximate total.

We draw special attention to the foreign currency in Cermany which,
though not included in our valuation of capital held abroad, is so closely
akin to a foreign asset that it must not be overlooked. It may indeed be
said that this currency, the total of which we estimnie at not less than 1
milliard 200,000,000 gold marks, is & German holding in the most liquid form
for conversion into foreign assets,

On the other hand, on a broad view of Germans financial capacity, the value
of the property in Germany held by foreigners should not be left out of
account. The annual yleld from*this property, whether in the form of rent,
interest, or dividends, is at present inconsiderable and may at any time be-
come subject to special taxation, particularly in the case of rent in respect
of real estate purchased at the low prices current in recent years. We
estimate, after very close study of the question, that the real estate and
securities owned in Germany by foreigners represent a value of from 1 to

114 milliard gold marks.
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The committee have thought it desirable to give in an annex to this report
additional information in respect of their estimates of German assets abroad
~in 1914 as well as of the principal credit and debit tactors, both during and
since the war, that have gone to make up the final total of German capital
abroad.

The second part of our inquiry was to investigate the means of bringing
exported capital back to Germany.

The so-called flight of capital in. this instance was in the main the result of
the usuual factors. It arose principally from the failure of the Government to
bring its budget into proper relation, and, as a corrvollary of such failure, from
the raising of large loans and the direet issue of paper nmoney. Secondly, it
was due to the action of speculators and timid investors who sold thelr marks
against the currency of other countries, while the exporters of goods retained
abroad all that was possible of the proceeds of their sules. In the particular
case under inquiry, however, the tlight of capital was accentuunted by the
attitude of the people of Germany towards payments to her war ereditors, and
was marked by new and ingenious devices and schemes for evading restrictive
legislation and for cloaking the real ownership of foreign balances.

The failure of the methods employed, both old and new, demonstrates the
finul ineffectiveness of restrictive legislation when successful evasion is so
richly rewarded. Neither legal enactment nor severe penalties resulted in dis-
closure of assets abroad or hampered the flight of capital. We feel that this
would have been true whether the Government had or had not used its best
endeavors to enforce the laws and regulations.

In our opinion the only way to prevent the exodus of capital from Germany
and to encourage its return is to eradicate the cause of the outward movement,
Inflation must be permunently stopped. If the issue of currency is strictly
confined within the true limits of national requirements on a stable basis of
value, the German with capital abroad will feel assured that he will suffer
no loss in bringing it home; the speculator can no longer look for a profit from
the sale of marks., We have alrendy scen in the case of Austrin how, when the
currency is fairly stabilized, the necessities of foreign trade tend to bring
back existing foreign balances. Restrictive logislation, which in the main has
proved futile in preventing the export of capital, becomes superfiuous the
moment there is no longer any inducement to evade the law. It is indeed to
be feared that laws purporting to compel the return of capital would have the
reverse effect to that which might be wished.

The method of securing a currency in Germany capable of maintaining a
sufficiently stable international value covers the whole question of budgetary
equilibrium and the establishment of a bank of issue on a sound basis. These
matters, which fall outside the scope of our inquiry, have been referred by the
Reparation Commission to another committee whose conclusions we have the
advantage of knowing. If effect is given to their recommendations, we think
that a considerable part of the German assets now in foreign countries will
return in the ordinary course of trade. :

While we are of opinion that special legislation to prevent the export of capi-
tal or compel its return is not required when a country’s finance is on a stable
basis, we recognize that in the case of Germany a period of transition must
necessarily ensue before stability can be obtained and confidence restored. We
suggest that during this period an amnesty should be granted for a limited time
from the penailties imposed by existing enactments and that special terms be
offered for subscriptions to Govermment loans made in foreign currencies. Well-
conceived measures of this kind would be helpful in hastening the return of capi-
tal and the final restoration of financial equilibrium in Germany, conditions
which are essential to the payment of reparation.

We desire to express our sincere thanks to the officers of the Reparation
Commission, and to the economists, statisticians, and expert accountants who
have aided us, for whose valuable assistance we are greatly indebted.

REGINALD MCKENNA, Chairman.
HENRY M. ROBINSON,

ANDRE LAURENT-ATTHALIN,
MARIO ALBERTI.

ALBERT-E. JANSSEN.

.

APRIL 9, 1924,
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* ANNEX

SUMMARY

I. Assets abroad in 1914.

II. Period of the war:

(a) Surplus of imports and Germany's advances to her allies.

(b) Depreciation of pre-war forelgn assets; sequestration and liquidation
measures.

(¢) Profits realized by Germany in occupled territories,

(d) Sale of gold and German securities.

(e) Return from German assets abroad.

IIL. Postwar period:

(a) Surplus of fmports and cash payments made by Germany under the
peace treaty.

(b) Sales to foreigners of mark credits and bank notes,

(c) Sales of gold.

(d) Sales of German real property and German securities.

(¢) Expenditures by foreigners traveling in Germany and by Germans
traveling abroad.

(f) Expenditure by the armies of occupation.

(g) Earnings from shipping. insurance, transit. ete.

(k) Income from German investments abroaqd and from foreign investments
in Germany ; remittances made by Germans residing abroad.

(i) German private property in ceded territories.

(j) Foreign bank notes in Germany.

I. ASSETS ABROAD IN 1014

The value of German assets abroad in 1914 has been estimated by different
economists at sums varying between 20 and 3% milliard gold marks. Besides
these unofficial estimates two estimates of an official nature, as well as a
census, have heen made by the German Government. The earlier of these
two official estimates is that made in 1905 by the Imperial Admiralty; the
later one was supplied by the German Government in 1924 in reply to a ques-
tion ralsed by the second committee of experts. The census. which only
covered securities. was made by the German Government during the war, in
August, 1916.

In the question put to the German Government the committee not only asked
fe an estimate of the foreign assets held by Germau nationals in 1914 but
al » requested it to submit its comments on the various estimates already made
by German economists,

All these decuments—estimates of German economists, and those of neutral,
allied, and associated countries, official estimntes and census, and the replies
of the German Government—have heen examined and compared. Taking into
account all the factors of valuation, the committee has come to the conclusion
that the figure of 28 milliard gold marks may be accepted as representing the
value of German assets abroad at the time of the declaration of war, it being
understood that this figure of 28 milliards comprises only the assets abroad
belonging to German nationals residing in Germany and not those belonging
to German nationals residing abroad. 1In this estimate securities have been
taken at their face value in gold marks.

I1, PERIOD OF THE WAR
{A) SURPLUS OF IMPORTS AND GERMANY'S ADVANCES TO HER ALLIES

The difficulty encountered by Germany in exporting her goods during the
war, as well as her persistent endeavors to increase her imports by every
possible means, in order to provide for the requirements of her armies, natu-
rally produced a surplus of imports, considerably in excess of the figures of
the normal pre-war deficit. To this deficit in Germany’s foreign trade balance
must be added the sums advanced by Germany to her allies to enable vhem
to pay for their imports, for which she recelved no corresponding return.
The figure indicated for these two items may be considered to be reliable and .
amounts to an aggregate sum of 13.2 milliard gold marks, subject to the modi-
fieations referred to in paragraph (o).
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(B) DEPRECIATION OF PRE-WAR FOREIGN ASSETS—SEQUESTRATION AND LIQUIDATION
' MEASURES .

Varlous estimates of the reduction in German assets abroad during the
war as a result of depreciation have been made by several economists, whose
figures are generally based on an estimated total of from 20 to 25 milliard
goki marks« for German assets in 1914. Their estimates seem too low, if we
take as a basis the figure of 28 milliards adopted by the committee for
German assets abroad in 1914, This impression is moreover confirmied by
information which the committee has obtained by its own investigation.

1t is impossible to adopt a definite figure in determining the value of tle
assets seized and liquidated in the Allied and Associated countries, On the
basls of information obtained by the committee from the Governments of the
allied and ussociated powers as well as from Germany. the committee has
been able to estimate at approximately 16.1 milliard gold marks the reduction
fn Germun assets abroad during the war, ax a result of depreciation and
liquidation and sequestration measures. In atdopting this figure no allowance
has been made for the fact that certain Germian assets abroad may have been
utilized to cover the payment of imports. nor for the fact that German assets
abroad may have increased owing to the accumulation of the interest accruing
on these assets. 'These several items are discussed elsewhere. The ahove
figure therefore represents a net reduction in German assets abroad for which
Germany during the war period received no return. These assets underwent
a further decrease in value during the period following hostilities, which
decrease was taken into account,

Lastly. the committee is of opinion that both during and since the war, the
category of assets in neutral countries has likewise undergone a reduction
in value, and that in particular the greater part of such securities held by
Germans has no longer a value equivalent to their fars value, even taking into
account the effect of the decline in the value of gold.

(C, PROFITS REALIZED BY GERMANY IN OCCUPIED TERRITORIES

An examinauon of German economic measures taken in Belgium during
the war, to which the attention of the committee was called, suggested that
substantial profits had accrued to Germany from the exploitation of occupied
territories. Conscvquently, the committee has made a careful study covering
not only German ogerations in Belgium and northern France. but also those
in Poland and Rumaaia.

No aitention has bevn paid to the purely military aspects of these operations,
such as. for instance, requisitions intended to provide for the partial sub.
sistence of the German occupying troops. Quite apart from such matters,
however, it was found that the profits realized by Germany by requisitions and
by other methods in occupsed territories are closely connected with the Qefieit
of the German balunce of tiade. With the help of German official documents,
in particular reports by the military administratiou drawn up during the war
and German memoranda estimating the value of war damages, the committee
hasf aﬁcertained that the profits realized by Germany were principally obtained
as follows:

Germany obtained in occupied territories considerable quantities of com-
moditiex which through the operation of centralized importing companies
specially created for this purpose, were transported to Germany for internal
consumption. Most of these goods were either not paid for at all or were
paid for in paper marks which were subsequently left in the country. and
amounted in the case of Belgium to six milliard paper marks, or were pur-
chased through the medium of issues of local paper currency. The special
object of such issues, according to a statement by the German staff, was to
enable Germany and her allles to receive goods from occupied territories
free of charge during the whole period of hostilities.

By requisition or in exchange for paper marks or local currency, Germany
also obtained considerable quantities of the currency of invaded countries.
Thus in the ‘north of France the German military authorities imposed on
towns fines and levies for which payment was required in German money,
gold cofn, or notes of the Bank of France,

e o
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Finally, foreign assets were acquired by Germany, specially in Belgium and
Frauce, notably by means of sequestration of securities, coupons, and other
credits, and these, like the bank notes mentioned above, served in part to pay
for imports from neighboring neutral countries.

It must also be pointed out that when the German Coal Centrale in Belgium
issued export licenses for coal for Holland, Switzerland, or Sweden, the Ger-
man authority kept for itself the foreign currency thus obtained, and forced
the mines to accept paper marks,

The committee has adopted the figure of from 5.7 to 6 milliard gold marks
as corresponding to that portion of the profits devived from this exploitation
of Belgium, Northern France, Poland, Lithuania, Rumania, ete., representing
imp.rts for which no payment was made and which in consequence hid not
been allowed for in her balance of accounts,

(D) SALE OF GOLD AND GERMAN SBECURITIES

The sale of gold and securities was the principal means whereby Germany
paid for her imports during the war. The export of gold, which took place
mainly during the early years of the war, reached a total amount of 1 mil-
liard gold marks.

As resards German securities, widely diverging estimates fiave been made
of the amounts sold. In our opinion the totul figure is not far from 1
milliard gold marks.

(E) RETURN FROM GERMAN ASSETS ABROAD

The revenue which Germany derived from her assets abroad was very con-
siderably diminished immediately after the declaration of war and further
reductions occurred during the period of hostilities.

It should, indeed, be noted that interest ceased to be paid on the assets held
by Germany in countries with which she was at war. Some of these assets
were sold during the war and the depreclation of others became very marked
toward the end.

On the other hand, the industrial securities, particularly those of necutral
countries, continued to pay interest at rates frequeutly higher than before the
war,

While the committee has beett unable to determine exactly the varintions for
each yeav of the war in the revenue derived from German assets abroad, it has
at least been able to make an estimate which may be taken as very nearly
acecurate,

II1. PosTwAR PERIOD

(A) SURPLUS OF IMPORTS AND CASH PAYMENTS MADE BY GERMANY UNDER THE
PEACE TREATY

One of the main causes of the reduction of German assets abroad durving the
postwar period avose from the necessity for Germany to cover the deficit in
her trade balance and to meet the cash payments whichk had to be made to the
Allies under the treaty of Versailles. These two items together amount to
between 9 and 10 milliard gold marks.

As already stated in the report, the figures given in the officiul German
foreign trade statistics are quite inaccurate for certain perfods. This observa-
tion applies particularly to the figures originally putlished.

For this reason it was necessary to vevise completely the balance given for
every year. Taking into account the various faciors entering into the calcula-
tion, the committee is of opinion that this revision has made it possible to
reach a figure more nearly equal to the actual excess of imports than had been
the case in previous reports dealing with this question. The fixing of the
amount of the deilcit in the trade balance is of true fmportance since any
valuation that is to be made of German assets remaining abroad largely depends
on the fgure finally adopted for that deflcit, '

The cash payments made by Germany to the Allles—to the Reparation Com-
mission, under the reparation recovery act, payments to the clearing office,
ete.—do not give rise to dispute.

I e o w8
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(B) SALE TO FOREIGNERS OF MARK CREDITS AND BANKN(V.I‘Eé

Germany has acquirved foreign assets in large volume since the armistice
through opening credit accounts in her banks for the benefit of foreigners.
These credits were paid for by the foreigners in the money or credits of other
countries, and as they underwent a constant shrinkage tn real vilue through
the depreciating value of the mark, German economy profited largely from
the transactions, The committee made a careful study of the values so
acquired by an investigation, with the aid of expert accountants, of the mark
credit balances on foreign account in the principal banks of Germany during
the postwar years.

It was found that there had been during this five-ycar period more than a
million individual accounts of this kind. In most cases the mark credits of
these nccounts had not been immediately utilized and had undergone a process
of shrinkiige through the depreciation of mark values that amounted to a
veritithle evaporation,

The work of the expert accountants was directed to determine as nearvly as
possible the aggregate amount of the shrinkages in these very numerous
aceounts that was due to the depreciation of the value of the mark., With this
end in view the leading banks in Germany were asked to transcribe from
their books the data showing the credit balances and the nmounts of debits in
the accounts of all foreigners at the cloxe of each month from the end of 1918
to the end of 1023,

After the sums indicated had been eonverted to gold equivalents at the cur
rent rate of exchange, it was possible to draw close inferences as to the total
gains, aceruing to German economy as a whole, The data furnished by the
banks were submitted to eareful checking by the oxpert accountants, and it
was found that they had been correctly compiled.

Credits in German marks were purchased by the citizens of a great many
nations, but the largest amounts were taken by the citizens of a relatively
restricted group of countries,

The methods used in determining the value of the assets acquired by the
German banks in this way were subjected to an interesting check which con-
sisted of taking a single account of a foreigner who had engaged in speculative
operations on a conslderable scale, and converting the figures of the transuc-
tions to a gold basis for every day on which uny debit or ecredit entry was
recorded. The results indicated thiat there was no tendency for this detailed
method of conversion to yield results materinlly diffevent frem those found by
the more general mass methods that it was necessary to employ in computing
the figures for Germany as a whole,

When the whole inguiry, which was of considevable length, had been com-
pleted it was found that Germany had profited by the sale of mark eredits by
an amount of from 7 to 8 millinrds of gold marks, In addition the sale of
paper marks in foreign countries had resulted in prefits amounting to from
600,000,000 to 700,000,000 gold marks, or a total from these two sources of 7.6
to 8.7 milliards of gold marks.

*(C) SALES OF GOLD

German officinl statistics record sales abroad by Germany prineipally in the
years 1919-1021 and 18923 of gold to a total amount of 1. milliird fold marks
The accuracy of these figures is not <disputed.

