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REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

MONDAY, .TLY 18, 1921.

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to call, at 10.30 o'clock a. m. in

room 312, Senate Office Building, Senator Boies Penrose presiding.
Present: Senators Penrose, McCumber, LaFollette, Curtis, Simmons,

Williams, Reed, and Walsh.
Also present: Hon. Andrew W. Mellon, Secretary of the Treasury;

Hon. Elliott Wadsworth, Assistant Secretary of the Treasury; and
John E. Walker, Esq., chief of the legislative drafting service of the
Senate.

The CHAIRMAN. Senator La Follette, have you any further inter-
rogatories to address to the Secretary of the Treasury ?

Senator LA FOLLETTE. Yes; I wanted to ask the Secretary some
questions, or some of his assistants. I would like to.inquire of the
Secretary or Mr. Lattay whether there has been prepared a record or
brief of the matters of negotiation that have been under way in the
Office of the Secretary of the Treasury with regard to these foreign
loans?

Assistant Secretary WADSWORTH. Mr. Chairman, there is no Mr.
Lattay who has been connected with this matter.

Senator LA FOLLETTE. What is this young man's name [indicating]?
Assistant Secretary WADSWORTH. His name is Heffelfinger. He is

employed as file clerk and has charge of the files. Your letter spoke
of a Mr. Lattay.

Senator LA FOLLETTE. Yes, sir; and I am informed there is a Mr.
Lattay. I may not pronounce his name just as you would pronounce
it, but it is spelled Lattay. Is there not such a man here 9

Assistant Secretary WADSWORTH. There is a Mr. Kelley, who was
here before, and there is a Mr. Latting, but Mr. Latting has not been
associated with this particular matter, certainly not since I came into
office.

Senator LA FOLLETTE. Well, I will ask you, Mr. Wadsworth, is
there not some memoranda that will give us, without having to draw
them out one by one, a comprehensive record of all the negotiations
that have taken place between these foreign debtors and the Treasury
Department with respect to what they want done with the loans t
That must have been briefed either for the consideration of the
Secretary, for you, or for some one else.

Assistant Secretary WADSWORTH. I think not. When I came in I
went through all of these files of the correspondence and cables which
are now either in the hands of this committee or the hands of the
Judiciary Committee, and in order to familiarize myself with it I
went over all that in detail.
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68 ' REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

Senator LA FOLLETTE. Well, did you not have it briefed in some
orderly way ?

Assistant Secretary WADSWORTH.. Nothing that is not in this set
of correspondence.

Senator LA FOLLErtE. What do you refer to as "in this set of
correspondence 9"

Assistant Secretary WADSWORTH. These cases of the papers that
were sent up here in response to the request of the Judiciary Com-
mittee.

The CHAIRMAN. Was not that all gone over at the last meeting,
when Senator Reed explained that these papers were all sent from
the State Department to the Judiciary Committee ?

Senator LA FOuTTz. I did not go over it.
The CHAIRMAN. Senator Reed presented a printed document show-

ing a r~sum6 of all this correspondence.
Senator LA FOLrrTE. Senator Reed also stated that at the call of

the Judiciary Committee for all the papers in the case that copies
were sent down en masse, in a perfect jumble, three chests full.

I know perfectly well that the Secretary of the Treasury does not
run the business of the Treasury that way, but that when he wants
to know what the record is in a particular case it comes to his desk
briefed up in some orderly way, and I do not want to have to pursue
a policy here of corkscrewing one by one the papers and records and
correspondence out of witnesses that appear before this committee. I
think this committee is entitled to know just exactly what the attitude
of the representatives of the foreign governments who have negotiated
with regard to these loans has been and what it is. Nobody knows
whether Mr. Mellon, if we pass legislation, will conclude this arrange-
ment or not. Nobody knows how long it will string out, and the one
material thing that we do know is that we have got to deal with the
foreign governments. They will not change. And if we can get
some clear, definite notion of what their attitude is with respect to
these loans I think it will help us materially; it will help me anyhow
to make up my mind with respect to this legislation.

The CHAIRMAN. I want to help you every way I can, Senator
La Follette, to that end.

Senator LA FOLLETTE. I am sure you do.
The CHAIRMAN. And I only want to state for your information

and that of the committee that I have had some personal communi-
cations sipce our last meeting on the subject; that my understand-
ing has been that all the archives and correspondence available were
in the possession of our State Department, the requests of the Ju-
diciary Committee were sent to that committee and are now in the
Capitol, contained in some half dozen chests, being papers.relating
to this matter; and Senator Reed stated before this committee, of
which he is a member, that these papers had been brought and ex-
tracts made from them and printed for the confidential use of the
Judiciary Coimittee.

Senator WILLAMS. There were 96 copies printed ?
The CHAIRMAN. Yes. Thereupon I communicated with Senator

Nelson, the chairman of the Judiciary Committee. under the authority
granted to me by this committee, and Senator Reed indicated, some
of you may recall, that he, being a member of both committees
would endeavor to expedite having the papers sent over here. I
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received a letter from Senator Nelson, the chairman of the Judiciary
Committee, to the effect that he did not feel authorized to send the
papers to this committee, unless directed by the State Department,
and neither did he feel authorized to send the confidential docu-
ments referred to by Senator Reed, which were printed in confi-
dence, unless authorized by the State Department or the Senate.

I only make that statement so you will know how the matter
stands.

Senator LA FOLLETTE. I had understood, Mr. Chairman, that all
of this which you have now stated had transpired. I was at the
meeting of the committee here last Saturday all day.

The CHAIRMAN. I did not know whether you knew about Senator
Nelson having written the letter.

Senator LA FOLLETTE. Yes; I knew.
The CHAIRMAN. What is it you want now I
Senator LA FOLLETTE. I do not want, if I can avoid it, to have

to make my way through these three or four chests of paper, if this
committee gets the custody of them, nor through the several hun-
dred pages of printed matter, which is merely a brief made by
Senator Reed's secretary. But I am confident that in the orderly
transaction of the business of the Treasury, the head of that depart-
ment has had this matter put into some digest covering all the
correspondence.

The CHAIRMAN. That is what we want to find out.
Senator LA FOLLETTE. That is what I would like to learn.
Senator WALH. Mr. Chairman, may I ask if confidential informa-

tion received by any one committee is available for use of all Mem-
. ers of the Senate

The CHAUMAN. My understanding is that any individual Senator
may have a right to the confidential information in the hands of
any committee.

Senator WALSH. That is what I thought.
The CHAIRMAN. But whether the chairman of the committee

would feel fully authorized to transfer all of the documents to another
committee I do not know. It is purely a very technical difference.

Senator WALSH. I wanted to know the practice, Mr. Chairman.
Senator McCuaman. I think that there might be a little question

about that. The State Department may send something up to the
Foreign Relations Committee in confidence for that committee, or
to the Judiciary Committee in confidence for that committee, and
I do not think that that committee would be authorized then to
turn over any part of it to any one Senator.

The CHAIRMAN. We need not argue that.
Senator WxAuL s. Not without the consent of the State De-

partment.
Senator McCUMBER. It becomes important, then, whether we

could use this report that had been made by the Judiciary Committee.
It might contain all we want if we could get it.

Senator LA FOLLETTE. It will take a long time, Mr. Chairman,
to pass any legislation on this subject until this committee is in
possession of all the facts with respect to it. I can assure you that.

Secretary MELLON. There is one thing to keep in view, and that
is that all these papers are separate and not connected together,
that is, all of the negotiations are with the particular governments
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owing the money; there is not one comprehensive record, nor any
record or brief applying to this particular government and to that
particular government alone.

Senator LA FOLLETE. There may be, as you say, Mr. Mellon, that
would be quite as useful to this committee if the committee could
have the separate briefs that have been made with regard to all the
transactions as to each Government.

Senator WALSHu. What is the object of secret negotiations between
the Governments about a public debt? Why should there be any-
thipg secret about it ?

Senator LA FOLLETTE. I do not think there is anything secret about
it. This is not the money of these officials; this is not the money of
the head of the State Department: it is the money of the people of
this country, and they have a right to know what is proposed to be
done with it. They have got to pay on taxation here. We have had
the argument made that the soldiers of this country have got to wait
until this matter has all been worked out with the foreign Govern-
ments. 1, for one, want to know just what is afoot about it.

Secretary MELI.ON. You will have to wait a good while, then. If
the negotiations have to be subject in each case to review before con-
clusion can be reached, it is going to take a very long time.

Senator LA FOLLETTE. It may take a considerable time, Mr. Secre-
tary, but it involves a considerable amount of money.

Secretary> MELLON. Yes: but the method of funding the loans is
just as simple in a large amount of money as it is in a small amount.

Senator LA FOLLETTE. Exactly; but the consequences are not.
Secretary MEI.LON. The principles involved are the same.
Senator LA FOLLETTE. Not quite the same.
Secretary MELLON. And the procedure is simple, and it is only

putting the debt into shape to make it available.
Senator LA FOL.nIE. There may be a difference of opinion and

differences of judgment about this matter.
Senator McCuMBER. I would like to ask a question as bearing on

this question.
The COAIRM.N. Very well.
Senator McCiTnMBEpu. What objection, Mr. Chairman, would there

be on the part of the chairman of this committee asking the State
Department for the right to use the confidential data that was sent
up to the Judiciary Committee, and the opitomization of the contents
of those papers that were prepared by the clerk of that committee in
conjunction with the clerk of the Senator from Missouri

The CHAIRMAN. Since I made a statement a few moments ago to
the committee, Mr. Wadsworth has called my attention to the fact
that these papers originally emanated from the Secretary of the
Treasury, and were by him handed over to the State Department.
Is that correct, Mr. Wadsworth

Assistant Secretary WADSWORTH. Yes.
The CHAIRMAN. I wish you would state the exact status of the

matter.
Assistant Secretary WADSwoRTH. As Senator Nelson says-
The CLnazMAN (interposing). I will ask to have Senator Nelson's

letter inserted in the record. It is in reply to my verbal request for
these papers.
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(The letter of Senator Nelson referred to, and directed by the
chairman to be inserted in the record, is here printed in full, as
follows:)

UNITED STATES SENATE,
COMMITTEE ON TAE JUDICIARY,

July 6, 1921.
lion. BoIEs PENROSE,

Chairman Senate Committee on Finance,
United States Senate, Washington, D. C.

DEAR SIR: Your favor of the 16th asking this committee to loan the Committee on
Finance the papers sent to this committee by the Treasury Department relating to
foreign loans and commitments, is at hand. In reply to the same, I beg leave to give
you the following information: That in obedience to a resolution of this committee.
adopted March 1, 1921, some six boxes or chests of copies of documents relating to
foreign loans and commitments were sent to this committee by the Treasury Depart-
ment. These boxes are now in the hands of the Sergeant at Arms, for which I hold
his receipt.

After these boxes of documents were received by the committee, Senator Reed had
his secretary or clerk. Don M. Hunt, examine the papers and select such of them as
were deemed important and material; and this selection, made by Mr. Hunt, was
afterwards, pursuant to the direction of this committee, printed as a confidential
document for the use of the committee, entitled "Confidential Print, Foreign Loans
and Authority for Making the Same": this print contains 388 pages.

Thereafter, on the 27th of June. this committee adopted the following resolution:
' Itwas moved by Senator Reed that a subcommittee of three beappointqd to examine

the document known as Confidential Print of Foreign Loans and Authority for Making
Same and to report at the next meeting of the committee whether all or any part of
said document should be made public, and further that a copy of said document be
immediately sent to the Secretary of State with the request that he report to the
committee prior to its next meeting whether there is objection on the part of the State
Department to the publication of all or any part of the correspondence contained in
said document. "

In pursuance of this resolution, a copy of the same was sent to the Secretary of State,
with the request that he report thereon prior to July 4, 1921. In response to this
resolution, I received from the Secfetary of State a letter of which the inclosed is a
copy. From this you will see that the Secretary of State objects to making public
any of this correspondence. I presume that this confidential print of the committee,
to which I have referred, would probably furnish you with all material information
in the premises, without overhauling the documents contained in the six boxes referred
to.

Would suggest to your committee that you communicate with the Secretary of
State and ascertain whether he has any objection to furnishing your committee with
copies of this confidential print referred to above. The six chests of copies of docu-
ments referred to above. I presume you can obtain from the Sergeant at Arms; but I
think that this confidential print, prepared by Mr. Hunt as above stated, would
probably give you all necessary information.

Without the permission of the Secretary of State and of this committee I would not.
at the present status of the case, feel warranted in furnishing you with printed copies
of the confidential print referred to above.

Yours, very truly,
KNUTE NErLoa.

DEPARTMENT OF STATE,
Washington, July 1, 1921.

MY DEAR SENATOR NELSON: I beg to acknowledge receipt of your letter on June
27, 1921, advising me of a resolution of the Committee on the Judicary which requests
the opinion of the Secretary of State in regard to the advisability of publishing all or
certain portions of the correspondence contained in a confidential print entitled
"Foreign Loans and Authority for Making Same."

After careful consideration I have reached the conclusion that a large portion of the
material contained in the confidential print is of such a character that its general dis-
tribution would be inadvisable.

Much of the material consists of correspondence between various officers of this Gov-
ernment and of confidential memoranda prepared for various Cabinet officers. This
correspondence was not drafted with a view to publication, and consequently many
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statements were made which it would be undesirable to print in public document, as
they contain comments on the affairs of foreign Governments which may be misinter-
preted or improperly used. It would, moreover, be inconsistent with international
practice to publish correspondence between this Government and foreign Governments
without the authority of the Governments concerned. The nature of much of the
material is such that it is not likely that foreign Governments would agree to its pub-
lication.

I therefore deem it necessary to state that the Department of State would regard the
public distribution of Foreign Loans and Authority for Making Same as unfortunate.

Iam, my dear Senator Nelson,
Sincerely, yours, CHARLEs E. HUGHES.

Assistant Secretary WADSWORTH. Senator Nelson says [reading]:
That in obedience to a resolution of this committee adopted March 1 1921, some six

boxes or chests of copies or documents relating to Foreign Loans and Commitments
were sent to this committee by the Treasury Department.

The CHAIRMAN. Then, they came from the Treasury Department ?
Assistant Secretary WADSWORTH. Then the State Department was

brought in, as I understand it, in connection with the suggestion of the
Judiciary Committee that this summary of the papers might be given
out to tfe Senate or made public, as stated by Senator Reed; that is
where the State Department was brought in.

Senator REED. Mr. Chairman, I can state the matter very plainly
and very briefly.

I introduced a bill to repeal all acts under which these loans were
made and forbid the advancement of any more money. That bill
came before the Judiciary Committee, and the committee called Mr.
Houston, the Secretary of the Treasury in. He did not come him.
self; he sent one of his men, first. I have forgotten his name but it
was a young man. We examined him for some time, and then we
asked him to bring the papers. He brought a few papers; and further
examination resulted m the Secretary himself coming over and
saying that they were willing to produce all of the papers, but that he
thought some of them were confidential, and that he felt they would
not want to make them public. I asked him to bring the papers, and
eventually they were all brought over. They were then examined
by the clerk of the committee and by my secretary, and this is a copy
that is, selected papers were taken out and printed in this confidential
print [exhibiting print to the committee].

Then, about that time, Congress being in adjournment, and after
we reconvened I reintroduced the bill, and the matter was referred to
a subcommittee as to whether these documen s should be made public.
The subcommittee, as a matter of fact, did not examine them thor-
oughly, and we had some discussion about it in the committee; and
then somebody suggested that we ought to get the opinion of the
Secretary of State as to whether any of these documents were of such
a character that they should not be made public, and after a long
debate on that, in order to get some action, I made a motion that that
be done, that we get his opinion, and he wrote a letter, in which he
says many of them should not be made public.

Senator WILLAMS. Who wrote th letter ?
Senator REED. The Secretary of State. He said they were in

regard to negotiations with foreign Governments, etc. I think his
letter has been produced here.

With that state of affairs, I stated the facts to the committee here,
and the committee passed a resolution asking the Judiciary Com-



REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

mittee to turn the papers over to them, and Senator Nelson has
written this letter in response.

We got the documents from the Secretary of the Treasury. So far
as I am concerned, I want to say this: I have not read all of this
correspondence, but I have glanced through the book. It is a pretty
long job to read that book; it is very finely printed. I found nothing
in it which it seemed td me did not -belong to the people of this coun-
try. These laws that we passed with reference to this loan were
public laws. The action which had been taken under them was the
action of a public official. The laws required that certain things
should be done. The question, of course, arises whether they were
done and how they were done, and it seems to me an utter absurdity
to say that the Senate of the United States, at least, whether in
executive or public session, to be determined by that body itself, is
not entitled to the facts regarding these loans. If we have a secret
department of our Government that is secretly transacting business
and expending the people's money, then we have come to a pretty pass
in the United States.

Senator CUTIs. There might be some correspondence showing
conditions in foreign countries that it would not be advisable to make
public-not what our officers had done, but what had cpme from
foreign Governments.
SSenator WILIAMS. I take it that all the papers in the six boxes'

can not possibly relate to any question either of cancellation or post-
ponement of this indebtedness. I assume that a lot'of it relates to
the purchase of mules and blankets, munitions of war, and other
things. This committee does not want to be encumbered with that
whole business. What we want to learn is everything that has been
said in relation to postponement, cancellation, or funding.

Senator REED. In addition to that, Senator, the purpose for which
the loan was actually made.

Senator WILIAMS. That will be very pertinent to some other
questions especially questions as to whether the officials went
beyond their duty. But it can not be pertinent to this proposed
legislation.

Senator REED. Yes; I think it does in this way: Suppose that a
country obtained a credit for a large amount of money and obtained
it actually for war purposes ?

Senator WILLIAS. Munitions, mules, and blankets, let us say.
Senator REED. Then, clearly, the loan would have been a legal

loan, provided securities had been taken.
Senator WILLuAMS. That is another question. But suppose they

obtained it for the rehabilitation of their country subsequent to the
war. Then the loan, at least in my judgment, would not be a proper
loan, and the question as to.how it should be dealt with now would
be a different question than if a loan had been made for proper pur-
poses, particularly as to the money not yet paid.

The CHAIRMAN. Senator Reed and Senator Williams, the Secretary
of the Treasury is here, and he is a very busy man, at the request of
some members of the committee, including Senator La Follette. Can
you not postpone this reciprocal debate among members and let
Senator La Follette go on with the examination of the Secretary ?

Senator REEd. I am only answering a question.

7"8
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The CHAIRMAN. But those answers have already taken up a con-
siderable portion of the morning session.

Senator LA FOLLETTE. Mr. Mellon, I will ask, with the permission
of the chairman of the committee, whether a memorandum or brief
has been prepared for consideration on each one of these loans

Secretary MELLON. I think not, when it comes to each one. I
have not gone into all of the loans. Mr. Wadsworth, can you answer
the question of Senator La Follette as to there being a brief on each
case prepared

Assistant Secretary WADSWORTH. No; there has not been. The
papers, letters, cables, and other things are filed in a folder relating
to each particular subject or country, and when I have been studying
this matter I have asked that these files be marked with the letters
that would relate to any particular question I wanted to look into,
which Mr. Heffelfinger has done; and then I have taken the files,
with the correspondence serially as it happened, and in that way I
have traced through the negotiations that have taken place.

Senator LA FOLLETTE. Have you summarized that in a brief or
memorandum for the Secretary of the Treasury ?

Assistant Secretary WADSWORTH. I have not.
Senator LA FOLLETTE. Or for your own guidance I

SAssistant Secretary WADSWORTH. I have not.
Senator LA FOLLETTE. Have you made any index upon the files

or covers of this correspondence indicating what is in the file, or had
it done ?

Assistant Secretary WADSWORTH. The index comes to me in the
form of little pieces of paper to mark the letters that relate to the
particular question I am investigating or studying.

Senator LA FOLLETTE. In that correspondence with regard to the
French loan, has there been any application made by the Govern-
ment for a substitution of the bonds of other Governments for her
indebtedness?

Assistant Secretary WADSWORTH. I do not think so.
Senator LA FOLLETTE. Are you certain of it ?
Assistant Secretary WADSWORTH. Has there been, Mr. Heffel-

finger
Mr. HEFFLINOER. No.

Senator LA FOLLETTE. Has there been any correspondence with
regard to the substitution of the Turkish bonds for the French bonds
come to your notice ?

AssistaAt Secretary WADSWORTH. I have not found anything.
Senator REED. While at that point, may I ask, Senator, if it will

not interrupt you ?
Senator LA FOLLETTE. Surely.
Senator REED. Has there been any correspondence or negotiations

with reference to our Government accepting any of the German
reparation bonds after they have been turned over to the allied
Governments

Assistant Secretary WADSWORTH. I can recall of no official com-
munication, or communication from any Government in regard to
that matter, except a tentative agreement that was made by the
" Bi Four," as they called them, or rather by England, France, and
the united States, that possibly each Government would take German
bonds in payment for the amounts that Belgium had borrowed up to

I
I*
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armistice day. That agreement was signed by the President, and, as
I recall it, he submitted it before he went out of office to Congress,
as a matter which had come up at the peace negotiations.

Senator WILLIAMS. That related only to Belgium
Assistant Secretary WADSWORTH. Only to Belgium.
Senator REED. This is the message and document you refer to, is

it not? (Handing paper to Assistant Secretary Wadsworth.1
Assistant Secretary WADSWORTH. That is the one, yes. To answer

your question directly, that is the only communication I have seen.
The CHAIRMAN. The document will be inserted in the record.
(The document referred to and submitted by Senator Reed is here

printed in full, as follows:)

[Senate Document No. 413, Sixty-sixth Congress, third session.)

To the SENATE AND HOUSE OF REPRESENTATIVES:
I herewith call your attention to an agreement with Belgium made by the British

and French Premiers and myself, which is embodied in the following letter:

JUNE 16, 1919.
1. HYMANS,

Ministre des Afaires Etrangeres, Hlotel LoUi, Paris.
SIR: The Reparation Clauses of the draft Treaty of Peace with Germany obligate

Germany to make reimbursement of all sums which Belgium has borrowed from the
Allied and Associated Governments up to November 11, 1918, on account of the vio-
lation by Germany of the Treaty of 1839. As evidence of such an obligation Germany
is to make a special issue of bonds to be delivered to the Reparation Commission. .

Each of the undersigned will recommend to the appropriate governmental agency of
his Government that, upon the delivery to the Reparation Commission of such bonds,
his Government accept an amount thereof corresponding to the sums which Belgium
has borrowed from his Government since the war and up to November 11, 1918,
together with interest at 5 per cent unless already included in such sums, in satis-
faction of Belgium's obligation on account of such loans, which obligation of Bel-
gium's shall thereupon be cancelled.

We are, dear Mr. Minister,
Very truly yours,

G. CLEKMENCEaU.
, WooDRow WILsoN.

D. LLOYD 0GR00E.

In recommending to you that Congress take appropriate action with regard to this
agreement, certain facts should be brought to your attention.

The neutrality of Belgium was guaranteed by the Treaty of London of 1839. In
considering the reparation to be made by Germany it was agreed that the action of
Germany, in grossly violating this treaty by an attack on Belgium, obligated the Ger
man Government under international law to repay to Belgium the costs of war. On
this principle the Treaty of Versailles (Art. 232) provided that in accordance with
Germany's pledges already given as to the complete restoration for Belgium, Germany
should undertake, in addition to the compensation for material damage, to make
reimbursement of all sums which Belgium had borrowed from the Allied and Asso-
ciated Governments up to November 11, 1918, together with interest at 5 per cent per
annum on such sums. This obligation was to be discharged by a special issue of
bearer bonds to an equivalent amount payable in gold marks on May 1, 1926, or at
the option of the German Government on the 1st of May in any year up to 1926.

For various reasons the undertaking defined in the above letter was not embodied
in the Treaty. Belgium's obligations to the United States for advances made up to
the date of the Armistice amounted to approximately $171,000,000, and to Fngland and
France they amounted, I am informed, to about £164,700,000. In view of the special
circumstances in which Belgium became involved in the war and the attitude of this
country toward Belgium, it was felt that the United States might well agree to make
the same agreement respecting pre-Armistice loans to Belgium as England and France
offered to do.