(D) SALES OF GERMAN REAL PROPERTY AND GERMAN SECURITIES

During the period characterized by the rapid depreciation of the mark, sales
of real property to foreigners reached an unwonted development jn Germany.

In estimating the proceeds of such sales, the committee had before it various
statistics indicating in detail the number and amount of Sales of real property
to foreigners since the war in some of the principal towns of Germany, and
also in districts of varying economic character.

As regards securities, Germany was able duving the first part of the post-war
period to market some of her securitics abroad but as soon as her financial
position became more uncertain, most of these tvansactions were suspended.

In the aggregate, the committee considers that sales of German real property
and securities to foreigners amounted to about 1% millinrd gold marks.
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(E) EXPENDITURE BY FOREIGNERS THAVELING IN GERMANY AND BY GERMANS
TRAVELING ABROAD

" During the five years which have elapsel since the armistice, considevable

sums have been spent ir Germany hy lgrge numbers of foreigners who have
traveled and lived in the country. Our estimate of the expenditure by these
travelers was facilitated by the official statistics kept by the largest German
towns and by the special report on the subject supplied by the German Govern-
ment. The committee was able to obtain a fairly exact idea of the number of
forefgners who came to Germany during the period in question, the average
length of their stay and the daily expenditure of each traveler.

As aguinst this, numerous German travelers belonging mostly to the wenlthier
classes have stayed in foreign countries, especlally in the last two or three
vears. Their expenditure has to be deducted from the expenditure hy for-
cigners in Germany referred to ahove, nnd very considerably reduces the
amount of the German ussets realized from that source.

.

(F} EXPENDITURE BY ARMIES OF OCCUPATION

During the post-war period, it certain sum has been realized by Germany
through the expenditure in foreign currency, or in marks bought with foreign
currency, by the troops occupying German territory.

Each of the Govenments having had armies of occupation in Germany has
supplied the committee with a detailed estimate of the expenditure made by
the officers und men oc by the various army services, 'These estimntes were
checked in several ways by a series of calculations relating to each army's
different methods. The results of these different caleulations have been
combined, )

{G) EARNINGS FROM SHIPPING, INSURANCE, TRANSIT, ETC.

Barnings from shipping, insurance, commissions, transit, were an important
source of German income prior to 1914, but during the war such earnings in
great measure disappeared. In the five years 1010-1923 some of the lost
ground has been rvegained. particulacly in the field of shipping and insuvanece,
and the committee has taken thls item into account,

(H) INCOME FROM GERMAN INVESTMENTS ABROAD AND FOREIGN INVESTMENTS IN
GERMANY—REMITTANCES MADE BY GERMANS RESIDING ABROAD

The total amount of the income produced by German assets abroad since 1919
is of course substantially below that produced by German assets abroad before
the war. The assets held abroad by Germany since the war represent indeed
only a small and for some part unproductive fractfon of her pre-war holdings.
It is true, on the other hand, that the payments which Germany has had to
make since 1919 in respect of German securities held by foreigners have been
inconsiderable. After a careful study of the question, the committee came to
the conclusion that a set-off of the two items—income from German investments
abroad and income from foreign investments in Germany-—resulted in a small
balance in Germany’s favor for the whole of the postwar period.

The remittances sent to Germany by German nationals residing abroad and
German connections and sympathizers amounted to a considerable figure in
Germany’s favor,

(I} GERMAN PRIVATE PROPERTY IN CEDED TERRITORIES

Most of the valuations of German property abroad have taken little or no
account of the value of German private property in the ceded territories of
Silesia, Posen, Danzig, etc.

These properties are included in our own estimate in so far as, according to
the definition adopted by the committee, they are owned by Germans residing
in Germany. Although it is very difficult to determine with any precision the
extent of these properties, the committee considered that it should not exclude
from its valuation certain industrial assets, particularly those in upper Silesia.

(J) FOREIGN BANK NOTES IN GERMANY

There is in Germany a large quantity of foreign bank notes (dollars, florins,
Scandinavian ecrowns, Swiss francs, pounds sterling, and more especially in the
occupied territory. Belgian and French francs). The exceptional plight of the
German mark has influenced Germans in acquiring stable currencies wherever

. -
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possible and on a large scale.’ These foreign notes have remained in the
couniry instead of finding their way abroad again through the normal channel
of trade, as would have been the case in ordinary circumstances.

Vartous estimates of the total amount of such notes were made in Germany,
particularly toward the end of 1623, The committee has compared the different
estimates with the information which it collected in Germany and other coun-
tries. In its opiniomn, the value of the foreign notes existing in Germany at
the end ~f 1923 amounted to about 1.2 milliard gold marks,

Senator Jones of New Mexico. The purt to which I particularly
refer is found on page 10 of this report, and is as follows:

It is impossible to adopt a definite figure in determining the value of the
assets seized and liquidated in the allied and associated countries. On the
basis of information obtained by the committee from the governments of the
allied and associsted powers as well as from Germany, the committee has been
able to estimate at approximately 16.1 milliard gold marks the reduction in
German assets abroad during the war, as a result of depreciation and liquida-
tion and sequestration measures. In adopting this figure no allovance has
been made for the fact that certain German ussets abroad may aave heen
utilized to cover the payment of imports, nor for the fact that German assets
abroad may have increased owing to the accumulation of the interext aceruing
on these assets. These several items are dircusced elsewhere. 'The abuve
figure therefore represents a net reduction in German assets abroad for which
Germany during the war period received no veturn, These assets underwent
a further decrease in value during the period following hostilities, which
decrease was taken into account.

So it would scem that the Dawes Reparations Commission in
fixing the ability of Germany to pay excluded that part of GGerman
assets which were in the United States, as well as in Great Britain,
France, and other countries, and which had been used for the pay-
ment of claims against Germany. ‘ .

Senator Epcr. Not which had been used, but which had been
held, Senator Jones. .

Senator Jonrs of New Mexico. Which was held and assumed not
to be available for Germany for the purpose of making reparations
payments.

Senator Evce. It has not been actually used but is held as
security.

Senator Jonks of New Mexico. Which had been actually used by
all the countries except the United States.

Senator Evce. And 1 am speaking of the United States.

The Cuairman. Doctor Kiesselbach, you may now answer.

Doctor Kirsskuracu. As far as 1 youid follow it this speaks only
of property seized under the Versailles treaty, and then as far as
I remember this report was made in 1923 or 1924, by considering the
German property seized in America, that report would, at least by
implication, have meant interference with American policy. No one
could know then what the United States of America would sce fit
to do with this property. Therefore my belief is that it could not
be taken into consideration, and that is was simply to be left out.

The Cuamman., Every dollar that you received would be an
advantage to that extent. . _

Boctor KiesseLsacr. As to ability to pay. )

Senator Suortrnge. The treaty of Versailles was signed on June
98, 1919. The so-called Knox resolution was apfprove('l by the Presi-
dent July 2, 1921. Then followed the treaty of Berlin, and Article
I of that treaty carries into the treaty Section V of the Knox resolu-
tion and makes it, of course, in all of its provisions a part of the
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treaty. Now, do I understand your position to be that Germany
has done all, or has promised, or has now agreed to do all that is
required of Germany under that treaty of Berlin?

Doctor KiessgrpacH. Yes; that is my belief, and under the Dawes
plan Germany is not allowed to do anything more. Germany has
to confine herself to paying these installments, and is not allowed
:? enter into an agreement with any power to pay something

se. .
Senator SrorTrIDGE. Y0'i claim that the Dawes agreement has in
%mlq \E'ay and to some extent added to or modified the treaty of

erlin :

Doctor KirsseLsacn. Oh, not at all. If I may say so it only com-
plies with it by providing for suitable provision, under the control
of the powers. All of the powers have come together and considered
the capacity of Germany to pay, and have stated what would be
the utmost for Germanf' to pay, and then provided for very far-
reaching securities for those payments, and now Germany’s finances
are controlled, and they have done everything to see to Germany’s
payments and to safeguard those paymerts, Therefore we believe
and we contend from our point of view that we have satisfied the
allied powers and other powers who wanted us to pay to our capacity.

Senator Suorrringe, In other words, I understand your contention
is that there. I may say, through the Dawes plan, Germany has
done (;r agreed to do all that is required of her under the Berlin
treaty

Doctor KikssenpacH, Yes; all that we can, all that we could call
suitable provision.

Senator Suortrince. Well, do you contend that the United States
has committed itself to your contention that you have made suitable
provision?

Doctor KiesseLsacit, I do not con.end that, no. I have simply
explained my viewpoint.

Senator Suorrringe, I see. That is all I wish to ask.

The CHairMAN. Any other questions?

Senator Reep of Pennsylvania. Just to carry that on one step
further, in your viewpoint it is suitable provision for the satisfac.
tion of these claims?

Doctor KiesseLBacH. Yes.

Senator Rexp of Pennsylvania. But you do not contend that the
United States has pronounced it as in its opinion suitable provision?

Doctor KiesseLeach. I do not.

The CuairmaN, That will be all Doctor Kiesselbach.

Senator Joxgs of New Mexico. There is one point I want to bring
out from the Alien Property Custodian.

The Cuamman. Will Senator Sutherland take the stand.

STATEMENT OF HON. HOWARD SUTHERLAND, ALIEN PROPERTY
COSTODIAN, WASHINGION, D. C.

Senator Joxks of New Mexico. Senator Sutherland, I should like
to put into the record what was done, if anything, with respect to
the property of German nationals who were residing in the United
States during the war.
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Mr. SurHeErLaND, Well, ave seized those properties, so far as we
could ascertain their existence. It was supposed to be all reported,
and then demands were made for that property. and it was taken

ossession of under those demands. And it is to a large extent still
eld, where it has not been returned.

Senator JoxEs of New Mexico. Do you mean to include in that
statement all property of all German nationals who were residing
in the United States during the war?

The CHamMaN, Noj; that property was not taken unless they were
interned. If they were interned that property was taken.

Mr. SurHeErpaxp., I had reference especially to interned Germar
nationals.

Senator Joxes of New Mexieo. T think the properties of interned
German nationals occupy quite a different status from that of other
property of German nationals residing in the United States.

Senator SHorrrmvcE. That was not taken.

Mr, SuTHERLAND, Noj that was not taken.

Senator Joxes of New Mexico. That ix the point T wanted to get
clear in the record—that the property of German nationals who
resided in the United States during the war and had property in
the United States was not affected by the provisions of the trading
with the enemy act, or the duties of the office of the Alien Property
Custodian.

My, Surnerraxp, No: it was affected if they were alien enemies
Ii.\iing on the other side and if they were interned Germans on this
side. .

Senator JoNes of New Mexico. I wanted to eet this in the record
far the specific purpose of making clear that many expressions of
Americans and others with respect to confiscation related to the tak-
ing of that lass of property and not to property of German nationals
who were residing in the United States during the war.,

Scnator SuortrIDGE. And who were not offensive or who did not
violate any of our laws.

Senator Joxes of New Mexico. The Senator is making a good
suggestion. :

Senator Snortrinée. I think you have made that perfectly clear,

Senator Joxks of New Mexico. Do you individually know, Senator
Sutherland, anything about the patents which are still held by the
Alien Property Custodian, as to their value?

Mr. Suvraerraxp. I have had a statement prepared giving com-
pletely that information.

The CuamyaN. It would be a good thing to have it in the record
right here. It is not very long.

Senator Jones of New Mexico. I think so.

Mr. SurHerrLanD. I will insert in the record the statement showin
completely the situation with reference to patents, trade-marks, an
-copyrights,

(The statement furnished by the Alien Property Custodian, en-
titled * Patents, Trade-marks, and Copyrights Sold by the Alien
?rltl)perty Custodian from October 6, 1917, to January 1, 1927,” is as

ollows:)
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Patents, trade-marks, and copyrights sold by the Alien Property Qustodian from
Oatober 6, 1947, to Junuary 1, 1927

Assignee Dato
Martin E, Kern...... ceeemeenaas Jan. 13,1019
Patrolas Manufacturing Co...... Jan, 25,1019
J._F. Sturdy's Sons Co., and | Jun. 30, 1919
Lench & Gurner Co,
Storling Produets Co.......... Fob., 3,1019
United States of America repro- | Feb. 6, 1919
Sellt('(l by Secretary of Navy. .

L A PP POEPUUN AP do. ...
Kimbhorly i'lmmu.mph Co Feb. 10,1919
(‘lmrlosA l'ull ............... Feb, 12,1049
Coflin & Co,, A, B, jooch & | Feb. -, 1019

Co., Warren A, \Vilbur.
Aloxander Tarels.oon......... -.; Mar, 19,1019
Allan A, Ryun._._... .- Apr. 10,1010
Chomical Foundation (fney. 2o oo.doa-.. ..
Howard K., Mitehel. . ......... L Apr. 12,1010
Locomotive Suporhenter Co..... ' Apr. 22,1919
American Radio Co........... | Apr. 26,1010
Ueorge U, Tompers............. Apr. 30,1019
Walter R. Comfort and J(N)ph Apr. —, 1019
Krieg.
ceeeeee. ] May 2,101

Gvn;gc U, Tompers...

¢ hmmml I onndutlon (Inely. .
L, M. Wheel (w

Whiting & l)uw\
Tlarey D, Robbins. .
1. l'.. Magthies.. . 00000

llurn P. Friecdman and Morris
Fricdman.

Chemieal I“cmnd'xtimn (Ine)....

Walter M. Nones_ .

Holley Seenvities. ...

Chemieal Foundation (Ine.). ..

Bishop Gutta-Perehn Co..
J, G, Hoffman. ...
Robert J, Metzlor
Thomas Hille
Waldes & Co..
Ilmm Proifer, Gustav AL Pl

for, und Gar field 1. Wernor,
Pot«lr) I, I)nl_v ...................

Ad» ph l’ Lmk .................
Hetajoh Waldes, .o L.
Berourd R, Armoue.. . .. ...
Chemienl Foundation (Ine). ...
T, V. Schinvoni, ... oo,

Ameriean Radio Coo.o .. ..
Cliomie:] Foundution (Ine-y ..
Julius M. Reis and Ben {teis. ...

Donald 1D, Davis.eeeenvaneoooens

Willinin Kropfie.ooo oo .. ...
(‘hmnlc.al Foundation (Ine)) ...

Tanners Products (o
U!lil(;d States of Atm‘l e
0 N et eissuimmainia an

s meamies cmee

Doo. ool ..
William Kropit... ..

1 Roturned (order of Attorney

- | Mar, 31,1020

\lu\' 6, 1919
\Im 13, ihe
May 15, 1919
May 24, 1019

\l.u -~y 119
June -—, 1019
June 3, 1010
June 10,1919

June 17,1010
June 24, 110

20, 1Y
25,1010

1,109
16, 1019
18, 1919
Yo 1010

June
June
July
.| duly
duihy
July

=, 1019 ¢
18. 1919 |

A5, g
L 26, 1t
30,1010
. 14.]9!"J
AR LU H

Nov, 26, HIt)
Dee. 1810
Dee, lh. 1919

‘{ 1620

Ui,
j Fob. 26, 1930
| Mar, 9,100
21 Mar, 11, 1920

| A, 3, 1920

T oL

Moo ]
RO § /1 PO

General),

' .

8 parents, 3 trade-mueks 3

C2teadeamarks ool
L2 patents.

L&, 19l ! dpatents.. oL S

Property

1 duslgn. 2 trade-marks, 139 pat-
onts

9 teadc-marks. . o oeen.....

8 patonts, 3 trade-marks, 4 trade
names.

858 potents, 1 trade-mark._.......

34 patents........... cemennsnuane

12 contract rights, 72 patonts. . ..

Cortain trade-marks, ete........

Lapplieation. ... .ooveenvnnen...

1 patont, 2 trado-mnarks, 15trade
names,

Eptents .. eiiiciiiiiananaan

20 patents, 26 trado-minrks. ...

4,123 patents, 845 trade-marks,
402 copyrights, 46 contracts.

4 POMES. i ciccaeaaae

44 patents and tuterost in two

ngresmonts,
2 contracets, 8 patonts. ..