Advances made by the Treasury to the Belgian Government from the beginning of
the war to the Armistice amounted to $171,780,000. This principal sum, however,
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includes advances of $499,400 made to enable the Belgians to pay the interest due
November 15, 1917, and $1,571.468.42 to enable the payment of the interest due May
15, 1918. The interest on the advances has been paid up to April 15, 1919. the interest
due from May 15, 1918, to that date having been paid out of Treasury loans for which
the United States holds Belgian obligations, which, however, were made after Novem- ,
her 11, 1918, the date of the Armistice. This latter advance would not come within
the terms of the agreement above mentioned. If. therefore, the Vnited State. accepts
payment of Belgian obligations given before the Armistice by receiving a correspond-
ing amount of German obligations, it would seem that it should receive German obli-
gations amounting to $171,780,000 with interest from April 15, 1919. r

Althoughit is understood that England and France will take their share of the
German bonds when received by Belgium. I am informed that the Reparation Com-
mission has not as yet finally determined the details of the issuance of the necessary
bonds by the Geiran Government. A recommendation at this time that suitable
legislative action should be taken may appear somewhat premature, but in view
of the approaching termination of my Administration, I have brought this matter to
your attention, hoping that suitable action may be taken at the appropriate time.

WOODROW WILMON.
TaB WHITE HOUSE, February 22, 191.

Assistant Secretary WADSWORTH (continuing). That is the only
communication I have seen suggesting that German bonds should be
taken in payment for the Government's loans.

Senator LA FOLLETTE. Do you know, sir. whether you have seen
all of the correspondencepertaining to these several loans?

Assistant Secretary WADSWORTH. I understand so. My prede-
cessor, Mr. Kelly, staid with me a month, and we went over this
matter with great care, from one end to the other, and then I went
over it all again after he left.

Senator REED. If you will pardon me, I want to read a statement
here. I think it bears on this, and I would like to clear it up-I am
reading from a report made to some of the press by a press associa-
tion. [Reading:]

Under the plan any serious consideration-

That is by the allied Government. [Reading.:]
(The statement referred to is on file with the clerk to the com-

mittee.) -
Senator REED. Now, have you heard anything about that plan?
Assistant Secretary WAwwoRa=. I never have.
Senator MCCUMBaR. What is the date of it 9
Senator REED. It is very recently.
Senator McCUMBER. That is all I wanted to know.
Senator REED. I can not give you the exact date, Senator, just

now.
What I wanted to get at, was whether such a plan as that had been

discussed and whether in connection with it it was considered that
those bonds might be accepted by the United States.

Secretary MELLON. May I say in connection with that that the
only conference that has been held since I was in office was with the
British ambassador, and there was no reference at all to anything of
that nature during that conference. I never heard of that until it
has been brought up now.

Senator LA FOLLETTE. Mr. Chairman, I want to submit a request,
to be taken down in this record; and I request that the secretary pro-
duce here:

1. Statement of delinquent interest by nations, specifying amount
owed by each.
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2. Statement of interest actually paid by each nation.
3. Copies of all documents relating to negotiations, including all

drafts of proposed plans, and communications between State and
Treasury Departments.
. 4. Statements of all claims of United States against foreign
governments.

5. Statement showing for each debtor nation: Amount of total
indebtedness and names of creditor nations with amount of each.
Annual expenditures of each debtor nation. Annual revenues of each
debtor nation.

And I submit that those are important documents, and that the
request covers important information that ought to be before this
committee for its consideration.

The CHAmMAN. I suppose that request could be granted without
objection. So far as is in knowledge or power of our Treasury
Department to obtain it.

Secretary MELLoN. Mr. Chairman, although that information has
been submitted, except the latter in regard to the--

Senator La FOLLETrE (interposing). It has been submitted, per-
haps, in a desultory way and is scattered through the record where
it is difficult to find.

Secretary MELLON. In our late conferences there was a complete
report of all that, showing the indebtedness, amount of interest paid
amount of interest accrued and the details, excepting this in regard
to the budgets of the Governments-that we have not gone into.

The CHAIRMAN. You have no official knowledge of that
Secretary MELON. No official knowledge, butt might be gathered

through other papers.
Senator LA FOLLETTE. It is pretty important to know something

about the condition of each one of these debtors, if we are going to
defer for a period of years, or be asked to defer payment of the debt.

The CHAIRMAN. So far as they are able-but I do not see how an
American Secretary of the Treasury or Commerce or any other depart-
ment would know' the financial status of Turkey, except by inquiry.

Secretary MzELLN. There would be this, however, that in all of
these settlements that would be a part of the procedure to obtain
from each Government a statement of their fiscal affairs; that would
arise in every negotiation and would be a part of the negotiation.

Senator WILLIAMS. Necessarily incidental to it ?
Secretary MELLON. Yes if we should ever reach it.
Senator WALSH. You ask, Senator La Follette, for correspondence

between these foreign governments and this Government. Where
there have been personal negotiations do you not think a summary
of that ought to be given ?

Senator LA FOLLTrr . Instead of the entire correspondence
Senator WALSH. No; where there has been personal negotiations ?
Senator LA FOLLETTE. Yes, indeed; that should be covered.
Senator WALSH. You have not asked for that.
Senator LA FOLLETT. That was not covered, and I would like to

have that added.
Senator WALSH. The Secretary referred to some personal conver-

sation he had with some representatives of. other Governments in
regard to the matter; unless it is confidential I think you ought to

77
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change that or add to it a summary of personal negotiations as well
as of correspondence.

Senator LA FOLLETTE. The stenographer will please add that as
No. 6.

(The stenographer thereupon added as follows:)
6. Summary of personal conversation and negotiations had by the Secretary of the

Treasury with representatives of foreign Governments.

Secretary MELLON. There [indicating] is the most of that data.
Senator LA FOLLETTE. I know; I was here the day there was a

partial statement made.
The CAIRMAN. Senator La Follette, the Chair is informed by Mr.

Wadsworth that all this information has heretofore been printed in
the proceedings of this committee, except the indebtedness of foreign
nations. You have that with you, have you, Mr. Wadsworth ?

Assistant Secretary WADSWORTH. No; we have not.
The CHAIRMAN. Have you got it at the office available 9
Assistant Secretary WADSWORTH. No.
The CHIRMAN. I understood you to say just now-
Secretary MELLON (interposing). To what is reference being made-

not the indebtedness to this country
Assistant Secretary WADSWORTH. To this country; we have it all

here, and I think it has been filed.
The CHAIRMAN. But Senator La Follette inquires as to their gen-

eral indebtedness to other countries.
Assistant Secretary WADSWORTH. We have no record as to that,

Senator.
Senator LA FOLLETTE. That is obtainable right in this country

without going there for it.
Assistant Secretary WADSWORTH. It is obtainable ?
Senator LA FOLLETE. I have gathered it myself with respect to

one country.
Assistant Secretary WADSWORTH. It may be available as to certain

dates i the past.
Senator LA FOLLETTE. Certainly.
Assistant Secretary WADsworr. But they are constantly issuing

new loans and paying off and refunding, and we would have to go
back several months to get a balance sheet.

Senator LA FOLLETTE. It would also be true if you got it up to
date that before we get through with this investigation there woulk
be some modifications, but you would at least have it up to the time
the record is made from which it is taken, and that information can
all be assembled if you have the working force to do it.

Assistant Secretary WADSWORTH. We would have to send for it to
Roumania or to Jugoslovakia or any of these countries; I do not
believe there is in this country to-day what we might call a balance
sheet.

Senator LA FOLLETTE. I think very likely, Mr. Wadsworth, that
that is true with respect to some of the smaller nations.

Senator WILLIMS. Just one question. I understand that these
papers that were sent up in these boxes are contained in different
smaller packages; that the smaller packages have upon the outside
of them a description of the contents of the package and each one
is collated according to the country with which it deals.
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Assistant Secretary WADSWORTH. I understand so.
Senator WILLIAMS. Is that the case
Assistant Secretary WADSWORTH. That is so.
Senator WILLIAMS. Then in getting at the facts with regard to

any particular country, nobody would have to go through all of
these six boxes, but could find the several folders relating to that
particular country.

Senator LA FOLLETTE. That statement, Senator Williams, does
not agree with the statement of Senator Reed as to the conditions in '
which those papers came to the Judiciary Committee, which state-
ment is now a part of the record of this committee.

Senator WILuAMS. Senator Reed said they were mixed up in
boxes and very difficult to get at; but while that is true, I undrestand
each one is contained in a separate.cover.

Assistant Secretary WADSwORTH. Mr. Heffelfinger could take
those boxes and the files contained therein and segregate them in a
very short time, to show exactly what related to each country, just
as he would in our own files in the Treasury; he could pick the files
right out.

Senator SIMMONS. Mr. Secretary, the bill which you have asked
the Congress to pass with reference to this matter suggests a possible
plan of substituting the bonds of one Government for those of another
in settlement with the United States. Would it unduly embarrass
your negotiations if some limitation was placed upon your power to
make that substitution

Secretary MELLON. There is no plan for substituting securities sug-
gested. It is only this, that it will just give the broad power which
could be used in case the necessity arose with some particular Gov-
ernment, and it was only to meet a contingency that might possibly
come up. We do not know of any nor expect any situation of that
sort, but it was thought better to have a broad authority, so that we
could meet whatever contingency might arise in the negotiations,
and not only for the purpose for the particular negotiation with that
country, but after the refunding has been accomplished and the
papers have been passed there would be no question then as to the
broad authority, and the question would not then arise in the future,
with respect to any of these loans or any of the securities, that there
was not authority to put them in the shape that they had been put
in-that it was better to have a broad, simple authority that gave
the Treasury Department, with the approval of the President, that.
power. It is much better to have it in that shape for the refunding
of these loans after the refunding has been accomplished.

Senator SxMMOs. In other words, if I understand you, you say
you would like to have this so that after you have completed the
process of refunding that the substitution might then be made ?

Secretary MELLON. Oh, no, no; there is no anticipation of any such
substitution.

Senator SIMMONs. I know you stated-
Secretary MELLON (interposing). But there might arise something

of that sort. It was thought better to have a broad authority, so
that whatever contingency arose it could be met and the refunding
accomplished: and then, having this broad authorization, there
would not afterwards be any question about the validity of the
security, because it would be obvious that that authority was broad
and gave all of the authority necessary.
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Suppose you limited it in any particular place. Then afterwards
these securities would be scrutinied by a lawyer, and he would raise
the question, "Well, the Secretary of the Treasury did not have
authority; that refunding was done without authority, and these
securities are not in valid and legal shape."

Senator SnMoNs. I understand you to say that you have no
thought of agreeing to such a substitution. But I had interpreted
your bill as giving you the authority to do that in case you saw fit to
do it. Now, if you do not need the authority we might eliminate it.
If you do need the authority, there are exigencies which might arise
when you would want to do this thing; then my question was, in
case of that contingency would you be embarrassed or hampered
unduly by some qualifications ?

Secretary MELwON. Well, it would be only that in order to ac-
complish what would be necessary I would have to apply again to
Congress for authority in that particular case, and it would be very
much better to have a broad authority that would not make it neces-
sary to come to you.

The CHAIRMAN. It has been stated that a section be added to the
bill reading as follows:

The authority hereby granted shall cease and determine at the end of five years
from the date of the approval of this act.

I want to have that entered in the record, that I may submit it to
the committee at a proper time in executive session; and I ask the
Secretary of the Treasury while he is here whether such an amend-
ment would hamper him in any way or be objectionable ?

Secretary MELLON. Not in the least; that is, I think-
Senator LA FOLLETTE. Where does that amendment emanate

from
The CHAIRMAN. I want to make that section No. 2.
Senator LA FOLLETTE. That is an amendment you are going to

offer
The CHAIRMAN. I want to submit it to the committee for its

consideration.
Secretary MELoN. There can be no objection to that amendment,

if all of the refundings have been completed.
Senator SIMMONS. Mr. Secretary, I want to ask you this question

in connection with that: That confers upon you this power for the
full period of five years. You have no idea it is going to take any
such time as that to make this negotiation, do you r

Secretary MaLwON. No; I should not expect it to take anything
near that length of time. But, of course, there may be some of these
countries where they will not be in a condition to act, and something
may have'to be done that will take considerable time, and it is
rather difficult to anticipate just how long it will take.

Senator SmMONS. Would it, in your opinion, take any very great
length of time to bring about an adjustment with the leading nations ?

secretary MELON. I think not.
Senator SMMONS. There was something in the debates on Friday,

on the bonus bill, with reference to the delaying of action upon that
bill until after this refunding process was completed; and there was
some suggestion that probably that would not delay action more than
five or six months, if that long.
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Secretary MLLON. I did not understand it that way. I thought
the delay was in regard to the funding of loans of this Government.
It had not reference to the foreign loans.

Senator SmaONS. It had noti Possibly I am mistaken about it.
Senator LA FOLTrrT. No; you are mistaken about it. The Presi-

dent, in his participation in the debate upon the bill, suggested three
things that were necessary to be done before we took up any con-
sideration of gratuities to the soldiers, as he termed them. The first
thing was the reduction of taxation; the second was the refunding of
the war debt; and the third was the refunding of these foreign debts.
That was the President's statement in his debate upon the bill.

Senator REED. I may have misunderstood you the other day, Mr.
Secretary. I thought you said to me that you objected to a limita-
tion of time in which to make these settlements; that you wanted a
free hand in the matter, and you could not tell what time it would take.

Secretary MELLON. All of these obligations are existing now,
Senator, and it should not take more than the length of time men-
tioned in this amendment; so that I can see no objection to putting
in the limitation.

Senator REED. Would you be willing to have a limitation of six
months put on ?

Secretary MELLON. I do not think it would be possible to get
through in sir months.

Senator REED. Would you be willing to have a limitation of a
year put on I

Secretary MELLON. I do not think it would be possible to get
through with them all in a year.

Senator REED. How about two years?
Secretary MELLON. I do not know, but it might possibly be done.

It might not. It seems to me that it would be better to have time
enough. There may be some particular case where they have to be
nursed along and put in shape that will take longer than we expect.
I think it is better to have a reasonable time.

Senator REED. I want to try to see if I can get two or three things
clear.

Would you consider the question of accepting German obligations
for the obligations of any of these countries to whom we have oaned
money, or for any part of the obligation ?

Secretary MELLON. So far as I know now, I would not.
Senator REED. Would you do that in the case even of Belgium ?
Secretary MELLON. In the case of Belgium I can not see why that

should be considered.
Senator REED. Would you consider the question of taking the

obligations of any one of these countries for the obligations which
some other of the countries owe us

Secretary MLLON. I do not anticipate that that question will
arise, but it might arise.

Senator REED. You might do that
Secretary MELLON. There might be a case where it would be

desirable to do that, but I have not any such example in mind.
Senator REED. You did have a transaction the other day, or a little

while back, by which an obligation which was due to us from the
French Government was infact transferred to the Italian Government 9

Secretary MELLON. Yes.
56941-21-PT 4- 2
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Senator REED. I read in the Washington Star yesterday a state-
ment to the effect that you had recently paid England a large sum of
money. Is that correct ?

Secretary MELLON. Yes. That was a settlement on account of
transportation of troops during the war between the War Depart-
ment and the British Government. It had nothing to do with any
of the obligations of Great Britain to this country. It was one of
the current bills for services performed by England, and those
accounts have been from time to time rendered and paid all through
the war, and this was a final settlement that was made.

Senator REED. How much was paid I
Secretary MELLON. $32,000,000.
Senator REED. You say that this country had nothing to do with

it. This country, in fact, did pay to England $32,000,000, did it not ?
Secretary MELLON. Certainly.
Senator REED. At the same time England owed us a claim growing

our of transportation, did it not
SSecretary MELLON. England owed the Shipping Board about

$12,000,000.
Senator REED. For what?
Secretary MELLON. For services to England of the Shipping

Board.
Senator REED. In hauling stuff to England during the war?
Secretary MELLON. Yes. And the British Government objected to

some of those charges, and that claim had not been adjusted. But
the British Government had always paid all of these claims very
promptly when they were presented, and this claim had not yet been
adjusted. The British Government was ready to pay it as soon as
the adjustment was completed, and so there was no occasion to take
that into consideration.

Senator REED. But, as a matter of fact, with a claim advanced by
the Shipping Board of $12,000,000 plus, we paid a claim of Great
Britain against our War Department of $32,000,000 1

Secretary MELLON. Yes; but the claim of $32,000,000 had been
completed had been adjusted and agreed on. The other had not,
and therefore was not ready for payment, and there was no reason
existing why one should wait on the other, because the British Gov.
ernment had always paid claims promptly when they were adjusted.

Senator REED. When we paid this claim to Great Britain of
$32,000,000, Great Britain had not been prompt in paying interest
upon the money we had loaned Great Britain, had it I

Secretary MELLON. This arose from the dealings between the War
Department and a British department, and it was not connected with
the Treasury. The Treasury had nothing to do with the adjustment
of the accounts or the settlement except to pay the money on the
requisition of the War Department. Those were current claims that
had all through the war been settled in that manner There was no
reason why it should be complicated with the large indebtedness of
Great Britain.

Senator REED. I know that is your opinion, but the claim of the
Shipping Board was for hauling materials and rendering service to
Great Britain during the time the war existed, was it not ?

Secretary MELLON. Yes.



REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 88

Senator REED. So that it has now been in dispute or in process of
settlement ever since the armistice ?

Secretary MELLON. I do not know about ever since the armistice.
This settlement of the War Department had been arrived at a month
or so ago, or perhaps earlier than that.

Senator REED. I am speaking of the claim of our Shipping Board
now.

Secretary MELLON. Oh. That has not been settled or adjusted yet.
Senator REED. No; but I am speaking, Mr. Mellon, about whether

the services rendered by our Shipping Board were rendered before
the armistice.

Secretary MELLON. I presume they were. I do not know posi-
tively.

Senator REED. And ever since that time there have been negotia-
tions on in regard to the settlement and it has not been completed yet ?

Secretary MELLON. Yes.
Senator REED. With reference to the British claim, it arose out of

the transportation of our troops and materials during the war, did
it not

Secretary MELLON. Yes.
Senator REED. When was it finally settled? M
Secretary MELLON. Do you know when it was finally settled, Mr.

Wadsworth f
Mr. WADSWORTH. I think Gen. Connor and the representative of

the British ministry of shipping came to an agreement on the matter
in March.

Senator REED. Of this year
Mr. WADswORTH. Yes. I do not remember the exact date. They

finally decided the various claims and came to a figure of thirty-two
million dollars odd.

Senator REED. All these claims are basically the claims of one
government against the other ?

Secretary MELLON. Yes.
Senator REED. But the Shipping Board, being a branch of our

Government, presented a claim to this Government, and the War
Department beig another branch, had a claim against Great
Britain, and GreatBritain had a claim against us.

Secretary MzELLN. Yes.
Senator REED. The amount of it is that we paid $32,000,000 to

Great Britain with them owing us at least $12,000,000. The amount
that we claimed was $12,000,000, and with them owing us how much
interest ?

Secretary MELLON. A very large amount. I do not know e:-
actly.

Senator REED. Did you make any effort to get them to credit
that on the interest ?

Secretary MELLON. Oh, no. As I say, the custom has beeri all
along that those claims were met and paid when presented. The
British Government also paid to this country large amounts in
settlement of claims of that nature. For instance, under the Pitt-
man Act the British Government has paid large amounts of in-
debtedness to this Government. Those matters are current matters
that come up and are settled and paid when the accounts are ad-
justed, and there was not any reason why that should be com-
plicated with the other obligation.
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In the first place, as a matter of proportion, they are very small
in proportion to the whole obligation of the war debt.

Senator REED. You say they were current matters
Secretary MELLON. Yes.
Senator REED. You do not mean they are current now. All

these obligations were incurred prior to the armistice, were they not I
Secretary MELLON. Part of the claims arose from returning

troops from abroad since the armistice.
Senator REED. That was all a good while ago ?
Secretary MzLLON. But it has been since the armistice.
Senator REED. Yes. When you used the term "current matters"

you meant they were matters that had been settled between the
Governments at about the time the obligations were generally in-
curred ? You did not mean that they are current matters now 9

Secretary MELLON. Oh, no. They were just between the depart-
ments of the Government, between the War Department and the
British Government.

Senator REED. This $32,000,000 was a balance, was it not?
Secretary MELLON. It was for the specific settlement of an account

owing.
Senator REED. It was a balance due on a very much larger account

was it not I
Secretary MELLON. No; I think not.
Mr. WADSWORTH. It was the final clean-up between the War

Department and the British ministry of shipping which showed that
much owing by the United States War Department.

Senator REED. But we had paid them a very much larger sum than
that in the past, had we not 9

Secretary MELLON. Presumably we had.
Senator REED. Do you know how much it was?
Secretary MELLON. I have no idea.
Senator SMooT. May I make a statement I am compelled to

go--
Senator REED. I am through with this line of questions.
Senator SMOOT. I just received word that the Secretary of War

had prepared a letter with certain suggestions in relation to the,
Sweet bill that, in his opinion, are very, very material and of great
importance. Therefore, when you adjourn this meeting, would you
adjourn it until to-morrow morning at 11 o'clock? I want the
committee to take up the Sweet bill and get through with that, ahd
by that time I will have the letter of the Secretary of War.

The CHAIRMAN. Do you mean 10.30 o'clock or 11 o'clock
Senator SMooT. I would rather have it at 10.30 if I could.
The CHAIRMAN. There is a disposition to proceed with this loan

bill.
Senator SMOor. I do not think, Mr. Chairman, it is going to take

very long, now.
The CHAIRMAN. Ask Senator La Follette about it. I do not know

how much Senator La Follette wants to prolong this examination.
Secretary MELLON. May I suggest that to-morrow is a Cabinet

meeting.
The CAIRMAN. When the committee adjourns, if there is no objec-

tion, the program will be that the Sweet bill will be considered and
that the loan bill shall not be taken up until a later meeting. It will
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go over to-morrow on account of the engagment of the Secretary of
the Treasury. The committee, when it adjourns, will adjourn until
10.30 o'clock to-morrow to consider the Sweet bill.

Does any one desire to address any further inquiry to the Secretary
of the Treasury to-day ? '

Senator WALSH. I would like to ask the Secretary his opinion of
an amendment that I would like to offer to the committee, the amend-
ment to be called "section 3," and to read as follows:

The Secretary of the Treasury shall immediately transmit to the Congres copies
of any refunding agreements, entered into, with the approval of the Presdent, by
each foreign Government upon the completion of the authority granted under this act

Secretary MELLON. I think that would be-an obstruction to the
negotiations and it would not be practical to carry through these
negotiations if the questions have to be submitted to Congress.

Senator WALSH. I do not think you get the purport of the amend-
ment. This is assuming that the Senate permits the negotiations to
be made by you subject to the approval of the President, without
any approval of Congress. I propose to ask that as soon as ne-
gotiations with each foreign country are completed a copy of the
agreement be transmitted to the Congress.

Secretary MELLON. The difficulty there is that when the negoti-
ation with the country involved is completed, then they have the
right to suppose that it has been completed and that mutual con-
cessions and agreements that have arisen in the negotiations will
have been adjusted and the conclusion arrived at.

Senator WALSH. This is not to be transmitted for our approval,.
but for our information.

Secretary MELLON. Oh; I can not see any objection to it, then.
Senator WALSH. I thought you would not. In other words, the

public and the Congress will know what the result of your nego-
tiations with a government has been.

Secretary MELLON. I can not see any objection to that.
Senator REED. But you are utterly unwilling to have the matter'

submitted to Congress in advance
Secretary MELLON. I do not think that would be feasible, to work

in that manner.
The CHAIRMAN. You refer, Mr. Reed, to Mr. Walsh's amendment

about referring it to the Senate for confirmation I
Senator REED. I was referring to the general proposition.
The CHAIRMAN. I suggest that this amendment also, Mr. Walsh,,

be inserted in the record.
Senator WALSH. You mean my other amendment ?
The CHAIRMAN. Yes. Let it be inserted in the record at this

point.
(The amendment referred to is as follows:)

18. 2136, Sixty-seventh Congress, First session.

AMENDMENT Intended to be proposed by Mr. Walsh of Massachusetts to the bill (8. 2136) to enable the
refunding of obligations of foreign Governments owing to the United States of America, and for other
purposes, via:

On page 2, line 11, add: "Provided, That no agreement with a foreign government
with respect to any measure hereinbefore authorized shall be deemed to have been
completed, nor to enjoy full force and effect, until it shall have been specifically em-
bodied in a convention duly concluded by the President of the United States and
ratified and proclaimed by him by and with the consent and advice of the Senate
of the United States, under Article II, section 2, clause 2, of the Constitution of the
United States."
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Secretary MELLON. What would be the effect, then, Senator Walsh,
if a particular negotiation had been completed and agreed upon with
a Government, and then that had been given to the Senate for their
information, as you say, and for confirmation ?

Senator WALSH. Not for confirmation; only for information. In
other words, instead of waiting for your annual report to be made, as
each negotiation is completed you will send a special message saying
the negotiations have been completed and the result is as follows.
It is simply for the information of Congress.