12 smtiems, 23 trade-marks, 9'i
Inbels
APMONtS. e e I

Aoe i L

5|muml~.. N
22 trade-marks. ..o
2 teadeameks..... oL L
putemts.. ool L .
L tendoanark. . e
lplt('nt...‘.. .
17 patents......
17 patents, t trade-tuark.
Apatents oo
2patents.. Lo
dpatents..oooool Lol
2 patents. . C e e
14 teade marks, 1 lihel

T3 patents..
<2 patents..... .. .
1 pratents, 11 e wie-marks

traets.
1 teadesmark...
42 patenls.
A6 trade-mrks
6 tradesinerks. . .
1 patent, b design, 45truln-nmrk~x
20 ymtents, 16 trcle-marks, 2

prints,

diceneansaraencntiaoaanancee

1 pateat, & tindemnrks.. oo

o .
7 'mlt'lll“ ..
2 Crude-minrks,
21 patonts
2 trade-mnrks, 163 trado nines,:
2450 trivde mmlhvw 1 l\bv i
dpatents...oooo. oLl H
20 applications.
1 patent.. P,
3 tradesnv ul\x, v [mlvms .
1 patent, § lnbel 17 teadeamnrks,
1 cnmli ht, 40 trivde names.,
6 eontracts. .
20 patonts, 20 trade-nrk
7iradesmurks. ..o
0 patonts, 10 trade morks ..
Infringement and coutract vights |.
Duamages and profits under 48
palents,
2 contracts. .
7 trado-marks ((‘uh.m & Porto’
Ricun).,

Congider- | Average
ation price
C.M. {......eoe .
$5,100 | $500,
$313,000 | 20, 860, 66
(1" P
$1, 190 35.00
$500 5.32
$1,000 . ...... .
None, |..........
LY 5 P RO
( M lo......
ML e,
32‘)0 000 | '. 45,39
Co Mo Jeeeeranes
$10,000 , 217,35

oM.

-
=
s =T

-

.Lh
1, 0 -
C. M.

C, M,
AL

30 |
2,400 |
C. M.

oo LT

i, 00

teceemesen

fnoo
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Patents, trade-marks, and copyrighta sold by the Alien Property Custodiun from
October 6, 1917, to January 1, 1927—Continued .

|
Cougider- | Average

Assignee ! Date Property ation prico
W Waite Snow............... | Apr. 20,0020 | 10 patents. ... CoMo L
Chemieal Foundation (Inc.) ....! May 4,1020 | 35 patomtse oo iomienamneaaan, $1,750 $:0.00
Watcrous Fire Englne Co. .00 May 13,1020 [ 12patents..........oviinas . ¢, e
Chemicn) Foundation (Ine)....; May 15, 10120 | 403 patents,.
Merton B, Crush_...._.. veeeawat JuNU 8, 1020 | 33 patents.
Thayer & €0....ooenennnenn ~PJaly 21,1020 | 1 patent.
Chomieal Foundation (Inc.) { Dee. 21,1920 | 2 patents..
J. P, Devine. ....... S Feh, 7,1021 | 14 patents.

Feb, 19,1921 | 354 patents

Chemienl Foundation (Inc.
Apr, 25,1021 | Certain right.

Sterling Products (Inc.).... under 2 patenis. .

Chemien]l Foundation (Ine.). .. ) Apr, 27,1021 | 1t patentS. . ooeeeaneaen.. vescann
K""m’ (Immslriul Car Equip- @ Juno 15,1921 [ 17 patents . ooceaannen... ceoenee
ment Co. .
Edward B, Murks Musie Co....| Septl. 24,1021 | 1 copyright...coo.ooo.... veeeeess| Returned, |...... -
American Cellene Co. ... | Sv|llt. 30,1020 | 2 patents._....o...... cvemmecnnes Returned. |..........
ﬂl()llll‘“"ﬂh‘n'- Manufacturing [ Pob, 23,1022 | . d0 o iiciaaianeane- [ IR S,
‘0. (Ine.;.
Duoseope (40 - oooomonnnn. P Bob, 14,1922 | 1 patent. oo oeeeeeesoeeecannas O Jeeeeieen
Julins £, Lidienfeld.............. | Apr. 7,1922 [0 N
Albert T OO e aaanenn Sopt. 26,1922 | 7opatents coooeiiieeaiaen. pmeeean 1,000 142,85
Eti'nst((ilcloon Bek Monufactur- ! Nov, 09,1022 3patents. .o coooieoiiiainnn .-
ng Co, I
Otix Blovator €'o ... CNOV, 10,0022 L patent. e eeeaen
Coppus  Engineering Corporie ' Feb, 17,1928 . .do o omnnrieiiaininianaas

R . 22,1023
v Dee. 5, 1923
- 1 Dee. M,1023

The Burtlett Hayward Co
The United States Vinass
tillzov Corporation. i

Hall Coooo i iicaacacaaans CRoh, 28,10 [ A0 i ieaiaaan 200 fo.o o aee
R, U, Comey CO coeiaacnnanne.. I Mar, 4,192¢ |, (1) . ! The Locea
Clair W, Fairbank. ... i Mar. 10,1024 | 5 patents. ... 3, 500 7000, 00
Westinghouse Electrie & Mo ‘ Sept, 4, 1928 | 2 patentS. (oo iicaiiieanas 10,000 {5 000.00
fucturing Co, f
Richard Saehse. oooe.ooeinaian. i Nov. 6,1921 | & patents..... ceeeececnraa, 250 50,00
Skayef Ball Bearing Co......... VOt 10,1025 | ) patent_...... 5000 ... ..o
Avmin Fieldero ..o ..., Caedidun, 09,1028 (.o ao....... (03 2 N
Sn(fvty Car Heating & Lighting | Dee, 819268 ... 1L YO (O TR
‘o, :

3 ("orrective assigument,

3 Roturned under clajm.

4 fteturned under court order,

Notk.- -Whero patents, trade-marks, and copyrights were sold with the nssets of varlous corporations,
no anoat was set aslde for the valitic of such patettts trade-marks :ned copyrights,

The Cramyay. You do not give any estimated value of the
patents in that report?

Mr. Surnsrnanp, We give here the number of patents, trade-
marks, and copyrights scized, and the disposition by number; those
that were sold ‘and licensed, and the total number held. We hold
now comparatively few that have not been licensed.  We hold some
that we have licensed so that they are being used. They are held
subject, of course, to the license,

Senator McLuay, Has a statement. of interned property and its
charseter been put into the record as yet?

Mr. Svrnsrsaxn. The amount of property seized of interned
Germans?

Senator McLeax. Yes: the character and value: has it been put
in the record in that way? .

Mr. Surnerrasn, I think not. T will see if that information is
available, and if so, will furnish it for the record.

(The statement called for and as afterwards furnished by the
Alien Property Custodian, is here made as part of the record, as
follows:)
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L4

Property held by Alien Property Custodian as belunging to interned cnemics
(estimated only)

Total amount held Feb. 15, 191 e e 83, 4057, 808, 17
Returned under claim to Oct, 31, 1926__ . . ... e B2, 408,17
Amount held Oct, 31, 1926, . e e e ————— 3,100, 00

Divigion of property held by Alien Property Custodian (estimated only)

German________ e e e m et - e emm————————— F231, TO, 441, 83
Austrian and Huangarian. o o e m 120478, 182,31
It OPNO e e —————— 15, 404, 00
Others . e —————— e mm—mm T AR S42. 75

Ot e e e m e ———————— 271, D37, 866, 89

- Senator Jones of New Mexico. As to the patents in your posses-
sion, have you anyone in your office whose dnty it has been to study
the patents now held by the Alien Property Custodian with a view
to estimating their value?

Mr. Sumnerraxn. I do not think that any real estimate of their
vahie has been made. De you mean those «till held. either nnder
license or otherwise?

Senator JoNes of New Mexico. Those still held by the Alien
Property Custodian.

Mr. Sernernann, Whether licensed or not?

Scenator Joxes of New Mexico. Where the title is still in the Alien
Property Custodian.,

Mr. Svrnereaxn, We hold the title subject to the liceuses which
have been granted, mostly through the Navy Department, you know,
and are now being used by the Navy Department.

The Cramyax. T think they must have some record there as 1o
the number of licenses, and what they get for the licenses per annum.
That will give us the oniv veal value.  In so far as the Government
holding those patents is concerned, I notice here there are .45 of
these patents upon which licenses have been issued.

Senator Joxrs of New Mexico. It would be important 1o know
what we are getting for those.

Mr. Surnernann. Colonel MeMullen can give you more informa-
tion about that than anybody else. Tt has passed out of our hands
largely. While we hold nominal title, yet having licensed them to
the Navy Department, they have had to do with the royvalties and
all that sort of thing, and would have more” opportunity to judge
of their value than we.

The Cuamaan, Will you tell Colonel McMullen that the com-
mittee would like to know the total received for the 5,834 patents
solid outright; and we would like also to receive information as
to the amount of annual income received from the 5,418 licenses,
and that is the great bulk of the number seized.

Senator Jones of New Mexico. I should like for the Alien Prop-
erty Custodian to put himself in position to tell us, or to have some-
one in his burcau to tell us, about the patents which he still holds
and which have not been licensed or sold, and give us some data
with respect to them from which we may get some idea as to the
value of these patents,
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The Cuairman. There ate only 77 of them, I see from this state-
ment, that are not licensed or sold. I suppose that this statement
which is now in the record is complete uf) to date. Then I should
like to know the amount received annually from the licensed pat-
ents, trade-marks, and so on which this report shows numbers 5,413.

Senator SHortrIDGE. For the benefit of the committee I should
like to remind you, and it may be recalled, that under a resolution
introduced by Senator King there was an inquiry made as to many
matters, and particularly in respect of patents taken over that were
seized by the Alien Property Bustodian. There were many hear-
ings held by the subcommittee appointed, of which I happened to
be chairman. In those proceedings this subject matter was elabor-
ately testified to. The testimony was printed and is available. M.
Garvan. I remember, was on the stand for many hours, and in a care-
fully {)repared statement he dealt with this immediate subject mat-
ter. suggest that to this committee and to Senator Sutherland,
for in that document you may find a great deal of information in
respect of this subject.

fr. SurHErLAND. These matters were all dealt with and dis-
gosed of in this way before I ever came into office, and therefore
am not as familiar with the details as I otherwise would be.

Senator Joxks of New Mexico. Can not we call upon some one,
either in the bureau of the Alien Property Custodian or in the War
Department, to digest that testimony for us? It would be a
tremendous job, I realize.

Mr. SurHerLaxp, Colonel McMullen has given a great deal of
study to that subject and knows more about it than anybody else.
What we get from the Navy Department for all the patents that
are licensed to them is $100.000 a year. That is all that the Alien
Property Custodian’s oflice gets for it. What they get from them
I do not know. 'That is a matter that Colonel McMullen, no doubt,
could tell you.

Scnator Suortripe. In the hearing to which I have referred it
was testified as to the number of patents seized, their general
character, their problematical potential value, etc. It is all set
forth in those hearings.

Senator ‘Jones of New Mexico. 1 have in mind two things which
it seems to me this committee ought to insist upon from some source:

(1) The basis and valuation of these patents, or rather informa-
tion which will enable the committee to devise some definite plan
for the valuation of these patents; and

(2) The value of those which the Government took over for its
use. So that, frankly speaking, we want to eliminate this arbiter
from this bill and make a direct provision for the ascertaining of
these values, not only of ships but of these patents also, so that this
committee can recommend a definite sum to be appropriated for
tsliese things which were taken over by the Government of the United

ates. :

Senator Reep of Pennsylvania. Just in line with that, Senator
Sl.nthgxéland, have you the appraisal of the radio stations that were
seize

1\("[1'. SurHerrLAND. I have a copy here of the appraisal which was
made.
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Senator Rekp of Pennsylvania. Of which station ¢

Mr. Suruerrany, Of the Sayville station.

Senator Reep of Pennsylvania. One other than Sayville was
seized, but was surrendered to the owners, was it not ¢

My, SurnERLAND, Yes, sir,

Senator Rerv of Pennsylvania, So the Sayville station is the only
ong which was seized and has been retained ¢

Mr. Surnerrany, Yes,

Senator Rrkv of Pennsylvania, What is the valuation put wpon
that station ?

r. SurHERLAND. ‘The total value of $33,016 was put upon that.

Senator Rekp of Pennsylvania. I think it would be interesting to

ut in the record at this point the letter of appraisal, showing the
date of the seiznre and method of appraisement, It is only one page

long,
I\%r. SurHerLAND, I have that with the detailed inventory making

up the figures. ) ]
Senator Reep of Pennsylvania, That is pretty long and goes into

great detail. L
Mr. Surnerranp, It is signed by C. W. Waller, and is dated

June 24, 1918,
Senator Reep of Pennsylvania. I think the letter ought to be
ut in evidence, but unless some member of the committee wants
the detailed appraisal it seems to me unnecessary to cumber the

record with it. )
Senator Jonrs of New Mexico. I should like to know whe made

the appraisal. _
Senator Rekn of I’ennsylvania. It appears by the record that it

was Mr. Waller. Do you know, Senator Sutherland ?
Mr. SurHerraND. I really do not know.
Senator Reep of Pennsyivania, Could you find out ?
Mr. SurherLanp, Yes; I could find out.
Senator Jonrs. And I should like to have you find out by whom

he was a})pointed.

(The letter referred o, to be furnished by the Alien Property
Custodian, together with the other data asked for, and afterwards
furnished, is here made a part of the record, as follows:)

. DEPARTMENT OF THE NAVY,
OFFICE OF THE JUDGE ADVOCATE GENERAL,
Washington, D, C., June 24, 1918.
ALIEN I'ROPERTY C'USTODIAN,
Washington, D, C.

Sme: The “inventory ” of high-power vadio station herewith attached has
been prepured by the undersigned, and covers the entive physienl and personal
property of the Atlantic Communication Co., loented at Sayville, Long Island,
N. Y. The property has been classitied under different headings, and the values
placed on same are based on what might be realized in disposing of the non-
opevating cquipment in the open market. The larger part of the plant equip-
ment has no operating value, due to its being of foreign manufacture, and in a
very bad state of vepair; therefore, it can only be appraised at serap value.

The buildings have no further use from the stundpoint of operations, and
can only be considered as storerooms or temporary quarters for attendants.

The towers are constructed of light-weight materials and are of a design not
constdered good practice for present-day construction of * high-power radio”
work, but a substantinl price has been allowed for same, as well a8 certain
station apparatus which it is possible to use for some time in connection with -
the new equipment now heing installed,

’ -




RETURN OF ALIEN FROPERTY © 219

The smndl supplies and materiels on hand could only be appraised at a price
which might be realized in the open market, sume having nd operating value,
The total price of $33.018 we beliove falrly represents the value of all prop-
erty known us the Sayville station of the Atlantie Communication Co,
Respectfully submitted.
o W, WaLLes,

Senator Rerp of Pennsylvania. Senator Sutherland, as far as you
know or have been able to lenrn from your experience in the Alien
Property Custodian’s office, is it a fact that the merchants of Ger-
many, residing here at the outbreak of the war, were allowed to
remein at least nine months to collect their debts and settle their
affairs, and were permitted to depart freely, carrying off all their
effects without molestation ¢

Mur. Surnerranp, So far as I know, that is true.

Senator Rekp of Pennsylvania. You find nothing in the Alien
Property Custodian’s oftice that indicates that that prinicple, if it
was a principle, was disregarded ¢ ‘ '

Mr. Surnerranp. No.

Senator Reep of Pennsylvania. Have you found anything, or has
anything come to your attention to indicate that women and chil-
dren, scholars, cultivators of the earth, manufacturers and fishermen
unarmed and inhabiting unfortified towns, villages, and places, and
in gencral all those whose occupations were for the common sub-
sistence and benefit of mankind, were allowed to continue their
respective employments and were not molested in their persons, nor
were their houses or goods burned or otherwise destroyed, nor their
fields wasted by the armed forces of the United States, is that sot

Mr. Surnerranp. I have no special knowledge on that subject,
except by what is known by everyone in this country practically,
but that 1s absolutely true.

Senator Reep of Pennsylvania. Of course what [ am reading from
is & paraphrase of the treaty with Prussia which was claimed to be
in effect at the time war was declared. So far as you know that
class of people were compensated for land or property taken in
the United States in the course of war for military use?

Mr, SurHERLAND. Yes, '

Senator Jonks of New Mexico. Let us put in that provision of the
Prussian treaty at this point. '

Senator Rrep of Pennsylvania. It was a treaty originally made, I
believe, in 1784 and renewed at various times down to March, 1829,
and that treaty was believed to be in effect at the time war was
declared. You will find a history of the treatics and the text of
them to some extent set forth in Senate Document 181 of this session,
which I presented and had printed December 22 last.

The Cramman. In Senate Document 182 you will find that that
was in relation to the resolution affecting the administration of the
office of the Alien Property Custodian, and in part 11 you will find
reference to patents, trade-marks, and copyrights. It was made, I
think, by Comptroller General McCarl; and I think the most of the
information we have asked for as to values and where they went is
included in this report. :

Senator JoNes of New Mexico. Senate Document 18217

‘The CuairmaN. Yes. :

Senator Jones of New Mexico. Will the clerk of the committee
get me a copy of that document?

-~
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The Cuairman. You will find it beginning at })age 87.

Senator Harrison. Let me ask Senator Sutherland, before we
adjourn, a question: There was some controversy mentioned on yes-
terday between the German Government and some one in regard to

: Kfoperty in the hands of the custodian. Some question was raised by

r. Carlin, who was somewhat fearful that under the provisions of
this act some judgment obtained in the Supreme Court might be
interfered with, in which some corporation in which the German
Government owned 98 per cent of the stock, and which since has been
liguidated, and the German Government then owning all of it, that
the party recovering iiudgmcnt might not be able to collect under the
provisions of this bill. Will you state what the policy of your office
would be in reference to it—whether or not, if there is any ambiguity
in the language as to that claim to be collected, you would object to
it being clarified ?

Mr. SurHerraAND. There is only one claim pending now on the
part of the German Government, and that is under the terms of a
will by which the German Government was made trustee for some
heirs. This was an American citizen who left heirs in Germany,
and the German Government put in a claim through the ambassador
here. A claim such as you mention would take the ordinary course,
and unless it was specifically provided for in the law, of course it
would not be allowed. But I am not familiar with the particular
judgment to which you refer.

Senator HarrisoN. It would seem to me if the language is ambigu-
ous with reference to it, that claim, which has gone to the courts and
filed in the Mixed Claims Commission, it ought to be so clarified as
that it night be paid.

The Citairman. Have they any defined position ?

Senator Harrison. Oh, yes.

Mr. SuraerLanp, We would inquire as to the ownership of the
corporation, and if the ownership of the corporation was in the
German Government it would be treated as other German Govern-
ment property and not returned. We would not return it.

Mr. Arnvorp. Claims against the Germuan Government would be
paégl q,ut. of the interest of the German Government in the corpo-
ration

Mr. SutHeErrAND, It would be held as the property of the German
Government, and would be subject to payments due from property
of the German Government. That would be one of the sums out of
which our Government could recoup itself for its claims.

The CuHAamrMAN. On ships, ete. ?

Mr. SUTHERLAND, 1es. We still have about $5,000,000 of undis-
closed property, which may or may not belong to the German Gov-
ernment or to the former reigning family of Germany., Eventually,
of course, that will probably be disclosed, or if not we will continue
to hold it.

The Cuamman. Do you hold the property itself or the money ¢

Mr. SuraerLanp, We hold it, whether in shape of money or
property. If it is in the shape of mone{, we put that in the Treasury,
and if in the shapo of property it is held by us.

Mr. Arnvorp. All claims pending in your office would be paid out of
these funds as to German Government property ?

.
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Mr. SuriierLaND, Yes; and there are some claims pending, quite a
number of them. '

Mx;J Avvorp. They would have relief under subsection (e) of sec-
tion 9. :

Mr, SuruerLanNp, Under the general act.

Senator Joxks of New Mexico. By what authority does the Alien
Property Custodian make the assets of the German Government
available for individual claimants through court proceedings? Why
has not that property been seized under the trading with the enemy
act, and why has not title become vested in the Government of the
United States or the Alien Property Custodian? And why should
an individual claimant who may have a judgment against the Ger-
man (Government get a priority with respect to his claim$

Senator Iarrison. This particular claim, as I understand it, is
one where the people entered suit agninst the Secretary of the Treas-
ury and the Alien Property Custodian, alleging that it was a German
corporation and that Germany owned 98 per cent of the stock and a
jndgment was acquired, The case went to the Supreme Court of the
United States, as I understand it, and that court affirmed the judg-
ment, and then they went into Germany and found that the concern
was liquidated, that Germany bought up the other two shares of
stock. Now, as I understand it, all of the funds of this corporation
belong to the German Government and are in the hands of the Alien
Property Custodian. What the parties holding the judgment are
fearful of is that this act might preclude them from collecting it.

Mr. Arnvorp. Under subsection (e), section 9, of the trading with
the enemy act, any person who has a claim against & person with
property in the hands of the Alien Property Custodian, may, if the
debt is deseribed in that subsection, get 1t paid by the Alien Property
Custodian.

Senator Jones of New Mexico. Oh!

Mr. Arvorp, It was under that provision that the Supreme Court
held against the contention of the United States and that the indi-
viduals had priorvity over the United States.

Senator Hazrison. These people do not want to be precluded by a
law that will be passed here that any residue should go to the United
States Government instead of paying their judgment.

Senator JoNks of New Mexico. 1 am sure that no member of the
committee will want to do that if provision has been made for it in
the existing Inw,
thx\h’. Surnerrann, I will be glad to make further inquiry about

at.

The Cramyan, If there is no other business this morning the
committee will stand adjourned until Monday morning at 10 o’clock.

(Whereupon, at 12 m., the committee was adjourned until Monday,
Januvary 17, 1927, at 10 o’clock a. m.)
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MONDAY, JANUARY 17, 1027

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C. _

The committee met, pusuant to adjournment on Friday, January ty
14, 1927, at 10 o'clock a. m., in room 312, Senate Office Building, '
Senator Reed Smoot (chairman) presiding.

Present : Scnators Smoot (chairmaan), ﬁcLean, Reed of Pennsyl-
vania, Shortridge, Kdge, Jones of New Mexico, Gérry, Harrison,
Bayard, and George.

Present also: Hon, Garrard B, Winston, Undersecretary (in charge
of fiscal offices), Department of the Treasury, and Hon. Howard
Sutherland, Alien Property Custodian, ’

The Cuamrman, If the committee will come to order, we will pro-

*  ceed with the hearings. Senator George, you advised me this
morning that there was an attorney that you desired to be heard.

Senator Geonae. Mr. Escher, of New York.

The CHamkmax. Will yvou make your statement?

STATEMENT OF HENRY ESCHER, ESQ., NEW YORK, REPRESENT-
ING THE INTERNATIONAL F0OD PRODUCTS CO. AND THE SWISS
NATIONAL INSURANCE CO.

Mr. EscHer. Mr, Chairman and gentlemen of the committee, 1
appear before you on behalf of an amendment that will have for its
effect to correct what would seem to be an oversight in the treat-
ment of alien property, and that is that the bill as drawn at the
present time does not provide for the return of neutral money as
such to neuntral corporations. There was an amendment in May,
1926, for neutral individuals, but not for neutral corporations. The
situation is a comparatively simple one. There are only a few neu-
tral corporations in the Eosition of the ones which I represent and
on whose behalf we ask this amendment.

The CrarmaN. What are the names of the corporations?

Mr. EscHer, The two that I have in mind, sir, are the Inter-
national Food Products Co.——

The CaairmaN. Located where?

Mr. EscuEer. Located in Switzerland, with a branch office in New
York; and the Swiss National Insurance Co., located also in Switzer-
land, with a branch in Zurich, in Switzerland, and a branch, I think,
in the United States. Money of those two corporations was seized
and sequestered on the theory that they were doing business in enemy
territory. :
223 i
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If I might digress I shall try to be very short. The situation is,
as U say, a comparatively simple one. A neutral corpcration under
the statute is regarded as an enemy corporation if it did business
within enemy territory. These two corporations that I have in
mind, and possibly there are others, find themselves in that posi-
tion. They are incorparated within neutral territory; there 1s no
question about that. And the United States Supreme Court has
held ¢n the appeal of the International Food Products Co. that the

uestion as to who are the stockholders is not to be considered.

hat is to say, a neutral corporation is neutral regardless of the
nationality of its stockholders. You gentlemen, those of you who are
lawyers, will understand, of course, that that is the only reasonable
working rule, and that to go behind the corporate entity and
say that this is a Swiss corporation in name but German in fact would
lead to infinite complicetions and would get us nowhere.

Senator Rexe of Pennsylvania. And yet that is what was done.

The CHaRMAN. Yes.

M. Escuer. Originally, sir, yes. So I would like to call your
attention in the case of the corporation which I represent particu-
larly, this International Food Products Co., that it was incorporated
in 1913 in pursuance of an agreement that had been made in 1912,
consequently there is no question. of course, of the bona fides of
the transaction.

The Cuamyax. Who owned the stock? -

Mr. Eschrr. The stock was owned at the time of the seizure 17.15
per cent by neutrals, and the rest by enemies, some 82 per cent by
enemies.

The Cuamrymay. And they did business in Germany, I suppose?

Mr. Escuer. That, sir, is a question of law which 1s at the present
time pending. We have contended that we never did business in
Germany, but the Attorney General says that because we were a
holding company and owned the stock, in some instances all the
stock, of German corporations, that that constituted doing business
with enemies—in Germany. And that is a point that has never been
definitely decided. To-day I say, in answering the Senator’s ques-
tion, that there is no question but that the corporation was incor-
porated prior to the breaking out of the European war. But the
seizure was not made upon that theory. The seizure was made upon
the theory that four persons who had originally owned this enter-
prise were the owners of the stock, and that the corporation was
merely a fraud or cloak for their operations. We satisfied the Alien
Property Custodian that that view was wholly unjustified, and then
later, after the Supreme Court had said that these corporations
were not to be treated as enemy corporations, came this question of
doing business, : '

Now, I certainly do not purpose asking the committes to go into
that question of law. It is a complicated question. It would seem
as if, for reasons which I shall touck upon very briefly, the fair
thing to do would be to restore to neutral corporations their money
regardless of whether they were considered as having done business
in enemy territory or not. o :

Senator Reep ¢f Pennsylvania. Let me interrupt you so we may

get the issue defined.
Mr. EscHEer, Surely, sir.

A ]
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Senator Reep of Pennsylvania. The amendment that appears on
page 27 of the bill that is before us would appear to release to your
clients immediately 80 per cent of the amount of its property now in
the hands of the Alien Property Custodian; that ix correst, 1s it not?

Mr. Escuer. That is correct. ) )

Senator Reep of Pennsylvania. Your people ave dissastisfied with
that and want full 100 per cent?

Mr. Escuer. Yes, sir. And may I add that while this is perhaps
an ideal rather than a practical suggestion, that we particularly de-
sire a clean bill of health. That is, we are extremely anxious not
to come before Congress and say we will admit that we are enemies
and we would like to receive our money back by virtue of the legis-
lation giving it back to former enemies of the United Statex. We
feel that we are neutrals and that we are entitled to take it on the
theory that we are neutrals, and that under 9 (a) we had a right
to it 1n the first instance. That is to say, we never were in the posi-
tion where the property, though I will concede it was properly
sequestered, shoutld have been held. We were not in a position where
it should have been held. I do not want to take up the questions of

aw.

Senator Harrison. How much would it amount to now if these
nent;’al corporations got the 100 per cent instead of the S0 per cent
now? )

Mr. Escier. I am told—I know that in Swiss hands there is about
$1,000,000 involved. ‘That is to say, these two corporations that I
know of particularly, one of whom I represent. have had sequestered
about $1,000,000. My best information is that Dutch money and
possibly some Swedish money and some Spanish money would
reach another $1,000,000, so the total amount involvel would be two-
fifths of $2,000,000. There is not a very great sum. but we think
there is a very serious principle involved. And in that connection
I would like to call the committee’s attention to the fact that it
would seem to be very desirable to establish a precedent here to the
effect that private property will not be -held. at least under these
circumstances.

Adverting very briefly—- :

Senator Reep of Pennsylvania. I am going to ask you to pardon me
again, because I thought I stated your attitude, but T wonld like to
have your auswer to this. If you amend section 9 of the trading with
the enemy act, as is provided on page 27, we fiud that section 9 (b)
of the trading with the enemy act provides for the absolute return,
without retaining any percentage, to certain persons that are men-
tioned in 11 different subsections. We now would add 5 additional
subsections to that, and No. 13 would cover the case of your client.
yllyedoes not the bill as it stands amply take care of yonr corpora-

ions?

Mr. Escaer. Because the bill, sir. in line 13 at page 27, provides
that the consent provided for in subsection (m) has been filed as
an accommodation precedent to receiving back vour money, which
means that we woulg get 80 per cent instead of 100 per cent.

Senator Reep of Pennsylvania. I see.

Mr. Escuer. That is the theory of it. In other words. nmy I sug-
gest, these amendments as drawn completely satisfv the case of
the return of German money. but I think that T am not incorrect
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in saying that Swiss money, neutral money, has nowhere been con-
sidered in this statute. We have taken that up with the Depart-
ment of Justice, and I understand that some tfnem have expressed
themselves to the eftect that they did not want to do it. That ihey
thought that the neutrals, so fay as the neutrals were not enemies,
would get their property anyway, because, of course, the statute pro-
vides for a suit at law, and so far as they were technically enciies
they had better take what they could get and be satisfie! with that.
And we do not enoose to aceept that position. We very respectfully
protest before you gentlemen to the effect that if we are neutrals,
that the history of the law, the law itself, and justice and morals re-
quire that this property should be refunded, not as a matter of grace
but as a matter of right,

The Cnamman. Do you think that it is morally right that if
German nationals own 83 per cent of all the stock of the Swiss com-
pany that they ought to be paid 100 per cent, and the American
claimants can wait for theirs, German claimants getting 80 per cent ¢
Do you think that that is morally right? I am not speaking of the
law now, I am speaking of the moral question.

Mr. Escuer, i understand your position, I 1 may answer your
question, Senator, by giving you the facts of these two cases, you will
see what 1 meant when I snid that it was not feasible to go through
the corporation organization. I will answer your question in just a
moment. In the cnse of the Swiss National Insurance Co. I under-
stand that 50 per cent, roughly speaking, of the stock is nonenemy
held. In the ense that I speak of 17.15 per cent only is nonenemy
held. In our case there is a bond issue, 50 per cent of which is in
the hands of neutrals. The corporation’s stock was very gravely
impaired about 1920, so that they wrote off something like 96,000,000
Swiss franes.  Call it $12,000,000 or $13,000,000. Tt is the bond-
holders at the present time who have the real first lien on this
money.