Secretary MELLON. Yes; I see.
The CHAIRMAN. Senator La Follette, have you any further inquiry

to address to the Secretary at this stage?
Senator LA FOLLErrE. Not this morning.
The CHAIRMAN. Do you desire him to be here on Wednesday ?
Senator LA FOLLETFT. No; not until I have looked into some

matters that I want to investigate.
The CHAInAN. Then, when this committee adjourns, the hearing

on the loan bill will be postponed until I can confer with you. Is
that the point? You were absent from the room. It has been
agreed on account of the Cabinet meeting to-morrow, and for other
reasons, to have this bill go over to-morrow and to take up the Sweet
bill to-morrow. Would it be convenient and agreeable to take up
this loan bill on Wednesday, in view of the adjournment over on
Tuesday ?

Senator LA FOLLETTE. I think it would; but I do not know that
I shall want at that time to ask any questions of the Secretary. I
may want to ask the committee to call some other witnesses and
interrogate them, and then that may develop some things that may
make it necessary to call Mr. Mellon.

The CHAIRMAN. When will you be in position to inform me so that
I may call the witnesses for Wednesday I

Senator LA FOLLnTTr. I think in time to get them.
The CHAIMAN. All right. Then the committee, as I have already

stated, will meet on Wednesday and resume consideration of the loan
bill and hear such other witnesses as Senator La Follette may request
the Chair to invite.

Secretary MEtLON. In relation to the suggestion to refer this matter
to the Senate for their information upon the completion of any par-
ticular settlement that may be made, it occurs to me that that might
be embarrassing in this respect: These settlements will have tobe
proceeded with separately; that is, one concluded, say, with Great
Britain, and then the next taken up, say, with France. It might be
embarrassing to have Great Britain's case made public before our
negotiations with France. I do not know, but you can see that
these settlements will follow similar lines with the separate Govern-
ments. It may or may not be embarrassing to have one made
public when we are proceeding to a settlement'with another Govern-
ment immediately afterwards.

I would like to think about that and report at the next meeting.
Senator WALSH. I had in mind that you might possibly make that

suggestion.
Secretary MELLON. I will be prepared at the next meeting to

answer your question.
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Senator REED. I want to give you another question to think over.
Why is it that you can not make these settlements in strict accord-

ance with the terms of the acts of Congress authorizing these loans
and specifying the conditions of the obligations ?

Secretary MELLN. The reason is this, that the securities taken
would not be in as good form for the purposes of our Government
because the authority, there is so restricted that it makes it very
difficult. Our securities taken from England, for instance, would be
split up and some of them bear one rate of interest and others bear
another rate of interest, because the rates of interest were different
under the several Liberty loan acts, and we would have to follow
each particular act for the settlement of that part of the claim.

Senator REED. But the law contains a clause that if the Govern-
ment of the United States, in order to get this money, is to pay
different rates of interest and borrow on different terms, the bonds
shall be adjusted accordingly.

Secretary MELLON. Yes.
Senator REED. Why, under that authority, can you not go ahead

and make these settlements and take these obligations?
Just think about that and give us your opinion when you come

back.
Senator LA FOLLETTE. Mr. Chairman, is any further action to be

taken in regard to this committee having access to the corre-
spondence?

The CHAIRMAN. I would be very glad if that patter could be
cleared up.

Senator Reed has that somewhat in charge for the committee, and
I would like to ask Senator La Follette to address his inquiry to
Senator Reed and find out just what he wants. I do not know what
you want, exactly. You say all this voluminous material you can not
examine.

Senator LA FOLLETTE. Mr. Wadsworth made the suggestion here
during the course of this hearing that Mr. Heffelfinger--who, I judge,
is the file clerk in your office---

Mr. WADSWORTH. Yes.
Senator LA FOLLETTE (continuing). Is entirely familiar with these

documents, and he could go through them, if this committee had
access to them. But it was suggested, I think, by the Secretary of
the Treasury, that the papers really belonged to the Treasury Depart-
ment and that it is for the Treasury Department to turn them over
without respect to the State Department. They do not come from
the files of the State Department.

The CHAIRMAN. Can you serve as a subcommittee of one to have
these boxes here tomorrow morning, Senator Reed

Senator REED. I will serve as a subcommittee of one and make the
effort, but from Senator Nelson's letter I take it that he will do
nothing unless the Judiciary Committee advises him to do it. That
committee has adjourned, but I will try to get-

The CHAIRMAN. You might poll it.
Senator REED. If I can not do anything else I will get the committee

to return the documents to the Treasury.
The CHAIRMAN. I would like to have them produced to-morrow if

possible.
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Secretary MzEIa. There is one other matter that Senator LaFollette proposed, and that is that we furnish the budgets or thefinancial statements of these governments. That will take a verylong time. I do not believe that they can be gathered togetherwithin what would be a reasonable time to submit to this committee.
It will be difficult to obtain all of that information.

The CAIRMAN. Could they not be obtained bv cable ?Senator LA FOLLTTEr. I believe that a great deal of that informa-tion can be secured in the foreign publications on file in the Congres-sional Library. You could not bring the information down to thelast minute, beyond any question, iyou relied upon those foreignpublications, but you can bring it down to the last time a publicstatement was made, and you could simply do the best you could*and that information would be before the committee, and iift thoughtit important to*secure later data upon the subject it would be forthe committee to say.
Secretary MELLoN. We can see what can be done,
The CnaIRAN. The committee stands adjoqrpe until to-morrowmorning at half past 10 o'clock.
(Whereupon, at 12.05 o'clock p. m., the committee adjourned untilto-morrow, Tuesday, July 19, 1921, at 10.30 o'clock a. m.)
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WEDNEUDAY, JULY 20, 1921.

UNITED STATES SENATE,
COMMITrEE ON FINANCE,

Washington, D. C.
The committee met pursuant to adjournment, at. 10.30 o'clock

a. m., in room 312, Senate Office Building, Washington, D. C., Senator
Boies Penrose presiding.

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, Curtis, Watson, Calder, Sutherland, Simmons, Gary, Reed,
and Walsh.

Present also: Hon. Andrew M. Mellon, Secretary of the Treasury,
and Hon. Eliot Wadsworth, Assistant Secretary of the Treasury.

The CHAIMAN. The hour of 10.30 having arrived, the committee
will come to order. The Secretary of the Treasury is here and the
papers and archives relating to correspondence with foreign nations,
already referred to in these proceedings as having been sent to the
Judiciary Committee by the Secretary of the Treasury, have been
delivered to this room, through the courtesy of Senator Nelson, the
chairman of the Committee on the Judiciary. They have been
brought here largely at the suggestion of Senator La Follette.

Secretary MELLON. We were also requested to make a report on
the conditions of*any of the foreign Governments owing this Govern-
ment, the condition of their budgets, and Mr. Wadsworth has' with
him as much of that information as we could gather up until this time,
which is pretty complete, excepting that it is not up to date, I believe.

Assistant Secretary WADSWORTH. I might add, Mr. Chairman, that
we have here, in accordance with the request made at the last meeting,
a statement showing the delinquent interest by nations, specifying
the amount due by each. We have a statement of the amount
actually paid by each nation. We have in these boxes copies of all
documents relating to negotiations, excepting that I thought we
might add to that the copy of the Secretary's letter to the British
ambassador sent this spring, which has been referred to already,
bringing the information up to date.

Secretary MELLON. That followed the last conference I had with
the British ambassador, and that furnished to him this information
which he had asked for.

The CHAIRMAN. Has that letter ever been published
Secretary MELLON. No.
The CHAIRAMN. Where is it?
Assistant Secretary WADSWORTH. The information sent to him is

all in those boxes.
Secretary MELLON. But the letter itself went to the ambassador..

We have a copy of that.



REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

The CHAIRMAN. Is there any objection to publishing it?
Senator SMOOT. I thought we were going to print the whole in-

formation.
The CHAIRMAN. He said his information covered everything in

this letter. Did I understand you correctly, Mr. Wadsworth?
Assistant Secretary WADSWORTH. This is merely a summary of it.
Secretary MELLO". Is it the intention to make it public I
Senator SMooT. To make it a part of the record.
Secretary MELLOX. It is all right to make the letter a part of the

record. I thought the inquiry was as to the advisability of having
newspaper publicity.

Assistant Secretary WADSWORTH. I would suggest that it be treated
just as you treat the information in these boxes.

Senator Smoor. Then, I do not request that it be made a part of
the record.

Senator LA FOLLETTE. I am going to request that everything be
made a part of this record. I think this is the people's business.

The CHARMAN. There is no doubt about it; these are public
meetings.

Senator LA FOLLETT. There was some suggestion about sup-
pressing the publication of these records.

Secretary MEzLON. No; there is no idea of suppressing anything
in the records of these meetings.

Senator LA FOLLETTE. You say you have there a complete response
to the request which I filed here for definite information ?

Assistant Secretary WADSWORTH. Yes; so far as we can go in
getting the information about the foreign nations.

Senator LA FOLLETTE. You may proceed to give it so that I can
follow you and see how completely it answers the request.

Assistant Secretary WADSWORTH. The first is a statement of
delinquent interest by nations, specifying the amount owed by each.

The CHAIMAN. That is interest owing to the United States
Assistant Secretary WADSWORTH. That is interest owing to the

United States.
Senator LA FOLLETTE. And it is complete
Assistant Secretary WADsWORTH. It is complete.
Senator LA FOLLETTE. Up to what date
Assistant Secretary WADSWORTH. Up to the last interest date upon

each individual obligation.
Senator LA FoLrErE. Just refer to your memorandum there, if it

gives the,information, and make a statement with reference to each
one.

Assistant Secretary WADSWORTH. The obligations have different
dates.

Senator LA FOLLETTE. I understand that.
Assistant Secretary WADSWORTH. The interest is payable every

six months. We have figured the interest on each obligation up to
the last interest date.

Senator LA FOLLETTE. What is the last interest date for each one of
those debtor nations t It is stated on your memorandum there, is
it not

Assistant Secretary WADSWORTH. No; because the obligations
have a great variety of dates. They were given at different times and
the interest is payable each six months.

I
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Senator LA FoLLETE. Every six months from the date of the
obligation I

Assistant Secretary WADSWORTH. We have not tried to bring it up
to last night. We have brought it up to the last interest date.

Senator LA FoLLETTE. Just give me, if you will, please, the amounts
of each of those countries.

Assistant Secretary WADswaRTH. The interest accrued and un-
paid up to and including the last interest period.
Armenia..............
Austria.................
Belgium...............
Czechoslovalda.........
Esthonia................
Finland..............
France.................
Great Britain..........
Hungary.................
Italy..................

Senator WATSON.

1, 009, 868.67
721, 671. 27

34, 007409.62
8, 125166.24
1,389,668.37

698,339.79
284,14 8863. 64
407, 303,283.93

60,576.07
161,078, 880.80

Latvia................ $386,962. 52
Liberia ................ 1,668. 86
Lithuan................ 498,162.80
Poland..................... 9, 87,443.36
Rumania............... 3,477,54.09
Russia.................. 26, 120,660.18
Serbia............... 4, 778,797.79

Total............ 943,534,755.99

That is exclusive of any interest heretofore paid
by any or all of these nations

Senator LA FOLTTE. And how many of these debtor Govern-
ments have paid any interest at all

Assistant Secretary WADswoRTH. That is the next statement. I
have a statement here of interest heretofore paid.

Senator LA FOLLuTT. Yes; I see that. That is really my next
question here. Will you please give that

Assistant Secretary WADWORTa (reading):
Belgium..............
Cuba..................
Czechoslovakia..........
Prance..............
Great Britain...........
Greece..................
Italy................
Latvia ...............

$13,014, 918.42
1, 282,369. 64

304,178.09
139, 70,376.13
246,667,186.60

784,153.34
67, 598,862. 62

126,266.19

Liberia................ . 861. 10
Poland................. 1, 290620.78
Roumania............... 263,313.74
Russia.................. 4,842, 54.33
Serbia ................ 36,059.14

Total............. 465, 271, 688.92

Senator LA FOLUETT. Not having the table before me, I could not
make certain that each of these nations has made payment. Does
the table show that they have ?

Assistant Secretary WADSWORTH. No.
Senator LA Foutrri . What nations have made payments ?
Assistant Secretary WADswoRTH. The nations that have not made

payments are Armenia, Austria, Esthonia, Finland, Hungary, and
Lithuania.