While that does not answer your question, the academic ¢‘||lestion,
as to whether or not if 83 per cent or 82 per cent are Germans,
whether those Germans should have their money, it does show the
difticulty of inquiring into that question, and [ submit that it shows
that more injustice will be done by not returning the money than by
returning it, because the stockholders are going to lose it. Besides,
the stockholders are not going to get this money. This corporation
keeps this money us part of its capital stock, and there is nothing to
indicate that it is going to be distributed to the Germans, It is going
to be kept in the treasury of the corporation where it is going to
do business, among other things, in neutral countries, beeause 45 per
cents of the stock of this corporation is invested in neutral countries,

Now, with your permission I would like to say one word as to
the motives which underlie this discussion here. The question is
not a new one, this question of who is a neatral corporation and
who is not is not a new question. Tt arose at a time when the
trading with the enemy act was enacted in 1917, The bill in
those days was in charge of Assistant Attorney General Warren,
and the question arose before the conunittee of - the Senate as to
what that mesnt; as to whether or not a neutral who had for in-
stance, relations with an enemy country would be regarded as an
cnemy—I am speaking of corporations—and would be apt to lose
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his money. And they asked Mr. Warren, the Assistant Attorney
General, about that question and he said that “‘doing business’
is a very well recognized phrase and has a clearly defined legal
menning. Doing buiness within Germany is, of course, different
from doing business with a German citizen,” -

Senator Vardman asked him, * What do you think about it?”
and he said, “ Personally, I say we use the words * doing business’
beeause those words have been given a definite meaning by our
Supreme Court, and I am surprised to find that anybody misunder-
stood them.” :

And then he goes on to say that * doing business ™ means having
an office within an enemy territory. ‘

The Camman. Well, do you take that ground, that if I send a
sample out from America to a firm in South America and 1 have
no’ office in South America, that I am not dealing then with a
foreign country? 1 do not say enemy now, I say with a foreign
country. '

Mr. Escuer. No: we think that beyond any question yon arve.

The Cuamrman, Yes, .

Mvr, scuer. But we think that the statute using the words “ doing
business within enemy territory ¥ had a perfectly definite meaning,
The Commerce Committee reporting it out said:

* Doing business within Germany,” of course, means having a branch or
agency actively conducting business within that country. ‘The bill does not
bring within the term * enemy ™ a neutral nnless such neutral has a brauch of
its buxiness within Germany.

The Cuamman. In other words, they could ‘do business just
across the line outside of Germany, no matter whether north, south,
east. or west; they could carry on a business there and furnish Ger-
many with anythmg that Germany may want to purchase that they
carry, and then they would not be doing business within an alien
country ¢

Mr. Escupn. That is corveet, May I say this in answer to this
question, gentlemen: This whole discussion, gentlemen of the com-
mittee, is founded upon what seems to me a very serious misappre-
hension, Switzerland is a country of about 4,000,000 inhabitants.
It has no raw materials, and it conld not do enough business within
the confines of the Swiss Confederation in a year to support one
of its national banks., I mean by that that the great majority of
the business of the corporation is entively outside of the limits of
the confederation. Now, may I not suggest. that, that. being the case,
it is natural—in fact, it is inevitable—that Switzerland should do
business with its neighbors; and I am frank to say that, as a leyal
Awmeriean citizen, T was shocked when the Attorney General first put
the suggestion before me—when it was first suggested that we had
done any wrong because we had done business with Germany. 1In
the first place, it would mean economic ruin.  Of course, Switzer-
land would have gone to picces in a week if she had not done busi-
ness with her neighbors, because she did not have any food, let alone
sny money, DBut the thought that there should be any objection to
the Swiss doing business with Germany during the war seoms to me
to be wrong.

The CairkmaN. What articles did the companies that you repre-
sent furnish Germany?
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. Mr. Escaer. The Swiss National Insurance Co. is an insurance
company, and the International Food Products Co. was a manu-
facturer of chickory, which is a coffee substitute. It is a food prod-
uct, and indivectly, of course, went to assist the enemy. There
were no munitions or anything of that sort. Neither as I under-
stand it was the slightest charge made against any of these corpora-
tions that they were guilty of any disloyal act against the '[}r)lited

‘States. They found themselves on the south of the Rhine, and

Germany was on the north of the Rhine. They had done business
for a hundred years—for a thousand years when they were not
fighting with each other, and of course under the circumstances they
continued to do business. And later when the Allies furnished food,
and the United States were in the front ranks in doing that, the
stipulation was made that as in Holland. the 8. 8. 8., the Société
de Surveillance Economique (Suisse), was incorported, which
society had the duty of seeing to it that imports into Swirzerland
into neutral countries were not diverted into Germany, except with
the consent of the Allies, and under those circumstances it would
seem that the Swiss corporations avere neutral. Now, if the statute
says that they were not neutral by reason of the fact that they did
business within eaemy territories. and we did considerable rein-
surance in those countries, we come to this committee and ask that
it be good enough to change the law so that that situation no longer
exists, and they may get back their money.

May 1 make this suggestion. There was one forcible argument in
favor of the law and of the seizures. and that was the faet that a
Swiss corporation, like these two, like any others functioning in

-Switzerland, having a source of revenue in the United States, could

not be reached and could not be prevented by the United States from
transmitting that money into enemy hands.  And that being the case
we took the position from the beginning that the United States was
well within 1ts rights in seizing, not because there was any warrant
in international law for such a practice, but simply by reacon of the
fact that the statute was passed to cripple the enemy, and that if
it had not been done eventually it would not have been possible to
revent American money from getting into Germany through
witzerland. There was no charge of moral turpitude against these -
corporations. -
s I understand it, this sequestration is in ho sense of the word
a penalty. It was a war measure, and as long as the war was on
we had no complaint to make. But now the war hs been over for
eight years, and yet there is no effort to restore this property. The
theory seems to be that you did something that should not be done
and under the circumstances you are not going to get vour property
back, or if you get it back you are going to get it back a« a matter of
grace by act of Congress.

Senator Bavarp, Were there any other similar cirenmstances by
which the representatives or any of the officials of any of the allied
governments took over similar property of the Swiss corporations?

Mr. Escuer. I have no knowledge of any such case, and I do not

think it occurred. I have investigated the question somewhat, and

I am told that there were hundreds of Swiss corporations doing -
business in all the countries of the world, including the United

’ Al .
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States, and with the exception of these two or three, none of them
were sequestered. o :

Senator Bayarp. And whose. individual securities were held pro
tanto, as these were, by a majority of German nationals? :

Mr. Escuer. That I would not care to say, Senator, that I do not
know, but I think surely there must have been, because there was a
great deal of German capital invested in Switzerland. I may add
that the Swiss have changed their corporation laws since the war
ceased to prevent that. They are the first to object to the majority
control by Germans, of corporations. '

Senator Bavarp., Such corporations as those that yvou represent
would unquestionably have come in contact with England. France,
and Italy, and I thought some question might well hdve arisen after
the declaration of war by those countries against (Germany.

Mr, Escaer. Must have arisen.

Senator Bavarp, Must have arisen. But you know of no instance
in regard to the settlement of those claims as to what was done by
the official representatives of those countries in regard to the German
interests in those corporations?

Mr, Escuer. No, I do not know; and as I say, I have not in mind
any instance where England, for instance, had such a case—I think
England would have done it, because her act was very similar to
ours, but I have no case like that in mind where such a case happened.

Senator HarrisoN. Did you present this matter to the Ways and
Means Committee of the I-I):)use?

Mr. Escuer. It was presented. I do not think it was formally
presented. We saw Mr. Green on several occasions and spoke with
some of the other members, and for some reason the Ways and
Means Committee felt that they did not want to put the amendment
in at that time. We offered an amendment to them, but they did not
put it in.

Senator HarrisoN. They did not accept your argument, then?

Mr, Escuer. I do not know, I am sure. We did not appear per-
sonally before them.

Senator Reep of Pennsylvania. I think you are wrong about these
two corporations being the only two corpcrations that are in this

osition. The Alien Property Custodian tells me there are others.
The American Metals Co. is one of them. And I understood from
other sources that there are several corporaticns in the same predica-
meunt, Swiss corporations.

Mr. Escurr. That, of course, may very well be. I think I may
say that there are no other cases in the courts, because those I have
followed. I have no means of judging that there are, but the min-
ister of Switzerland told me on Saturday night that so far as he
knew there were no other Swiss corporations. The American Metals
case depends, as I understand it, on a question of title, and is a differ-
ent question from this one. And there may be other neutral corpo-
rations, but not many Swiss ones.

Senator Reep of Pennsylvania. You say the Swiss minister told
you that these two were the only two? '

Mr. Escugr. That he had any knowledge of.

Senator Reen of Pennsylvania. That he knew of? '

Mr. Esciuer. That he knew of, or that had been brought to the
attention of the legation, involving this question.
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In final word may I say, then, that our position is that the statute
as it stood was proper and protected the interests of this Govern-
ment up to the clode of the war. That since that time there does
not seem to be any justification for holding this money. That we
should like to get it back as neutrals, and not as enemies. And that
we think that a simple amendment—it has already been submitted,
as I understand it—a simple amendment providing that a corpora-
tion organized or incorporated within any country other than Ger-
many, etc., if that were added to the list of those persons entitled
now to get back their money, would he sufficient to cover our case.

Senator Reep of Pennsylvania, What is the amount of the prop-
erty held by the Alien Property Custodian belonging to these two
corporations? °

r. Escuer. About eleven hundred thousand dollars. And T am
told that the total money that is involved in claims similar to this
on behalf of all neutrals is less than $2,000,000, so far as anybody
knows. I think the Alien Property Custodian would be the only
one could give you official information.

There is also, gentlemen, a treaty, 1850, with the Swiss Govern-
ment, which contains a most-favored-nation clause, and which we
think ought to be considered in connection with this question, as it
seems that the provisions of that treaty have been—I would not say
violated, but have not been observed, and if you gentlemen desire
any further information of course I will be very happy to give it to
you. I have all the facts here. :

I thank you much for listening to me as patiently as you have,
and I trust that you will see your way clear to put that in.

Senator Evce. Did I understand the amendment was offered in the
Senate ?

The CuamMman. Did you offer it, Senator (zeorge?

Senator Groree, No; I did not offer it. I have a copy of the
amendment, and I understand that some one has offered it or expects
to offer it. '

The Cuairmax. This meeting was called this morning primarily
for the purpose of hearing Colonel McMullen on patents. If Colonel
McMullen will take the chair

Senator Jongs of New Mexico. It may be that the Alien Property
Custodian can give us the informution I had in mind.

STATEMENT OF LIEUT. COL. JOSEPH I. McMULLEN, JUDGE ADVO-
CATE, CHIEF OF THE WAR DEPARTMENT PATENT SECTION,
Agl) SECRETARY OF THE INTERDEPARTMENTAL PATENTS
BOARD

Senator Joxes of New Mexico. What is that board ¢

Colonel McMuLLen. That is a board set up by Executive order
of the President in 1922 for the coordination of the patent activ-
ities of the whole Government. The primar{; purpose was to get
together in one office all the patents owned by or licensed to the
Government, so that we could disseminate information to all depart-
ments of the Government, and they could use them without some
department making the mistake of making a contract to pay royalties
on a patent that the Government owned or already had a license on.
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Senator JoNEes of New Mexico. Let me see if I understand the situ-
ation: A number of patents taken over during the war were sold to
a third party, I believe.

Colonel McMuLLEN. Yes.
~ Senator Jones of New Mexico. And may we have the amount re-
ceived by the Government, I mean received by any one for those
patents which were sold, if you have that information?

Colonel McMurLLeN. No, sir; I have not that information. I
think the Alien Property Custodian has it.

Senator JoNes of New Mexico. Have you that information, Sena-
tor Sutherland?

Mr. SurHerLAND. Yes; I have a statement showing the rovalties
received—— :

Senator Joxks of New Mexico (interposing). No: as to the
amount received for patents which were sold ?

Senator Ence. Do you mean that were sold outright ?

Senator Jones of New Mexico. Yes.

Mr. SurHirLAND. I have here a statement which gives the amount
received for all patents sold, all persons to whom sold. and the dates
and whether it was a patent, a trade-mark, or what.

Senator Jonks of New Mexico. Is that a voluminous document?

Mr. SoururerLanp. No.

Senator JoNEs of New Mexico. What do the totals show, as to the
number of patents sold and the amounts received?

Mr, SurHerLaND. The amounts received are not totaled up. Tt
would take a machine to do thut. But the amount is not very large.
We sold some patents to the Chemical Foundation for %230,000,
and then some other patents to several parties for a total of $31:3.000,
and then some others to other parties for $1,000.000. As to the
others, the most of them are small amounts; not exceeding $5.000.

Senator JoNes of New Mexico. I think we better have that docu-
ment put in the record. And I wish you would have the totais
ascertained before you finally put the statement in the record.

Mr. SurHerLanp. All riggt; I will do that.

(See p. 659 Transcript.) .

The Cuaikman. In Mr. McCarl’s report there is a total of $1,370,-
000 received, with some little detail.

Senator Jones of New Mexico. I first want to get the amount we
have received on account of sales.

The CHairMAN. It shows here $1,370,000.

Senator Jones of New Mexico. And that included how many
patents?

The CHamrmaN. I do not know that it shows the total. Do you
mean whether trade-marks, copyrights, or something else?

Senator Jones of New Mexico. Either one or both.

The CHarMan. You will have to get it from the Alien Property
Custodian because this report does not show that detail.

Senator Jongs of New Mexico. I ran through that report very
hurriedly, but I was unable to get the information.

Mr. SvrheruaxNp. T will have it totaled up for the record.

Senator McLLean. How were those sales negotinted? T mean, was
there any competition?
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Senator JoNrs of New Mexico. I understand that there was not,
but I think it would be well to get that officially in the record, as to
how the sales were consummated.

The (‘namrmax, Do you know, Colonel McMullen?

Colonel McMuLLeN. Yes, sir; they were practically all made undeg .
private negotiations. -

Senator McLEeaN. As to the question of their real value, was
that known or estimated at the time of sale?

Colonel McMurrex. Well, in some instances it was, of course, but
in other instances they just, I think, placed a more or less arbitrary
value on them.

“ The Cuammax. It was a case something like this: That they
knew as to one patent it was worth the amount they paid, and if
they got anything in addition they were that much ahead.

Colonel McMurnex. That is true in a group of patents.

Senator Joxks of New Mexico, None of those were sold to the
Government direct.

Colonel McMvuLLEN. Yes, sir; there were 187 patents and what
thev call contracts sold to the Government direct, for which we
paid in some instances only & nominal consideration, $1 per patent.

Senator JoNks of New Mexico. But were they actually sold to

the Government ?
Colonel McMurieN. Oh, yes; and some of them are very im-

portant patents, ) :

Senator Reep of Pennsylvania. Such as what?

Colonel McMurLeN. Radio is the one outstanding patent among
the group, covering a hard filament for radio tubes. At that time
it was not worth much because it was quite some years ahead of
the art, but now the hard-filament radio tube is what is called the cat’s
whiskers in the art in the matter of radio tubes. And, by the way,
those were applications for patents only, and the patents have not
vet been issued. ‘There has been quite an interference in the Patent
Oftice, and also litigation.

Senator Reep of Pennsylvania. Were they actually used during
the war!?

Colonel McMurLeN, No; but they were applications that the
War and Navy Departments joined in buying.

Senator JoNrs of New Mexico. Are they in use vet?

Colonel McMurLeN. Oh, yes; everybody is using them, They
found the hard filament of the greatest benefit in radio broadcasting
tubes and also for use in reception tubes. They were found very-
much move satisfactory than the soft filament.

Senator JoNks of New Mexico. Is the Government granting to any
other people the right to use that patent?

Colonel McMurrex. Those patents were purchased through the
War and Navy Departments, but in the name of the Secretary of the
Navy. 1 understand that the Navy Department has granted, under
the authority of an opinion by the Attorney General, what you might
call a cross license agreement with the International Radio and Tele-
graph Co., the right to use their patents, in consideration of their
granting to us the right to use their patents. The agreement was
revocable, was a revocable nonexclusive license, just merely a license
for a use that could be revoked at any time.

-
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Senator Epse. Then we do not receive any remuncration for that

usef ‘
Colonel McMuLLEN. We receive remuneration in the way of use of
their patents. ;
Senator Epce. But so far as those valuable patents are concerned

that we hold through seizure, we have never in any way received any

income from them.

Colonel McMuLLEN. No; because we have no authoriiy of law to
license the use of them other than under a revocable license, and you
i'palize that nobody is willing to pay much money for a revocable
icense, -

Senator Ence. 1 was just asking for information as 1 did not know
our policy on that matter.

Senator Jones of New Mexico. Is it necessary for the Government
to retain title to that patent if it should be issuned?

Colonel McMurreN. ‘It would be highly desirable: yes, sir.