Senator La FouETrr. As to the payments made by the nations
that have met the interest, in so far as you have stated that they have
met it, has the payment by any of them been made through addi-
tional loans to them by the United States Government o

Assistant Secretary WADSWORTH. Yes, sir-
Senator LA FOLLETTE. Which ones?
Assistant Secretary WADSWORTH. I should suppose a large propor-

tion of it was paid during the war out of advances made by this Gov-
ernment.

Senator LA FOLLzTTE. Can you state from your own knowledge.
whether any of them have paid interest otherwise than through ad-
vances made by this Government ?

Assistant Secretary WADSWORTH. I know that some of them have,
but the amounts are comparatively small.
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Senator La FOLLETE. Can you state which nations from your
recollection ?

Assistant Secretary WADSWORTH. I know that Poland made a
payment, but I do not recall how much. About a year ago they made
a payment on account of interest.

Senator REED. But did they not make that out of moneys they got
from 'us

Assistant Secretary WADswoRTH. As I understand it; no.
Senator REED. How much was it ?
Assistant Secretary WADswoaRH. I could not say.
Senator REED. Was it large or small ?
Assistant Secretary WADSWORTH. It was small. The bulk of this

money waspaid out of advances made by this Government.
Senator REED. Do not your records show in every instance whether

that is true or not ? When you let a country have money, did you not
ascertain the purpose for which it was advanced ?

Assistant Secretary WADSWORTH. I looked that up and found a
statement that in advancing money to these nations one of the needs
of the nations that was taken into consideration was the fact that they
were to pay interest upon the loans from this Government.

Senator REED. You have some correspondence about that, have
you not

Assistant Secretary WADSWORTA. Presumably we have. I have
never looked into that. It is a very voluminous correspondence,
showing everything that went back and forth between these Govern-
ments as to what their needs were.

Senator REED. Where is that correspondence?
Assistant Secretary WADSWORTH. I presume it is all in the Treas-

ury.
Senator REED. Why have they not been produced? We have

called through the Judiciary Committee repeatedly for all this corre-
spondence, and, finally, five or six great boxes were brought over there.
rnow find that the general correspondence was not in those boxes;
that there is correspondence with reference to particular nations, but
the general correspondence has still been withheld from this committee
and from the Judiciary Committee. Now you say there is a state-
ment, and a very voluminous statement, showing the purposes for
which this money was advanced. Why do you not bring that state-
ment here

Assistant Secretary WADSWORTH. Well, I am not familiar with
that, Senator Reed.

Senator REED. Who is Somebody is.
Assistant Secretary WADswoRTH. These nations, as I understand

it, went to what was called the general purchasing committee which
handled all these purchases. They carried on negotiations with
that committee for certain material that they wanted, and then the
Treasury advanced the money from time to time to meet the liabili-
ties that were incurred in purchasing through that general committee.

Senator REED. Who composed the general purchasing committee ?
Assistant Secretary WADSWORTH. That I could not say. It

was an interallied committee that sat here in Washington.
Senator REED. Who does know about that
Assistant Secretary WADSWORTH. I could find out about it very

easily. I was not here at that time.
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Senator RzED. What has that general purchasing committee got
to do with the question of the payment of interest ?

Assistant Secretary WADswoaBT. Nothin, except that the needs
for money by these nations were created partly by that general
purchasing committee, largely by them; but also partly y the
necessity for pay in terest; ana the Treasury took into consid-
eration in ma these advances the fact that the nations needed
money to pay interest. So that substantially all this interest can
be taken as having been paid out of advances by the Treasury.

Senator REED. I understand that, but I want to find out what it
was advanced for. I have been spending now part of my very
valuable time for about three months to ascertain that very sime
fact. You say there is a comprehensive statement showing at
these moneys were paid for, and then you introduce into the sub-
ject matter a purchasing committee, but a purchasing committee
could not have had anything to do with the payment of interest.
If there is such a statement as you have referred to, why is it not
brought here and laid down on this table so that this committee can
see it 1

Assistant Secretary WADSWORTH. I did not say "a comprehen-
sive statement." I think I said a very voluminous statement. I
imagine it would be necessary to go through all the records of that

purchasing committee which carried on all the interallied purchasing

Senator REED. Are there not data in the Treasury Department
which will show us-let us take Great Britain, for instance-the
amounts of money that it received at various times, the purposes
for which Great Britain said it was going to employ those particular
moneys, and the establishment of a credit to meet those amounts?
Is there any such statement ?

Assistant Secretary WADSWORTH. I have never looked into that.
I do not know.

Senator REED. Does Mr. Heffelfinger, the gentleman who is
sitting here at my left, know about it ?

Mr. HEFFELFINGER. We would have to go through the boxes that
pertain to Great Britain and look at every letter to see what they
asked for.

Senator REED. There is nothing in your books to show what this
money was advanced for ? Were the books kept in such shape down
there that when there was a large sum of money paid out of the
Treasury an entry was not made in the books to show the purpose for
which the money was paid out Does it contain a lot of scraps of
paper dumped into boxes ? Is that the way the Treasury keeps its
accounts ?

Assistant Secretary WADSWORTH. I am not familiar with the way
in which they arrived at the amounts of the credits or debits.

Senator REED. Is there any human being that can go through
those files and give us a statement of these loans and advances, when
they were made and what they were made for?

Assistant Secretary WADSWORTH. Oh, I have no doubt of that.
Senator REED. I would like to have, Mr. Chairman, just that kind

of a statement, and I would like to have the correspondence produced
upon which those advancements were made, which will disclose the
whole purpose of an advancement or a commitment. I say to the
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chairman of this committee that the records of the Judiciary Con-
mittee will show. that repeated efforts were made to secure this in-
formation. It does not seem to be able to get it. I am sure that
the present Secretary of the Treasury can get it for us and will
get it for us.

Assistant Secretary WADSWORTH. May I refer, Mr. Chairman. to
Exhibit 26 in the Annual Report of the Secretary of the Treasury,
appearing on page 338, which shows the particulars of credits estab-
lished and the expenditures under the heading, "Munitions, including
remounts; munitions for other Governments, exchange and cotton
purchases, cereals, other foods, tobacco, other supplies, transporta-
tion,*shipping, reimbursements, interest, maturities, relief, silver,
food for northern Russia, purchases from neutrals, special credit
against credits to be established for United States Government war
purchases in Italy, and miscellaneous." It sets forth the exact
amounts and for what purposes they were expended.

Senator REED. I find on page 338 a table headed "Summary of
credits established in favor of foreign Governments, advances made
to them, and expenditures reported by them for period April 6. 1917,
to November 1, 1920." In the first column, opposite the word
"Interest," are the figures $730,504,176.91. Does that indicate that
we advanced to them to pay their interest $730,504,176.91

Assistant Secretary WADSWORTH. I presume it does.
Senator REED. That only brought us up to November 1, 1920.

Can you tell us whether there has been money since that time ad-
vanced to pay interest I

Assistant Secretary WADSWORTH. Very little, if any. I should
have to look it up. Substantially, the interest payments stopped in
the spring of 1919.

Senator REED. Will you not give us a statement showing the
exact amount of money that was advanced by this Government to
pay interest to each government, the exact amount of interest paid
by each government, the exact amount of interest in default by each
government, all on one little piece of paper so we can have it before us ?

Assistant Secretary WADvwORTH. I think that is in this statement
here. I should have to take those figures and assemble them with
these. I have just read the figures of delinquent interest and the
interest paid, and there are the figures of the amounts which we
advanced for interest.

Senator REED. There are items carried out here, but they do not
cover Poland.. Poland appears to be omitted from this table. It
appears to be omitted from practically all of these tables, so far as I
observe.

Assistant Secretary WADSWORTH. Poland received no money under
the Liberty loan act, as I understand it. Poland's advances 'ere
under the relief act and the authority to sell war materials.

Senator REED. Well, they got some money.
Senator WATSON. From the United States Grain Corporation, I

think.
The CHAIRMAN. We are safe in assuming that the payments of

interest have been few and far between.
Senator SMOOT. There were $720,000,000 of it.
The CHAIRMAN. The money we have advanced they have been

paying back.
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Senator , MooT. Congress authorized an advance to these people
to assist in the war of $10,000,000,000.

Senator LA FOLLETTE. It never authorized the advancement' of
money to pay interest, and we have no opinion from any legal author-
ity anywhere that that is authorized or ever has been authorized.

'Senator REED. Mr. Chairman, I do not want to interrupt Senator
La Follette in the course of his examination----

Senator LA FOLLETTE. Go right ahead.
Senator REED. But since we are on this point may I call the

attention of the committee--.
The CHAIRMAN. May I call your attention for a moment, first, to

the fact that I want to extend, so far as I have any jurisdiction in this
matter, the greatest latitude to this examination, but this committee
is getting very much crowded: the tariff bill will be in our possession
on Friday, and we can not make this examination, interesting as it
may be, interminable.

Senator LA FLI.ETTE. It can be shortened up a good deal, Mr.
Chairman, if the documents and papers that we are asking for are
brought here and brought here in such form as will make it possible
for us to proceed with this examination.

The CIIAIRMAN. I do not think there can be any fair criticism made
when any paper that is obtainable is furnished the day following the
one on which the request is made for it.

Senator REED. I do not think there can be any fair criticism made
of the present Secretary of the Treasury, but the point I wanted to
call attention to is this: I find here on page 5S of the annual report of
the Secretary of the Treasury for the fiscal year ended June 30, .1920,
this statement, and I wouldlike to get it cleared up:

The Liberty bond acts which authorized the Secretary of the Treasury to acquire
foreign obligations also authorized him to exchange them into long-time obligations
bearing a rate of interest not lees than that borne by the demand instruments.

That, I think, is an incorrect statement but let it go.
The acts provide that the former shall be in such form and terms

as the Secretary of the Treasury may prescribe. In the early autumn
of 1919, the Treasury informed the treasuries of the European Gov-
ernments to which it had made advances that it was prepared, in
case they so desired, to discuss with them the exchange of the demand
notes for long-time obligations, and in that connection the deferring
of interest collection during the reconstruction period of two or
three years from the spring of 1919. Public announcement of the
position of the Treasury was made on September 26, 1919. The
considerations which moved the Treasury with regard to deferring
the collection of interest were set forth in the following letter from
the Secretary of the Treasury to the chairman of the Committee on
Ways and Means of the House of Representatives:

WASHINGTOx, December 18, 1919.
Mr DEAR CON-RESSMAN: On Octobe 9 last I sent you a copy of a public statement

made by me on the 26th of September relative to the obligations of foreign Govern-
ments held by the United States Government, and also a copy of a letter written by
me on October 9 to Senator Penrose in reply to a letter from him requesting informa-
tion concerning the extension of the interest on such loans. In that statement and
in my letter to Senator Penrose I explained the policy which the Treasury proposed
to adopt in respect to the funding of the demand obligations of foreign Governments
now held by the United States into long-time obligations, and the funding during the
reconstruction period of two or three years of the interest on such obligations. Not-
withstanding my public announcement of September 26 and the controlling reasons
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which prompted the Treasury to adopt this policy, it appears from statements which
have been made lately in Congress and elsewhere that there still exists a misunder.
standing in respect to this question. Some of the statements to the effect that it
is the duty of our Government, notwithstanding the present grave derangement
of foreign exchanges, to insist upon immediate payment of interest amounting to
about $475,000,000 a year, indicate a tendency to overlook certain aspects of the
question and a failure to grasp the meaning of the present position of the finances of
the world. While the Treasury favors such an arrangement, it does not favor the
cancellation and, indeed, has no power to cancel any portion of the interest or prin-
cipal. The collection in dollars of this interest under present circumstances would
be no less disastrous to American interests than to the interest of our debtors.

The loans to foreign Governments were made, as provided by Congress in April,
1917, for the purpose of assisting them in the prosecution of the war. Our entry into
the war made it necessary for this Government to call upon the American people for
vast sums of money for its own war purposes. In order to obtain such funds it was
necessary substantially to close out the natural markets to all other borrowings, but,
at the same time, it became most important that our associates in the war should be
able to obtain in greater amounts than theretofore the supplies which they required
and which we alone could furnish.

Except for the purpose of meeting commitments for war purposes previously made
with the knowledge of the Treasury, the Treasury has, since last April, substantially
discontinued the establishment of credits in favor of foreign Governments. The pro.
gram authorized by Congress for foreign loans was therefore substantially ended eight
months ago.