Senator JonNes of New Mexico. To the exclusion of all private
manufacturers?

Colonel McMuLLeN, Well, we ecither ought to have title or a
license, because both the Navy Department and the War Department.
that is, the Signal Corps of the War Department, and the United
States Shipping Board use these patents, of course, very extensively
now. We have a regular system operated by the Signal Corps at
great profit to the Government, ang, of course, the Navy use them
very extensively in all their operations.

Senator Joxks of New Mexico. You say “at great profit to the
(iovernment “: in what respect do you mean? -

Colonel McMuLLeN. In the saving of telegraph costs. You see
it costs very little to transmit messages by radio with our system,
and so we send all the business possible over our radio system instead
of by telegraph, and, of course, we have to pay telegraph tolls when
we send messages by telegraph.

Senator McLean. Would the ownership of these patents by the
Government be helpful in event of the enactment of legislation
controlling them?

Colonel McMurLeN. Oh, very much. Control of a group of radio

patents that way would be very helpful in forcing the industry to °

treat the Government right. We have used them to some extent
already in that way.

Senator Joxrs of New Mexico. Do you manufacture your own
apparatus or appliances? .

Colonel McMuLLEN. Well, we have done so at times under special
authority of Congress; that is, we have carried on certain research
work and then made contracts for the actual production. We have
done experimenial and design work, you might say, in broadcasting
tubes because we could not get satisfactory bids for broadcastin
tubes because of adverse interests of patentees. There are a goo
many Fatentees in radio who claim the right to certain things that
are in litigation, and it puts the Government up a tree in its desire to
furnish radio tubes to the Shi{)(f)ing Board. For instance, under the
De Forrest patents they would not sell broadcasting tubes for use
for commercial purposes, and under our system—I mean the War
Department system—we handle commercial business from outlying
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places like Alaska, Hawaii, and other distant points, and we could
not agree to the terms of the contract that we would not use tubes
for commercial purposes. Furthermore, the War and Navy De-
partments furnish the United States Shipping Board all their trans-
mitting tubes, which are used almost exclusively for commercial pur-
poses. So we had to go out into the field and develop our own
tubes and take the chance of being sued on the patents, and we
have not been up to date.

Senator MclLeax. Is your contract of such a reciprocal nature by
which you could estimate the actual value of these patents, supposing
that they were in possession of owners who could demand a royalty
or annual income from their use?

Colonel McMuLLeN. There is no rule of thumb method for valuat-
ing any patent, but the Supreme Court of the United States and
the Federal courts, as well as the Court of Claims, have adopted
a system that where there is no possible means of fixing the actual
damage in patent cases and where a patent is a pioneer patent in
an art, that the royalty is worth about 20 per cent of what it cost
to manufacture the article, whatever it may happen to be. And
where it is a very small improvement on a patent, involving a small
contribution to the art, they have decided that it is worth less than
1 per cent of the manufacturing cost. So that, you have a range
of value of from 1 per cent to 20 per cent where you have no method
of arriving at the actual damz:lge to the patentee, You simply apply
the rule that I have mentioned. That is what the courts have done.

Senator Jonks of New Mexico. Have you attempted to apply it
in making any estimate of valuef

Colonel McMuLLeN. Oh, yes. That is how I arrived at an esti-
mate of the value of these patents to the Government, by applying
that rule. And that is the only possible rule that could be applied
in this case, because the German owners could never fix any actual
damage. We would not admit it, anyway.

Senator Encr. Twenty per cent royalty on the series of radio
patents that you speak of, now in general use, would be a very large
sum,

Colonel McMurLLeN. We do not admit that that is a pioneer
patent. It is valuable, but we do not admit it to be a pioneer patent
and therefore entitled to 20 per cent. As a matter of fact, there
is not a_patent in the whole group that is entitled to the 20 per
cent. The most outstanding patent in the group of patents we
will have to adjudicate are the Diesel engine patents, but they are
bg' no means pioneer patents. The pioneer patents, in the most of
these arts, have long since passed to the public. These are all im-
provement patents; I do not know of a single pioneer patent, with one
exception, in the whole group..

Senator JoNes of New Mexico. That is, of all the patents that the
Government purchased. :

Colonel McMuLLeN. Yes; either purchased or used.

The CizarkmanN. What is that Earticular patent ?

_Colonel McMurLen. That is the salvarsan patent, which will ex-
pire in about one year more, and it is invalid.' I am merely talking
about the assumption of a 20 per cent royalty on a pioneer patent
when it is valid. A great many of these German patents are on
their face invalid. . .
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Senator McLgan. How do you estimate the value of a patent like
salvarsan ¢ :

‘Colonel McMuLreN, This is a pioneer patent if it were valid—

Senator McLeaN (interposing). We will assume that it is not. valid,
and then what is it worth?

Colonel McMuLLeN. It is not worth a cent.

Senator McLEeaN., The courts have so decided ?

Colonel McMuLLeN. Yes, sir. ‘

Senator SHorTRIDGE. Are you now making an inquiry as to the
value of these patents. Mr, Chairman?

The CuamrmaNn. Of the Government patents.

Senator SHORTRIDGE, The value of the patents taken over.

The CaamMman. Of the 187 patents purchased by the Government.

Senator JoNes of New Mexico. The real purpose of my original
question was not only to ascertain the amount for which these patents
were turned over to the Government, and the value to the (govern-
ment of the patents, but also to ascertain the advisability of owning
the entire patent under these various articles which the Government
is actually using. May I ask whether or not it is true that the Gov-
ernment should control absolutely these patents, the entire patent,
or merely the right to the use of a great many of these patents for
its own purposes?

Colonel McMurLEN. In general what we call the nonexclusive right
to use is suflicient for the Government. There are exceptions to that
rule and where the Government ought to absolutely control the
patents. I think that is true with respect to these Salversan patents
for exumple. There are a lot of these alkaloidal patents and pharma-
ceutical patents that the Government ought to control. The reason
is this: Take the drug patents, many of these drugs which are used
as specifics, for many diseases other than Salversan, oxidize whep
they are exposed to the air and become dangerous to health. There-
fore they ought to be produced only under the most careful super-
vision of the Government, just as anything else that affects the public
health. And that is what we are doing to-day; we are supervising
the production to-day of quite a number of drugs.

Senator Joxks of New Mexico. For general consumption by the

ublic?
P Colonel McMuLreN. Yes, sir. _

Senator Joxes of New Mexico. On the same theory if we have to
have alcohol in any form as a medicine, which is considered danger-
ous to the public, you think that ought to be produced by the Gov-
ernment also? . .

Colonel McMurLin. Well, I have never considered it dangerous
to my health anyway., - .

Senator Joxrs of New Mexico. The eighteenth amendment of the
Constitution would rather indicate that that was the public mind on
the subject just now. So the illustration is not a theory but is to the
point it seems to me.

Senator Joxes of New Mexico. For the record: The Government
itself took over directly a large number of patents or bought out-
right a large number of patents. and what was the amount of the
purchase price for those patents? i

Colonel McMurrex. Well, we bought cutright only 187 patents,
and I should say all we paid for those 187 patente was $187. My
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recollection is that we only paid a nominal consideration for the
patents we purchased. But we took a nonexclusive license from the
Alien Property Custodian for 5,850 patents, in which the Navy and
War Departments joined, and paid $100,000 for the license.

Senator Jonrs of New Mexico. Well, is that $100,000 per annum¢

Colonel McMuLLEN. Noj it is a lump sum,

Senator Jonks of New Mexico. That is a nonexclusive license?

Colonel McMuULLEN. Yes.

Senator Jonks of New Mexico. And there were 187 patents where
we took over the entire title?

Colonel McMuLLEN. Right, title and interest, yes, sir. :

Senator Joxnes of New Mexico. Are those 187 patents all of the
same general character, I mean as to the necessity of their exclusive
use by the Government?

- Colonel McMurLeN. No, sir; I do not think so.

Senator Jones of New Mexico. Well, to what extent might we

differentiate ?
. Colonel McMuLLex. Well of course you take the engine patents and
I think, if I recollect correctly, the ordnance patents, there isn’t
any reason why we should have an exclusive right. 1 do not know
why. of course, they took the exclusive title to the patents in some
instances, ‘The reason we took the exclusive right and title to the
radio patents was that we wanted to get a group of patents to
protect the (zovernment,

Senator Jongs of New Mexico. But even in those cases we do not
need the exclusive right, do we?

Colonel McMuLLex. No; we do not need it except that it will
be a good club in the hands of the Government to make the industry
treat the Government right. That is from our point of view.

Senator Jones of New Mexico. Well, are any of these patents old
with respect to the patent law, for the value of the pdtent?

Colonel McMuLLeN. Old in the art, do you mean? :

Senator JoNks of New Mexico. Yes, old in the Patent Office.

Colonel McMuLLeN. Oh, yes. I should say practically 50 per cent
of all these patents have now expired. 1 have the exact figures on it.

The CuairymaN. That is of the 187 patents?

Jolonel McMuLLEN. No, I mean all of them. 'The total patents
I have the figures.

Senator Joxgs of New Mexico. Would that include the 187 also!

Colonel McMuLLeN. Yes. I have the exact ficures on all of those.

Senator Joxes of New Mexico. Well, I would like to have that
put into the record. I would like to know to what extent the patents
have now eﬁ)ired.

Senator McLeaN. Well, what is the Government going to do at
the end of the 17 years with the patents which they should control
exclusively ¢

Senator JoNes of New Mexico. They can not do anything.

Colonel McMurLeN. They can not do anything,

Senator JonEs of New Mexico. And it seems to me that your ques-
tion involves a very important feature of this whole matter.

Senator McLean. I think so.

Senator JoNes of New Mexico. That we should bear in mind that
our exclusiveness in any event will only be for a limited period, and
if we could not have the exclusive right after the period it is rather

' -
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(liﬂ"!(&l(lilt- to see why we should have the exclusive right during the
eriod.

P Senator McLEan. I suppose ultimately we have got to rely upon
the interstate commerce clause of the Constitution to control the
radio and other things that affect interstate commerce,

Senator JonEs of New Mexico, Yes.

Colonel McMuriex. Well, 102 of the 187 will have expired at the
end of 1929. We fixed that date because we thought that that would
be about the date that this thing would be cleared up. And of the
others, those licensed to the United States, 4,244 out of the 5,850
will have expired at the end of 1929. :

The Cramman. I suppose the same will apply to the 6,000 that
were purchased by the Chemical Foundation?

Colonel McMuorLLeN. Well, I have that, too. - Three thousand and
eighty-six of those will have expired at the end of 1929. And there
are 5,055 of those patents. without duplications, under which we
are licensed from the Chemical Foundation,

Senator Joxrs of New Mexico. Well, now then, let me sce if I
have this thing right. The Alien Property Custodian has sold to
the public, or rather to a purchaser other than the United States,
a large number of these patents, for which it has received a cer-
tain sum. somewhere between one and two millions of dollars. It
sold to the United States outright patents numbering 187 for the
consideration of $1 each. Those are patents which the Govern-
ment has assumed to retain the exclusive use of.

Colonel McMuLLeN, Yes,

Senator JonNes of New Mexico. It has not actually retained the
exclusive use, but has sublet, we may say, the use to individuals in
the United States,

Colonel McMurLeN. Or corporations.  No indivic-als.

Senator Jones of New Mexico. Well, I mean corporations.

Colonel McMuLLEN. Yes.

The Cuamyan. For Government purposes or for all purposes?

Colonel McMuriLeN, For all purposes.

Senator JoNes of New Mexico. Then, is there any way of estimat-
ing the value of those patents to the Government for governmental
use only, and to relense them for general use by the public? Is
there any way to estimate the value of the use to the Government
if it did not retain the entire use, but released to the owner the
right to t?he use of the patent for all purposes, except governmental
urposes ?

l Clolonel McMuLLeN. Yes; you could esuimate that value.

Senator JoNes of New Mexico. Could you establish a definite
rule for that estimation?

Colonel McMurrex. The rule I have already given: that is to
say, we know what the Government’s needs have been in the past,
and we could estimate what they would be in the future. with re-
spect to the life of the patent, and simply multiply that by the per
cent which we would give to the patent as to its contribution to the
art, whether it was a pioneer patent or an improved patent. An-
other consideration that the court gives is the quantity of production,
If you produce a large quantity. of course the percentage of royalty

goes down,
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Senator McLeaN. Now to what extent is this question of the value
of these patents involved in the pending legislation ¢

Senator Jones of New Mexico. Well, I have been seeking this
information so that if possible we may devise some plan for handling
this situation other than that contained in the House bill.

Colonel McMuLLeN. Do you wish me to answer your question,
Scnator ¢ .

Senator McLean. Well, I did not know but what the witness might
have some views on it.

Calonel McMucrLeN. Well, I can say this. You can not fix any
rule-of-thumb method that I know of, they never have been able to
devise any, or arriving at the value of ¥atents, I mean in general, or
in groups, or the whole lot, because for the very reason that one
patent may be a pioneer patent and the other one & very small im-
provement patent, and so you have got to apply ull these rules to
each patent, and then find out what the user is or has been or is
expected to be, and apply the rules to each patent in particular.
There is no other possible way of doing it.

Serator Jones of New Mexico. Well now, there are several thou-
sand patents here, and if you were to try out each one, and in a con-
troversial way involving the various points which you have dis-
cussed before the committee, when would we probably wind this
thing up? :

Colonel McMuLLeN. I suggested to the Ways and Means Commit-
tee in the House I think the language is all right if the arbiter
adopts what you might call an arbitrary way of handling the whole
matter. You have got this proposition under the law as it now
stands. You have got a license to the Government from the Chemi-
cal Foundation under 5,850 patents. Some of those patents are not
worth 2 cents Mexican. Some of them are more less valuable. The
majority of them are not worth much. I mean the license to the
Government. The license runs to the Government for the life of
the patents in each case in the 5,850 patents. The law provides that
we shall pay for that license what we would have been willing to
})ay an American citizen if we had made a contract with him for
icense at the time we took the license. The only possible way of
course you can arrive at the proposition is to analyze these patents,
all of them, with the knowledge which we only have, I mean the
Government, the War Department.

Senator Jones of New Mexico. To what law do you refer? You
said that the law required that you should pay.

Colonel McMurren. Well, I am talking about the language ia
this proposed bill, as the language now is, and assuming that it be-
comes the law, that that defines the limits of what they can collect.
and it says with regard to the paying for the licenses and paying
for the value of the patents which we took outright that it shall be
a price which we would have been willing to pay an American Giti-
zen under the same circumstances if we had negotiated the matter
with him, ' :

Senator JoNEs of New Mexico. Well now, who can determine what
the Government would have been willing to pay to a private citizen
under the circumstances? :

Colonel McMuLreN. I think that is not so dificult, for this reason.
We do that right along. If we would go out to an American citi-
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zen who had a patent and wanted to negotiate a license, and he was
willin%——this is on the assumption that the American citizen would
be in the position of being willing to grant a license for a reasonable
rice—why we would take into consideration first from our side,
%rom the Government side, the contribution of the patent to the art.
That is to say, whether it belonged down in there where we would
pay 1 per cent on the cost of what we manufactured, for instance,
or 2 per cent, or § per cent, or 20 per cent. We would take first
into consideration, as I say, the contribution of the patent to the
art. Then we would put down what our production had been in
that field in the past, I mean in money value, and estimate what we
would produce in the future for the life of that patent, and simply
take that and total it up and multiply it by the por cent. 1f it is
1 per cent that would be the value of the license to the Government.

Senator Jonks of New Mexico. Well, I should expect one connected
with the purchasing branch of the Government conld determine that
sort of thing,

Colonel McMurLeN. Oh, well, the purchasing branch of the Gov-
ernment could not determine it. It has got to be somebody who is
qualified in patent law and the general practice of the courts.

Senator McLEan. Well, has the arbiter or the Mixed Claims Com-
mission been called upon up to date to adjust any unliguidated
claims like the value of these patents?