At almost the same time the foreign Governments of their own accord, and with the
hearty approval of the Treasury ceased the "pegging" of their exchanges.

These necessary steps by the United States Treasury and the treasuries of our asso.
dates, in the endeavor to reduce governmental financial activity and to return trade
and finance to normal channels, have been reflected in the great drop which has taken
place in the foreign exchanges.

With the ending of the war and of the program of our loans to foreign Governments,
it was considered appropriate, in accordance with the authority conferred by the
Liberty bond acts, to take up with those Governments the funding of the demand
obligations now held by the United States into long-time obligations; and in view of
the fact that, as indicated by the state of the foreign exchanges, the reconstruction of
Europe has not proceeded to a point where Europe can even yet pay by exports for its
necessary food, it was considered by the Treasury most expedient that as a part of the
general funding arrangement provision should be made for deferring and spreading
over a later period the payment of interest which would accrue during the next two

* or three years.
At the time of writing exchanges of the principal allies are quoted as follows:
Sterling, 3.86, or at a discount of 20.7 per cent.
Francs, 10.23, or at a discount of 49.4 per cent.
Lire, 12.75, or at a discount of 59.4 per cent.
Belgian francs, 9.97, or at a discount of 48 per cent.
Under these circumstances an impenetrable barrier exists which makes it imprae.

ticable for those Governments to pay in dollars the amount of interest due from them
to the United States. This involves no question as to the solvency or financial respon-
sibility of those Governments, nor a failure to raise funds by loans and taxes from their
people and a corresponding burdening of our people, but results from the condition
of the foreign exchange market. If the Governments of the Allies were to raise imme-
diately by taxes and loans the whole of their debt to us, those taxes and loans would
produce only sterling, francs, and lire, and those foreign currencies would not furnish
one additional dollar of dollar exchange because conditions are not such as to permit
those currencies now to be converted into dollars. The United States Treasury has
no use at the present time for any considerable amounts of these currencies and could
not afford to accumulate large idle foreign balances.

If the Treasury does not defer the collection and thus adds to the present difficulties
in the financial and economic rehabilitation of the world by demanding an immediate
cash payment of interest before the industry and trade of Europe has an opportunity to
revive, we should not only make it impossible for Europe to continue needed pur-
chases here and decrease their ultimate capacity to piy their debt to us, but should
hinder rather than help the reconstruction which the world should hasten. A nation
can liquidate its foreign debt only by the accumulation of foreign credit, which may
be accomplished through an excess trade balance, invisible exchange iteirs, the
creation of credits by loans, or by the export of gold. Until our associates in the war,
whose manufacture and trade suffered so much more than ours, have had an oppor-
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tunity to resume normal, industrial, and commercial activities, they have not the
exports with which to pay the interest due on our obligations and could. make such
payments only by the shipment of gold or by obtaining dollar loans in the United
States. The loans which the Allied Governments have so far been able to place in
our markets have not been sufficient to correct the situation. I can not believe that
anyone would consider it equitable or wise, in the present circumstances, for us to
require payment in gold, of which we already have enough, when the payment of
one year's interest alone would exhaust about 50 per cent of the gold reserves of our
debtors. While I fully realize the desirability of collecting this interest and of de-
creasing at once by a corresponding amount the taxes which we must collect, I should
be most reluctant, without specific instructions from Congress to the contrary to
demand the immediate payment of interest which would not only seriously retard the
economic restoration of those countries without which they will be unable to pay the
interest and principal of their debt to us, but which would also destroy their power
to make needed purchases in our markets.

My advisers are firmly of the opinion that in connection with and as a part of the
general funding of the demand obligations into time obligations I am duly authorized
under the Liberty loan acts to spread over subsequent years the interest which would
accrue during the reconstruction period of, say, tw two or three years and to include
such amounts in the time obligations. If, however, the Ways and Means Committee
of the House which shared with the Secretary of the Treasury the initial responsi-
bility for the Liberty loan acts, should question my power so as to act, I shall be
pleased to have you so inform me at once, in order that I may lay before your committee
a proposal for further enabling legislation.

Cordially yours,
CARTER GLASS.

Hon. JosEPH W. FORDNEY,
House of Representatires.

Following that is this comment, which appears on page 61 of the
Annual Report of the Secretary of the Treasury:

The Committee on Ways and Means replied that there was in ith opinion no legisla-
tive bar to the procedure proposed. Negotiations looking to the exchange and, in
that connection, the deferring of interest collections were undertaken in Washington.
They were continued in Europe in the fall of 1919 and the spring of 1920 b Albert
Rathbone then Assistant Secretary of the Treasury, and will be concluded in Wash-
ington. I trust that they will be completed in the near future.

In that connection I call attention to the reply of Mr. Fordney.
Senator WATSON. When was this, Senator
Senator REED. The Secretary's letter, which I have just read, is

dated December 18, 1919. I call attention to a copy which I have
been furnished, and which I think is authentic, of Mr. Ford ey's
reply, dated January, 1920.
Hon. CARTER GL.AS,

Secretary of the easury, Washington, D. C.
DEAR MR. SECRETARY: With reference to your letter of December 18, 1919, in

regard to the collection of interest on foreign loans, the question of the authority of
the Secretary to grant extensions for the time of such interest payment was under dis-
cussion this morning at a meeting of the Committee on Ways and Means. Every
expression of opinion seemed to indicate that at the time of the enactment of.the
Liberty loan acts no thought was given to the possibility of suspension of interest
payments, and that there was no intention on the part of Congress to grant or imply
such authority to the Secretary. Therefore, as chairman of the committee, I have the
honor to request you and your legal advisers to appear before the committee to furnish
additional information. It is advisable that the hearing be arranged at an early date,
and I suggest Thursday or Friday morning of this week, should either of those dates
meet your convenience. I further request that action by the Secretary or his agents
looking to the suspension or extension of interest payment of foreign obligations be
deferred until the question of the Secretary's authority so to act has been determined.

Awaiting your reply, I am,
Cordially, yours,

, J. W. FORDNEY.
50941-21-PT 4-
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Senator LA FOLLETTE. I beg your pardon, Senator: what is the
date of that letter?

Senator REED. January 19, 1920.
Senator LA FOLLETTE. The first question I asked in this investiga-

tion was directed to Secretary Mellon, and was a request for the
production of that very letter. In response to my .question Mr.
Wadsworth intervened and said, "I think this is it," handing a letter
to Secretary Mellon, and Secretary Mellon said, "Yes," and another
letter was put into the record here. I am very glad, indeed, to have
that letter. It was the very point at which I wanted to start my
inquiry.

Senator REED. I came by this copy in this way: I asked my
secretary to inquire from members of the committee of the House
what had transpired, and he brought me this copy of the letter. I
do not want to state it positively, but my understanding is that he
got it from Mr. Fordney or Mr. Kitchin. 1 can find out exactly where
he got it.

Senator LA FOLLETTE. Well, if it is the letter, that is the important
thing.

Senator REED. I want now to ask the question, Was the interest
on these loans extended by any order of the Treasury, to your
knowledge?

Secretary MELLON. Is not that stated in that report of Secretary
Glass?

Senator REED. He states that the matter is to be taken up, but I
do not think he says that it has been accomplished. He says that he
got the authority from the Ways and Means Committee, which is a
singular authority, and then he says that the negotiations have been
taken up, and " I trust that they will be completed in the near future."
Now, I want to know if they were completed and, if so, on what terms
and conditions and what papers were assed with reference to them.

Assistant Secretary WADSWORTH. They were not completed.
Senator REED. They never were completed I
Assistant Secretary WADSWORTH. The negotiations, you mean, with

the foreign countries ?
Senator REED. Yes.
Assistant Secretary WADSWORTH. No.
Senator REED. So there never has been an extension up to this

date or any agreement to postpone
Senator LAFOLLETTE. Did you say "No" to that question, Mr.

Wadsworth ?
Assistant Secretary WADSWORTH. There never has been any formal

extension.
Senator LA FOLLETTE. Well, formal or informal.
Assistant Secretary WADSWORTH. I understand that there has

been no formal extension.
Senator LA FOLLETTE. Well, do you understand that there has been

an informal extension ?
Assistant Secretary WADSWORTH. The interest has not been paid.
Senator REED. Has there been some understanding arrived at ?
Assistant Secretary WADSWORTH. The understanding as outlined

in that letter. It was followed by a letter from Mr. Fordney, under
date of April 2 addressed to Mr. Houston, the then Secretary of the
Treasury, which was read here at the first hearing on this bill. May
I read that letter?
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Senator REED. Yes.
Assistant Secretary WADSWORTH. It says:
Referring further to my letter to your predecesor under date of January 19. 1920-

That is the letter you have just read, I presume.
Senator REED. Yes.
Assistant Secretary WADswoRTH (continuing):

wherein I undertook to express the opinion of the members of the Ways and Means
Committee that. at the time of the enactment of the Liberty loan acts, no thought was
given to the possibility of the suspension of interest payments on foreign loans and
that there was no intent on the part of ('ornress to grant or imply such authority to the
Secretary, I am instructed by the committee to state that upon further investigation
a majority of the committee are of the opinion that there is no legislative bar to your
proceeding with the extension plan last submitted by you to the committee, although
such contingency was not in the mind of the committee at the time the legislation
authorizing foreign loans was framed.

With reference to the policy of the plan. the committee feels that in such matters as
these, where no legislation is pending, it is not in accordance with the best practice
that standing committees of Congress should express an opinion or advise executive
departments as to the course to be pursued.

In the light of the foregoing. therefore, I will be pleased to have you consider my
letter of January 19, 1920, as withdrawn.

Very truly, yours,
J . W FoiRNEY, Chairman.

Senator REED. That is, they refused to express an opinion ?
Assistant Secretary WADSWORTH. They withdrew that letter of

January 19, 1920.
Senator REED. What I want to get at is this: Is there any under-

standing, express or implied, which in any way obligates us to extend
this interest, or that would embarrass us in any way in insisting upon
the payment of the interest ?

Assistant Secretary WADSWORTH. I would like the Secretary to
answer that question.

Secretary MELLON. I think there was an understanding in these
negotiations, so far as they proceeded. While they were not con-
cluded, there was that understanding that for two or three years this
interest would not be insisted upon, but would be deferred and ex-
tended.

Senator REED. Is that, Mr. Mellon, in correspondence in any
form?

Secretary MELLON. You will notice in the annual report of Secre-
tary Houston he makes that statement, that that was the understand-
ing.

Senator REED. But outside of the report of the Secretary, were
there any papers, any correspondence, anything passing between
these Governments or their representatives that in any way obli-
gated this Government, morally or otherwise, to extend these loans ?

Secretary MELLON. I believe in the negotiations that were carried
on they virtually conceded that the interest to that extent could not
be insisted on.

Senator REED. Were those negotiations in writing or by word of
mouth

Secretary MELLON. The negotiations wer carried on orally, but
there were notes made of the conversations from time to time.

Senator REED. Where are those notes 9
Secretary MzEL N. I believe Mr. Wadsworth can answer that

question.
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Assistant Secretary WADSWORTH. I think they are among the
papers there.

The CHAIRMAN. What papers, Mr. Wadsworth ?
Assistant Secretary WADswoRTH. The papers that were sent to the

Judiciary Committee. May I read this statement, Mr. Chairman?
Senator REED. Let us stick to this point.
Senator LA FOLLETTE. These are only copies, as I understand it.

Have you the originals 9 You say you think they are here V
Assistant Secretary WADSWORTH. I am not familiar with what is

in those cases. They were sent up here as being a complete re-
sponse-

Senator LA FOLETTmE. You know that there was a memorandum
made of those conversations, do you not ?

Assistant Secretary WADSWORTH. Excuse me; I did not hear that
question.

Senator LA FOLLETTE. You know that there was a memorandum
made of the conversations with regard to the extension of this interest
payment, do you not ?

Assistant Secretary WADSWORTH. Yes; I think there were letters
exchanged during the negotiations for the refunding.

Senator LA FOLLETTE. But the Secretary has just stated that
those negotiations, as he understands it, were oral, but that they were
afterwards reduced to a memorandum. You did not hear that state-
ment from him, did you ? He just made it a moment ago.

Assistant Secretary WADSWORTH. There were memoranda made of
the conversations as they wont along.