Colonel McMuLLeN. T spoke to Mr. Bonynge about that, and he
said they had a few patent cases that they had not attacked yet.
Most of them are afraid of patent cases. They are very difficult.
Always have been.

Senator McLran. Well, there must he unliquidated claims pre-
sented to this arbiter,

Colonel McMurLex. Obh, yes,

Senator McLean. What as to fixing value?

Colonel McMurLeN. Well, when I spoke to Mr. Bonynge some
time ago they had not yet. .

Senator McLran. Noj; but other than patents, and if these patent
claims come to him he will have to fix the value, will he not?

Colonel McMurLeN. Oh, yes, ves.

Senator JonEes of New Mexico. Well, now, Colonel, assuming that
the Government of the United States had a right to use these patents
or other property of aliens during the war, have these patentees
suffered any injury by reason of what the Government has done in
the matter?

Colonel McMurLen. Oh, yes; there is no doubt about that. I
know of a number of cases where they have. There is no doubt but
what quite a few of them have suffered injury.

Senator Jonks of New Mexico. Well, now, Colonel, eliminating
wholly from our calculation any connection with the Chemical Foun-
dation whatever, we acquired from the Alien Property Custodian
- certain patents. ,
Colonel McMuLLeN. Yes, sir.

Senator Jones of New Mexico. They amount in number to 187, do

they?
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Colonel McMurreN. Yes, sir; that is all right, title, and interest,
and that includes what we call 18 contracts, which are the same
things as patents.

Senator Jones of New Mexico. And for those we paid the Alien
Property Custodian a dollar each?

. Colonel McMuLLEN. Yes, sir. :

Senator Jones of New Mexico. Now, as to these other patents
which the Alien Property Custodian held, he merely transferred to
the Government a license?

Coolonel McMuLLEN. A nonexclusive Heense; yes, sir,

Senator Jones of New Mexico. A nonexclusive license. And for
that we have paid $100,000?

Coluonel McMurrEN. Yes, sir.

Senator Jones of New Mexico. Then what does the Alien Property
Custodian now hold with respect to these patents?

- Colonel McMurLeN, Well, he holds the patents subject. to those
licenses and such other nonexclusive licenses as he has granted to
other people. ’

Senator JonNes of New Mexico. He has granted other nonexclusive
licenses? _

Colonel McMunLeN. In some instances; yes, sir.

Senator Joxes of New Mexico. And do you know the amoumt of
money he received for those licenses? :

Colonel McMurLLeN. No; I do not. I think he stated that the total
sum was a million and something dollars sales in licenses. And
then there are some licenses, of course, outstanding. issued by the
Federal Trade Commission. But 1T do not know just what.

Senator McLean., Well, the duration of these license . is for the
life of the patent?

Jolonel McMurLux. Yes, sir.

Senator Jones of New Mexico. It seems rather difficult to get a
statement here of what would occur to me to be important. and the
fault may be with me rather than with the method of accounting
and so on which has been kept u{) by the Alien Property Custodian.
But what T want to get at 1s where the Alien Property Custodian
has dealt with anybody outside of the Government of the United
States itself, if we assume those transactions to be closed transac-
- tions, then I would like to get at an estimate of the value of what
the Government has got from what was left. )

Colonel McMurreN, Well, that is the value that T have estimated
at seven and a half million dollars.

Senator Jonks of New Mexico. But you said a while ago that that
seven and 2 half million dollars included the use of certain patents
which were derived from the Chemical Foundation.

Colonel McMurLeN. No.

Senator Jones of New Mexico. Well then, I misunderstood you.

Colonel McMurLEN. No. I think, Senator, that I can probably
make this clear to you by stating that you have these propositions, .
I am talking about this proposed law as it now stands, as this bill
came from the House. You have the proposition of paying these
former owncrs for the license which the United States has taken
from the Alien Property Custodian, 5,850 patents, evaluate that
license and pay them for it,

LY




| |
RETURN OF ALIEN PROPERTY 241

Senator Jones of New Mexico. Well then, that would go behind
the transaction which has been made between the Alien Property
Custodian and the Government whereby the Government paid to the
Alien Property Custodian, $1060,000.

Colonel McMuLLeN. Oh, yes; it does that. Of course, the bill
provides under section 26, to return that $100,000 to the Alien
Property Custodian and treat the matter as a new matter for evalu-
ation purposes.

Senator Jonks of New Mexico. Well now, as a matter of equity
would we be justified in going behind the $100,000 propesition any
more than we would the Chemical Foundation proposition?

Colonel McMurLeN, Of course that is purcly a matter of policy
for Congress. As a matter of law, of course, we do not have to do
a thing about this property. ,

Senator Jonus of New Mexico. Well then, as a matter of equity
though, why should we go behind the one transaction if we are not
going behind the other transaction? :

Colonel McMuLLEN. Well, that is purely a matter for the Senate,
%eimtor, and not for me. I am afraid I will get in deep water
1 e ]

Senator Jonrs of New Mexico, Well, I ask you whether you see
anz difference?

- Colonel McMurLeN. Yes; I do.

Senator Jones of New Mexico. What is it?

Colonel McMurLeN. I think when you consider the traditional

olicy, which a great many people do not agree with me on, of the

overnment, that while we are settling this matter, as a matter of
grace—the Germans have no legal nor equitable, in fact, I contend
no moral claim to any of this property—but that in the light of
our traditional policy and our desire to keep up the, you might say,
honor of the Anglo-Saxon race, I thnk we ought to do it. 'These
transactions with outside parties were not the Government. This is
the Government. What we have done is the Government. And to
keep up the honor and traditional policies and traditions of this
Government I think we ought to do it. That is why I think we
ought to let the whole matter be adjudicated rather than fixing any
sum. I have not any worry about what the Germans will get when
they come to a matter of demarcation under this bill as the law now
stands. I haven’t any worry about that at all. If the Government
is properly defended I have no worry about what they are going to
get for the patents or the radio stations or the ships either.

Senator Jonks of New Mexico. Well, it looks to me as if under the
- House bill we are simply going to involve some of these matters in a
long period of litigation.

Colonel McMunreN. I can not see it that way, sir.

Senator Jones of New Mexico. When vou begin to investigate
the validity of over 5,000 patents, and then the value of each one
of those patents, if it is held valid, why it looks to me as if we
have got a job, that is going to continue into the next genervation.

Senator SuortrinGE. The Mixed Claims Commission would be
the tribunal to investigate. '

- Senator Jones of New Mexico. No; under the House bill we
are to nawme an arbiter to adjudicate the matter.
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Colonel. McMuLLEN. Senator, T would like to say this. I suppose
you probably have more or less knowledge of it. When the war
was over, at least when the Government had ceased operations, the
War Department were confronted with 3,600 claims, including the
patent claims, involving claims for about eight billions of dollars,
and we settled that whole thing up, the War Department settled that
whole thing up in less than a year and a half, and so far as I know,
without a single exception, the courts have sustained every decision
we made. And we did not pay 10 cents on the dollar in the settle-
ment of those claims.

Senator SuorTrivee. Who presented those claims amounting to
this vast sum?

Colonel McMunLen. Contractors throughout the United States—
contractors with the War Department throughout the United States,
They were claims of all sorts. .

Senator Suortripgk. Yes, I did not eatch that desceription of
the claims,

Colonel McMuLren., And with these claims, if we have the set-up
and the broad authority and the money, with the proper organiza-
tion and the proper authority to go ahead with these patents-claims
we can clean this whole thing up in nine months, ‘

Senator Jones of New Mexico. Well, then Colonel, under this bill
as it came from the House there is pot in a limitation of $£100,000,000
to cover the ships, radio stations, and all of these patents.

Colonel McMuLLeN, Yes, sir.

Senator Joxks of New Mexico. Well, now, if such a limitation is
advisable, why not make a further limitation and say that so much
of that may be applied to the patents and so much, we will say, to
the ships? If you are going to have a general limitation why not
divide the limitation? )

Colonel McMvuerneN, Well, I think the general limitation is
perfectly safe, but a specific limitation 1 would not like to see. That
is to say, personally, I think the general limitation is perfectly safe
because I do not believe the final value of the ships, radio stations,
and patents will exceed $41,000,000, That is my estimate, if the cases
are properly defended. That is, exclusive of interest.

Senator Joxks of New Mexico. Well, when we are doing some-
thing which you have designated as a matter of grace, why shouldn’t
we make a’ specific limitation?  Why shouldn’t we limit the ships
to a definite amount and these patents to another definite amount if
we are doing the thing as a matter of grace? .

Senator McLean. Well, because in some specific instanee you might
need a little more money than your limitation would permit.

Senator JoxNes of New Mexico. Well, we are not limiting each
individual case, but simply putting a limitation in for a lump.

Senator McLieaN. No, but your arbiter has to administer all of
these cases, and if when he finished he should find that he has not
got quite enough money to be grace-full to all the claimants, why
then you have not carried out your intention. '

Senator Joxes of New Meximo. Well, the intention isx under the
House Bill, to put a limitation.

(Colonel 1\1(‘1\%(3.!&1/. Yes, but T think it is a safe limitation, And
when vou get down to specific limitations, not general limitation,
I think it would be dangerous, and it would not be judicial.” And I

.
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think that we ought to—of course that is my personal opinion—that
we ought to in settling these matters up, be judicial.

The Cuairman. Well, your opinion is that the limitation of the
$60,000,000 would be ample to cover all, the interest and all?

Cti)(lio{;el McMurnLen. Well, I don’t know just how much the interest
would be,

Senator Jones of New Mexico. He said $41,000,000.

Senator SHortripGE. Exclusive of interest.

The CHarrMaN, Yes. And that the $60,000,000 would cover that .

with interest on the $41,000,000 at 5 per cent for the 10 years,
That would be a little over $60,000,000.

C'olonel McMurLLex. Yes, about $62,000.000.

The Crameman. About $62,000000. But you think that the
limitation of $62,000,000 instead of '$100,000,000 would be ample to
cover every requirement to be met?

Colonel McMuerieN, Yes: but I would : ot want to see that limita-
tion made, Senator, because if it came out where it was a little over
$62,000,000, and you had to cut it down, they would say that you had
not judicially determined that matter. And I shounld think you
onght to do 1t that way. If you are going to be graceful and fair
I think you vught to make the best etforts you can to do it. And
personally I think, from my knowledge of the entire subject, that
you would be perfectly safe in leaving it to the arbiter.

Senator JoNks of New Mexico. Now let us see if I can get this in
a close compass,  Certain patents were sold to the Chemical Founda-
tion, for which the Alien Property Custodian veceived a definite
sum of money.

Colonel McMurLLeN, Yes, sir,

Senator Joxes of New Mexico. Certain patents have been licensed
to individuals other than the Government.

Colonel McMuriex, Yes, sir.

Senator Jones of New Mexico. FFor which the custodian has re-
ceived a certain sum of money.

Colonel McMuLLeN. Yes.

Senator JoNks of New Mexico. The Alien Property Custodian has
licensed the other patents to the Government, and there is nothing
left then in the Alien Property Custodian, is there?

Colonel McMurLEN. Oh, yes; the right, title, and interest to the
patents are left there,

Senator JoNes of New Mexico. But they are in the property of
the Alien Property Custodian, though he 1s not receiving anything
on that account?

Colonel McMuLLEN. No, no; he has just merely got the right,
title, and interest there of the patent itself subject to those licenses.

Senator Joxes of New Mexico. Yes. Well then, if we turn back
these patents now other than the ones which have been sold to the
Chemical Foundation, and those which have been sold to the Gov-
ernment, and which the Government still needs, if we turn back the
balance to the owners and make a reasonable payment—and I use
the term “ redsonable ” in connection with what the Alien Property
Custodian ha:; done—in other words, if we confirin every transaction
which the Alien Property Custodian has made and turn back these
patents now to the owners, what would be the basis of an adjust-
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ment? If.we confirmed what the Alien Property Custodian has
done and turned back these patents now?

Colonel McMurLLeN. That, of course, Senator, is purely a matter
for Congress to decide. That is purely a matter of policy. And no-
body can make the policy of the Government except Congress, and
the treaty-making power which is with the President and the Senate.
Under the Constitution all the policies of the Goverament as such,
the national policies, must be formulated and initiated as they come
from the Constitution, and by the treaty-making power, that is the
President and the Senate and the Congress, and nobdy else can make
the policy. And the whole question here is a question of policy of
the Government, and nobody can say what that policy shall be
except Conguress.

The CHarMAN. In the estimate of $7,500,000 do yon recollect what
the five thousand five hundred and odd patents that are now held by
the Alien Property Custodian amounted to?

Colonel McMurLEN. Do you mean the license under those patents
to the GGovernment ?

The Cuairman. Noj; supposing we would turn all those patent back
to the owners, what amount then could we dednet from the $7.500,-
000 estimated by you for the whole of the patents?

Colonel McMurLen, Well, I should say, Senator—I do not know
whether T quite understand you or not, but my estimate, vou see, is
based upon the provisions of this bill, and my estimate of value of
those 5,850 patents

The Cuamrman (interposing). That is what I want, the amount,

Colonel McMurLeN. Was the value of the license which the United
States has. Now that value I estimated at $2,500,000.

The Cramman. Or, in other words, if we turn those back now to
the owners it would be $5,000,000, instead of $7,500,0007

Colonel MeMurLeN, Well, no, not quite, because we got that
license in 1920, and we have had the advantage of it for seven years,
and of course a great many of those patents, as I said, about 60

er cent of them at least, will have expired by the end of 1929,
‘ou have really got a complicated subject here, Senator: I mean
when you come to fix their values.

Senator Suorrrinak. Senator, may I ask just one or two questions
to develop this in its chronological order. The Government took
over a certain number of these German patents?

Colonel McMvuLLeN. Yes, sir. )

Senator Suortringe. They were put in the custody or care of the
Alien Property Custodian; 1s that right?

Colonel McMuLLeN. Yes, sir.

Senator Suorrrince. The Alien Property Custodian then sold a
certain number of them to the Chemical Foundation?

Colonel McMurLen. Yes; sir.

Senator Suorrrinee. It has now heen held that title pasced and
vested in the Chemical Foundation?

Colonel McMuLLEN. Yes, sir.

Senator SnortribGE, The Chemical Foundation then sold certain
of the patents to the Government?

* Colonel McMurLeN. Yes, sir.  Did yvou say the Chemical Founda-
tion?

Senator Sxorrringe. I did.
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Colonel McMurLeN, No; the Alien Property Custodian. The
Chemical Foundation have never sold anything to the Government.

Senator Suorrringe. All right. The Alien Property Custodian
sold certain of the patents to the Government?

Colonel McMuLLEN. Yes, sir,

Senator Snortriber. The Alien Property Custodian licensed cer-
tain patents to the Government?

Colonel McMuLLEN. Yes, sir. )
Senator SiorTriDGE, The title to those sold to the Chemical

Foundation, according to decision, is vested in that grantee, the
corporation?

Colonel McMurLeN, Yes, sir. ,

Senator Suorrince, Now, the Government agreed to pay the
Alien Property Custodian a certain sum of money for the patents
sold to it, the Government?

Colonel McMurLeN, Yes, sir; 81 each.

Senator SHORTRIDGE. $1 each. And did the Government agree to
pay and has it paid to the Alien Property Custodian anything for
the licenses?

Colonel McMurLeN. $100,000,

Senator Snorrringe, $100,000. So that as to all these patents the
legal situation as of now is this, that the Chemical Foundation owns
certain of them?

Colonel McMurreN. Yes, sir,

Senator Suorreince. It has entered into certain confracts of sale
and of license to various parties. It is not contended, is it. that we
can disturb the title which passed to the Chemical IFoundation?

Colonel McMurrex, Not at all.

Senator Suoxrrinak, That has passed beyond our control ?

Colonel McMurLen. Yes, sir.

Senator SHorrribek. 1s it the position taken here that the Govern-
ment. however, still has power to dispose of and to handle and make
proper legal, equitable, or, as a matter of grace, disposition of all
of the patents still under the control of the Alien Property Custo-
dian?

Colonel McMurLeN, Yes, sir.

Senator Snorrrivce. Yes, What they are, the number of those
patents, is known?

Colonel McMuriLeN. Yes, sir.

Senator SHorrrince. Now, do T understand that the Alien Prop-
erty Custodian or that the GGovernment made wse of certain of these
patents during a certain period of time; and when did that time com-
mence and when end?

Colonel McMurien, Well, approximately, it began on Novem-
ber the 12th, 1918, and ended on the date that the patents were
either licensed to the Government or sold to the Government, or dis-
posed of otherwise, which wonld be, roughly, in 1920. Would be
about practically two years. There is a period in there of two years—
just in round figures, of course—when the Government would use
those patents, you might say, without authority,

Senator Suorrrinee. Well, do you understand that the Alien
Property Custodian has not parted with the title to the patents
which were licensed to the Government during that period ¢
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Colonel McMurLeN. Only a few. He still has the title to the ma-
jority of them.

Senator SHorTRIDGE. Yes. And you are estimating, I understand
you, that the fair, reasonable value of the use of those patents by
the Government during that period was $7,500,000?

Colonel McMuLLEN. No, no, I am estimating that the use during
that period and the license granted to the Government for the life
of the patents and the 187 patents sold to the Government are worth
$7,500,000.

Senator SHORTRIDGE, Assuming the validity of all of them?

Jolonel McMurLeN. Assuming their validity; yes, sir.

Senator SHorrribuk. That is all. ‘

Senator JoNEs of New Mexico. Well, have you estimated that the
license to the Government shall continue during the life of the
patents? ' : ‘

Colonel McMurLEN. Oh, yes: yes, sir,

Senator Jonks of New Mexico. Now, who conld make up this sort
of a list for the committee, a list of the patents which the Gov-
ernment ought to retain the absolute title to?

Colonel McMurLLEN. I would not like to undertake that, Senator,
It would take too long. That is a very difficult })roposition, and
may not be of any value whatever. Of course, I know of some
now, but I would not say _that that was all of them, or that we
ought to put it on record. I do not think we ought to.

Senator JonNes of New Mexico. Well, now, in disposing of this
subject—it is a very peculiar subject—a patent is a mere right
to use a certain process?

Colonel McMurLLEN, Well, it is a deed to a certain piece of prop-
erty, that is what it is.

Senator Jones of New Mexico, Well, it has that legal effect, of
course.

Colonel McMuLLEN, Yes.

Senator Jonks of New Mexico. But after all it is simply a right
to use a particular process?

Jolonel McMuLLEN. Yes.

Senator Joxks of New Mexico. Now, the Government does not
want to continue in business, It seems to me that generally speak-
ing there are a few things. vou say, where the Government ought
to control the business? .

Colonel McMurLex. Yes, Senator, may I correct you there, if
I may? The Government is not continuing in business, It is not
in business. There are certuin things in its peculiar operating
departments, like the War and Navy Departments, where we have
got to use things, I mean they are essential as a part of their busi-
ness, the use of radio, for instance. DBut when you come to chemicals,
we merely control it as the Commerce Department controls under
the food and drug act. you know, control the turning of these things
out. We merely control it,

The Cuamyan. We will adjourn now until to-morrow at 10
o’clock.

(Thereupon, at 12.23 o’clock p. m., an adjournment was taken
until 10 o’clock a. m., the next day, Tuesday, January 18, 1927.)
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TUESDAY, JANUARY 18, 1027

UNITED STATES SENATE,
CoMMITrer oN I'INANCE,
Washington, D. C.

*+The committee met, pursuant to adjournment, at 10 o’clock a. m.,
in the committee room, Senate Office Building, Senator Reed Smoot
presiding.

-Present: Senators Smoot (chairman), McLean, Reed of Penn-
sylvania, Wadsworth, Shortridge. Jones of New Mexico, Gerry,
Bayard, and George.

STATEMENT OF COL. JOSEPH I. McMULLEN, SECRETARY INTER-
DEPARTMENTAL PATENTS BOARD—Continued

Senator Jonks of New Mexico. Has any one in the War Depart-
ment or the Navy Departinent made any examination of these vari-
ous patents with a view to determining what patents the Govern-
ment desires to retain and what not?

-Colonel McMurLeNn. I should say only casually, becanse we have
not had the facilities to do it. You refer to the 187 we purchased,
or the licenses?

Senator JoNes of New Mexico. I wish you would deal with each
class separately, but with respect to the thought.

Colonel McMurLLeN. Under the 5850 licensed patents, T should .

say there are about 928 eases where we-would probably want to
retain the licenses for the balances of the life of the patent: but of
those 928 uite a number have already expired, so that it would be
less than that.

This patent situation is rather complicated because in some of
the cases we do not know exactly where we stand, because the patents
were sold inadvertently to two different parties, in one instance to
the United States—I mean some of them. There are not a great
number that way. So that it would be very difficult to get right
down to brass tacks without considerable study to determine just
exactly which prtents we couid legally hold to—1 mean either as
to the license or as to the ownership.

The Cuaieman. Sold to two parties by the \\lien Property Cus-
todian?

- Colonel McMurLLEN. Yes, sir.

The Cuamman. How many such are there?

Colonel McMurLen. There were 692 duplications—I mean alto-
vether—out of the 12,000 patents; either they were sold or exclusive
ﬁcense'gi\'en duplicated. In one instance they were sold to three
different parties, a group of patents. It was inadvertence or lack
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of keeping track of their bookkeeping system or something of the
kind. Some of those patents are important; and it is going to be
a rather diflicult thing.

Another difticulty is that those transfers have not been recorded
in the Patent Office by anybody, not even the Government, and I
have been unable up to date to locate the original assignments to
the Government.

The Ciuatraax. To whom were they sold first?

Colonel McMurLeN. That is what I do not know, because they--
are not recorded in the Patent Office. All we have is the record
that they have been sold to two or three different ones.

The CHamryMaN. Are all transfers required to be registered in the
Patent Office.

Colonel McMurLeN. They are required to be registered within 90
days with respect to innocent third parties. As between the dif-
ferent assignees, I think the one who got the first assignment would
be the legal owner. I do not think there is any question about that.

Senator Joxks of New Mexico. Prior to the war did the Govern-
ment buy patents?

Colonel McMurrex. Oceasionally; yes, sir,

Senator Joxks of New Mexico. For its exclusive use?

Colonel McMurreN. Occasionally: ves, sir.

Senator Jonks of New Mexico. To what do those patents relate?

- Colonel McMvurLeN. Sometimes one thing and sometimes another.
Sometimes they were ordnance, sometimes they were clectrical, ok
referred to the Signal Corps or radio or various things, depen(iing
altogether upon its needs or cirenmstances in & particular case.

Senator Joxes of New Mexico. Do you mean that the Government
of the United States purchased outright a patent with respect to
radio? : .

Colonel McMurLen. Oh, yes.

Senator Jonks of New Mexico, What was the nature of such

- patents, and why was it necessary for the Government to obtain the

entire patent?

Colonel McMurnLeN, Of course, I can not explain that. T can
explain my viewpoint of it, but T do not know why in the particular
case it was done.

For instance, just before the war, just about the time the, war
broke out, we bought out the Federal Telegraph ‘Co. and the Poulson
Wirelcss Co.. two companies in California who controlled the Poul-
son pittents, Poulson was a Swede or Norwegian or something, and
the I'ederal Telegraph Co. controlled a certain number of these
De Forest patents; and the (Fovernment were very anxious, particn-
larly the Navy Department—the Navy Department bought the
pateats——to get control of sufficient patents so that they could set
up a radio system, anticipating that they were going to get into the
war, and had to be in position to do it.

Senator Jones of New Mexico. They did not purchase those pat-
ents with a view ¢f preventing the patentee from granting rights
to other American citizens? . -

Colonel McMurLex. Oh, no. They bonght the patents to prevent
somcbody else preventing the Government from doing what it
wanted to do, or from chaiging the Government enormous royalty
rates on thos2 patents. In the end, it cost us a lot less than if we had .
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had to.go out and pay De Forest and Poulson voyalties on those pat-
ents. By buying those patents from those two more or less bankrupt
companies for a comparatively small sum—my recollection is, $1,700,
000—we got all the equipment as well as the patents. We simply
bought them out.

Senator JonNes of New Mexico. When was that done? ‘

Colonel McMuLLeN. That was very early in 1917. I think it was
- just before the war. It was done by special authority of Congress.

Senator Jones of New Mexico. Prior to the war what was the
situation? .

Colonel McMuLLEN. We occasionally bought patents outright. I
can not say off-hand right now. I know that we did buy patents
outright where it was a requirement for cur needs-—for instance,
chemical patents relating to the production of smokeless powder or
high explosives, things that we wanted--and in some instances we
bouﬁht the application so as to keep: it secret, aixd we delayed it along
in the Patent Office to keep it from the public.

Senator JonEs of New Mexico. That related to a thing which the
War Department only intended to use; did it not? ,

Colonel McMuLLEN. Well, no. You see, those high explosives are
used in comnerce as well as in the War Department; but there were
some things that we wanted to keep from other nations. We would
very often buy applications for patent, and things of ¢hat kind.

engtor Jones of New Mexico. Yoa say they are used in com-

merce

Colonel McMurLeN. I am talking about explosives now.

Senator JonNes of New Mexico. So am 1. In such a case, would
you grant a license {o an individual to manufacture that kind of an

explosive )
Colonel McMurLeN. Oh, yes; we wouid under proper circum-

stances.

Senator Jones of New Mexico. Have you done so? ~

Colonel McMuLLeN. Oh, yes; we have, I think. We granted, for
instance, the du Pont Co. a license to manufacture it for us or for
commercial purposes under certain patents that we owned, but only
a nonexclusive revocable license. That is the only license that we
have authority of law to grant. '

Senator Bavarp. Were the patents you sold to the du P’ont Co.
Government patents primarily, de novo, or were they patents
acquired by purchase?

olonel McMurrex., We acquire patents in a number of different
“ways, For instance, if we make a development contract with the
du Pont Co. to experiment and produce a certain -thing, sometime
in the contract we provide that any inventions growing out of
the contract ot our expense shall be assigned to the Government.
We get patents in that way. »

The Cuamman. You did not sell any to the du Pont Co.?

Mr. McMuLLeN. No; we did not sell any; we just licensed them.
We acquired a good many important patents in that way, througn
development contracts.

_ For instance, take the present searchlight, the 60-inch reflector, the

only really successful 60-inch reflector made in the world. We
paid about $200,000 to have that developed, and we got the patent
on it by reason of paying for the development.
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The Crramkman. They are all supposed to be for national defense?
Colonel McMuLLeN. Yes, sir; and we usually, if we can get awa,
with it with a contractor, protect the Government by taking title

to the inventions that evolve out of the experiments.

Senator Joxks of New Mexico. All that was upon the idea that
the Government would need that particular process for use in gov-
ernmental affairs; was it not?

Colonel McMuLLeN. Yes, sir, o

Senator Jongs of New Mexico. Now, then, there is another class
of Lmtonts to which you referred yesterday, such as salvarsan.

Colonel McMuLLEN. Yes, sir.

Senator Jones of New Mexico. Upon what theory do you think
that the Government should own those patents?

Colonel McMurren. I think I explained that yesterday. My
theory on that is that that is a very important pharmaceutical, and a
lot of others belonging in the same class, a specific for a particular
disease, and dangerous if not made exactly right, and it ought to be
not necessarily owned by the Government but under the control of

.the Government so that they could supervise the production of that

pharmaceutical.

Senator Jones of New Mexico. Is not the same thing true with
respect to thousands of other articles produced in general commerce
by drug companies, etc.? o

Colonel McMurLeN. I do not think so; no, sir; because salvarsan,-
as an example, and a number of other alkaloidal drugs and medicines,
are specifics for particular diseases; and if they are not manufactured
properly and with the greatest cave, and taken with wthe greatest
care, they are a menace to the public health.

Senator SuowrrinGe. The ‘&rmy and Navy made great use of
them?

Colonel McMuLrLeN, Oh, of course, We made great use of that
particular substance when the medical fraternity, after they com-
pleted our physical examinations for the war, decided that there
were over 10,000,000 people in the United States who ought to be
treated with salvarsan.

Senator Jones of New Mexico. Let me ask you this question: How
long was salvarsan sold in this country before we got into the war?

Colonel McMurLEN. Six years.

Senator Joxes of New Mexico. Did the Government make any
attept at that time to manufacture that product, to acquire that
patent, to control the product? '

Colonel McMur..eN. No.

Senaor Joner 0i New Mexico. Why not? If it was not necessary
then, why is it necessary now?

Colonel McMuLieN. Of course that is purely a matter of policy
of Congress, and Congress did not take up the matter.

Senator Jones of New Mexico, I3ut we have got to know some-
thing about these things so as to develop a policy.

Colonel McMurren. The view, as I Fmve just said, sir, is that the
drug is & specific for a particular disease. It is dangerous if it is
not manufactured exactly right; and the Government ough! to, as
it is doing now, control the production of it so that it will be safe
for the public. That is my personal view, of course.
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Senator JoNks of New Mexico. Yes. Now let me ask you again
if there are not other such specifics manufactured by the drug trade
which would be deleterious to health if not properly manufactured,
and which are of value in the cure of diseases?

Colonel McMurrex. That is true, and most of them we control.
We control a good many of those now because we have gotten control
of them through the seizure of these (German patents.

Senator Jones of New Mexico. But prior to the war vou do not do
anything of that sort: did yon?

Colonel McMvurLLeN. No.

Senator Joxes of New Mexico. Why should we now embark upon
2 ])l‘;)gl'um which we did not even consider prior to our entry in the
war?

Colonel McMurLes. I should say we are already embarked. We
are not starting to embark: we are already embarked. We have been
embarked on it for about 8 or almost 10 years.

Senator Joxes of New Mexico. We embarked upon it not through
any act of Congress, as 1 take it, or any declared policy of Congress?

Colonel McMuvnLex, No: I do not think Congress ever declared
specifically that the Government should control the production of
any particular sort of drug; but there is not any question but that
they declared the policy in the trading with the enemy act and its
amendments,
~ Senator Jones of New Mexico. But that was the result of our

engagement in the war.,

Colonel McMurnLEN, Yes.

Senator Joxks of New Mexico. And now we are dealing with things
in peace time.

Colonel McMuLLeN. Yes.

Senator Joxks of New Mexico. And we are dealing with a question
of policy which you are advocating with respect to the Army and
the Navy which is entirely new so far as Congress is concerned.

Colonel McMurren, No: I do not like to admit, Senator, that
I am advocating it. I am merely giving you the facts. I maintain
that we are operating at present under the law. I am not advocating
anvthing. It ix not for me to suggest policies to Congress.

The Ciamrmax. Was it not a fact that when the war was declared,
and the draft was being made upon men all over the United States
from every section and every class, it developed that syphilis was
more prevalent in the United States than anybody had any idea of?

Colonel McMuLLiN. Absolutely ; yes, sir.

The CHamrmaxn. T suppose that was why they took this over, for
the purpose of healing those that were drafted that had that discase.

Colonel McMvurLLeN., Yes. You see, this is a very rapid and a
very sure cure for syphilis, taken at the proper time, and produced
properly. Then, before the war, the regular price of the German
drag was $3.50 a dose, and it weat up as high as $50 hefore we got
to producing it ourselves; and after we got to producing it ourselves
we got a much better drug at 18 cents, price to the hospitals.

Senator Jonrs of New Mexico. Just explain to us where this drug
is manufactured, under whose supervision, and by what authority.

Colonel McMuLreN. I can not explain that, Senator. I know off-
hand that there are six companies—I could not name the companies,
because I do not remember them, and I have not any record of it—
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but I do know that early in 1917 six chemical companies were
selected, two or three of them in Philadelphia (I forget the names
of them offhand), who were celebrated for their ability in making
fine chemicals; and they were given the problem and the work o
Eroducing salvarsan. After a very short time--I think probably I
ave here some report of the Surgeon General on the subject—they
produced an article which was much superior to the German drug.
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