Senator LA FLETrrE. Where are those memoranda ?
Assistant Secretary WADSWORTH. They are all in those boxes I
Senator LA FOLLETE. The original memoranda or copies?
Assistant Secretary WADSWORTH. Copies.
Senator LA FOLLETTE. Then, you have the originals
Assistant Secretary WADSWORTH. Presumably we have.
Senator LA FOLLETEr. Will you produce them and save us the

trouble of wading through four chests here and spending days hunt-
ing for that data? Why can not you produce the data right here
upon the call of this committee at once ?

Assistant Secretary WADSWORTH. We can produce it right from
those files.

Senator LA FOLLETTE. It was a very definite arrangement, was it
not It provided for the extension of interest payments up to April,
1922, did it not

Assistant Secretary WADSWORTH. As I understand it, it never
bound anybody it was a negotiation which went on with the dis-
tinct understanding that neither side was in any way bound by it.

Senator LA FourTTE. The Secretary has just testified here that
he thinks there was such an understanding as.ought to be binding.

Legally or morally" was the way the Senator from Missouri pre-
sented the question. You do not agree with that. But if you will
produce the memoranda here which cover those conversations, you
will give this committee an opportunity to form its own opinion on
the matter.

The CHAIRMAN. Mr. Heffelfinger, can you open that chest and get
the memoranda now ?

SMr. HEFFELFINOER. I think so.
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Senator REED. I do not understand-and I want'to say .this in all
kindness-why this committee has got to proceed with a corkscrew
in inquiries of this kind. I do not understand why a straightforward
statement can not be made and the papers produced. I have ex-
amined a good many witnesses in 35 or 40 years of law practice, and
I do not understand why this is not stated to us just as it is.

Senator CURTIs. You realize, do you not, that Mr. Wadsworth was
not in the Treasury Department at the time f He has been there
only a few months. He has not had time to go over these papers.

Senator REED. I should like to say that 1 have the papers here,
and if you will give me sufficient time I can find them.

The CIAIRMAN. Well, bring them here.
Senator WALSI. How long have you been in office, Mr. Wads-

worth ?
Assistant Secretary WADSWORTH. Since March. May I make a

statement, Mr. Chairman ?
The CHAIRMAN. Permit Mr. Wadsworth to have an opportunity to

make a statement.
Assistant Secretary WADSWORTH. I think at our first hearings I

described these negotiations that went on between Mr. Rathbone and
Mr. Blackett in Europe. Those negotiations were partly by letter
and partly verbal. Out of them grew the suggested arrangement
as outlined in that letter that was just read, which appears in the
Secretary's annual report. The letters and the memoranda which
grew out of those conferences have all been sent up here and are now
there in proper form and in exactly the sequence and the way in
which they were filed in the Treasury Department, every single
document.

Senator REED. Then, let us have them.
Assistant Secretary WADSWORTH. And they have been here now

since last February, 1 think.
Senator REED. Let us have them now. Can you find them
The CHAIRMAN. Let Mr. Heffelfinger produce any paper called for

out of these chests.
Secretary MELLON. Senator Reed, while those are being produced,

I would like to state that this report of Secretary Houston refers to
this understanding that we spoke of. Mr. Wadsworth has that report.

Senator REED. All right. What is that page, Mr. Wadsworth, that
you are going to read from ?

Assistant Secretary WADSWORTH. As to the situation with regard
to the interest?

Senator REED. Yes.
Assistant Secretary WADSWORTH. Page 58.
Senator REED. Well, that is the page I read from.
Assistant Secretary WADSWORTH. You have read that.
In the early autumn of 1919 the Treasury informed the treasuries of the European

Governments to which it had made advances, that it was prepared, in case they so
desired, to discuss with them the exchange of the demand notes for long-time obliga-
tions, and in that connection the deferring of interest collection during the recon-
struction period of two or three years from the spring of 1919.

Now, that was done during these negotiations which Mr. Rathbone
carried on in Paris.

Secretary MELLON. Which, you will observe, is a statement to
those governments that their interest will be deferred. That is the
understanding to which I referred.



102 REFUNDING OP OBLIGATIONS OF FOREIGN GOVERNMENTS.

Senator WATSON. Let me ask you this question, Mr. Secretary:
Whatever Secretary Houston may have said or done or thought, and
whatever Secretary Glass may have said or done or thought in con-
nection with this proposition, do you consider yourself bound by
those understandings to extend this interest payment period ?

Secretary MELLON. When representation was made-by the Secre-
tary of the Treasury to the foreign Governments that they could
regard that interest as being deferred. I consider that the Government
of the United States is under obligation to defer it.

Senator WATSON. That is what I want to get at. Have you had
any correspondence with any of the chancellors of European Govern-
ments with regard to that question

Secretary MELLON. Only the letter to the British ambassador,
which was brought here, giving him the status of the British claims.

Senator REED. Where is that letter?
Senator WATSON. May I proceed for a minute?
Senator REED. Well, let us get that letter.
Senator WALSH. And I suppose he wants to add also the conversa-

tion which was referred to yesterday.
Senator WATsoN. What else beside this letter of which you spoke

and this statement with regard to those understandings have you in
the Treasury upon which to base your decision as to your future
policy 1

Secretary MELLON. What is that
Senator WATsoN. You say you have a letter here, to which you

just now referred.
Secretary MELLON. That is a letter to the British ambassador,

giving him a statement of the British indebtedness.
Senator WATSON. When was that letter written and by whom

and to whom ?
Secretary MELLON. Mr. Wadsworth has it there.
Senator REED. Let us have the letter read.
Assistant Secretary WADSWORTH. The letter was written on May

11, 1921, by the Secretary of the Treasury, Mr. Mellon, to the British
ambassador.

The CHAIRMAN. Wait a moment. Senator Reed wants it read.
Senator REED. Yes.
The CHAIRMAN. Will you read the letter, Mr. Wadsworth, and let

it be printed in the record?
Senator WATSON. Read it if it has in it any statement as to whlt

your policy would be with reference to this extension of time. If it
has nothing to do with that, there is no use in reading it.

Senator LA FOLLETTE. It bears upon this subject and I would like
to have it produced.

The (clAIRMAN. Let it be read and printed in the record. I am in
favor of disclosing the truth, but not in favor of prolixity or delay.
I want to get the truth as rapidly as we can and expose it in all its
nakedness.

Senator RtEw. That suits me.
The (lAIRMAN. There is no one that abhors autocratic secret

methods relating to Government more than I do.
Senator REl'D. Unless it is I.
Secretary MELLON. On refreshing my memory as to the letter, I

do not see anything referring to the question of deferring interest.
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It is a letter giving to the British ambassador a statement of the
claims, the conditions of the indebtedness up to this time, and re-
ferring to the negotiations which had been held.

Senator REED. That would be very illuminating on the whole
question. Let us have the letter.

The CHAIRMAN. Read the letter, Mr. Wadsworth, please.
(Assistant Secretary Wadsworth thereupon read the letter of May

11. 1921, from the Secretary of the Treasury to the British ambassador
which will be found printed in full as "Wadsworth Exhibit No. 2,"
at the end of to-day's hearing.)

Senator REED. Are those documents attached to that letter?
Assistant Secretary WADSWORTH. They are all attached.
Senator WATSON. There is nothing with regard to the extension

of interest payment, Mr. Secretary?
Secretary MELLON. No.
Senator WATSON. Have you had any communication of any kind

from any of the officials of any of the countries of Europe that owe
us money with regard to the extension of interest payment?

Secretary MELLON. No.
Senator WATSON. Have you written any letters or had any sort of

understanding with them verbally with regard to an extension of
payment of interest ?

Secretary MELLON. No.
Senator WATSON. A while ago you said that if these understand-

ings had been had hitherto by previous Secretaries of the Treasury,
or either of them, with regard to the extension of payment of interest
you would be bound by those understandings. What evidence have
you in your department of such understandings ?

Secretary MELLON. There is a statement of the Secretary of the
Treasury that such representations have been made to these Gov-
ernments, and that they were advised that if they so desired. this
interest would be deferred.

Senator REEI). On that-
Senator WATSON. Wait a minute. One at a time.
Senator REEI. I want to get that statement clear.
Senator WATSON. That is what I want to do. You say that the

Secretary of the Treasury said that statements had been made of
that character. Who made those statements and what evidences
are there in writing of those statements ?

Secretary MELLON. I do not know, other than those memoranda
of the negotiations.

Senator WATSON. You have not looked them up, then?
Secretary MELLON. No.
Senator WATSON. So that this statement made by the Secretary

of the Treasury, Mr. Houston, that Mr. Wadsworth has read from
is the only evidence of that kind that you have, is it.

Secretary MELI.ON'. I would not be sure that there is not other
evidence. I rather think there is.

Senator WATSON. Have you seen those memoranda, Mr. Wads-
worth, to which Mr. Houston refers, the memoranda accompanying
the conversations with regard to the extension of interest when these
people met to discuss the matter.

Assistant Secretary WADswoITIr. They are right here. Here they
are.



104 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

Senator WATSON. You have them here I
Assistant Secretary WADSWORTH. This is the result of their nego-

tiations.
Senator WATSON. Attached to the letter?
Assistant Secretary WADSWORTH. Yes.
Senator WATSON. Thcn, what is Mr. Heffelfinger looking up in

these boxes ?
Senator LA FOLLETTE. This is only the correspondence, is it not ?
Senator WATSOn. This is the correspondence.
Senator LA FOLLETTE. But have you attached to the letter of

Secretary Mellon as one of the matters referred to the memorandum
made of the verbal conversation?

Assistant Secretary WADSWORTH. No; those are all in these files.
Senator LA FOLLETTE. You have seen that memorandum, have

you not, and you have the original of it in your possession, have you
not?

Assistant Secretary WADSWORTH. As these negotiations went
on--

Senator LA FOLLETTE. Just answer that question.
Assistant Secretary WADSWOrTH. I am not quite sure as to which

memorandum you refer.
Senator LA FOLLETTE. I mean the memorandum that embodied

the conversations that had been had.
Assistant Secretary WADSWORTH. I was going to say that as these

conversations went on Mr. Rathbone wrote and telegraphed freely to
the Treasury here, and all those letters and all those cab egrms which
constitute the memoranda of those conversations are here now in
these boxes.

Senator REED. But there is attached to a letter which you have
just read-

Senator LA FOLLETEr. Before he leaves that-if you will pardon
me, Senator Reed-was there embodied in that-for convenience I
will call it a commitment-made by Secretary Houston-was there
embodied a plan for taking up the accrued interest, a definite plan,
something like this: One-tbirtieth the first year, one-thirtieth the
second year, one-fifteenth the third year-

Assistant Secretary WADswoRTH. That is all as far as England is.
concerned. It is in these memoranda here. This letter is based upon
the general plan which these memoranda set forth.

SenatorJLA FoLLETr. Just to conclude my question-,-one-fifteenth
the fourth year, and following that eight yearly installments of one-
twelfth, these fractions making the complete third? Is there data
to show that there was that sort of an understanding arrived at ?

Assistant Secretary WADSWORTH. I think it is in these memoranda.
I am not familiar enough with the figures. I do not know what
those figures are that you are reading from, but these memoranda
set forth the plan as outlined in this letter to Mr. Fordney for paying
up the back interest.

Senator LA FOLLETTE. Was there any discussion touching the
payment of the deferred interest I

Assistant Secretary WADSWORTH. I do not recall any; no.
Senator LA FOLLETTE. The suspended interest at this time amounts

to over $40,000,000, does it not ?

I/ ;
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Assistant Secretary WADSWORTH. I could not say offhand. I have
just read the amount of the suspended interest.

Senator REED. There is attached to the letter which you read here
these various documents referred to in the letter, and they form the
basis on which the letter is written. Will you let us have those
documents ?

Assistant Secretary WAiDWORTH. I am filing them with the com-
mittee now.

Senator REED. May I see them I want the privilege of looking.
over them a little bit/but before I do that I want to ask the Secretary
of the Treasury one question to clear up a matter.

The CHAIRMAN. May 1 interrupt you a moment? Let the papers
be produced and identified in the stenographic notes, so that here-
after we may not engage in any altercation as to the identity of them.
Let Mr. Wadsworth state what papers he is handing to Senator Reed
at his request.

Senator REED. I will identify them. The table showing the de-
ferred interest is marked "Wadsworth Exhibit No. 1." This docu-
ment also shows the interest paid by the nations. "Wadsworth
Exhibit No. 2" is a letter dated May 11, 1921, from the Secretary of
the Treasury to the British ambassador, which was read by the
witness. The documents attached to the foregoing letter are identified
as follows: Draft of May 10, "Wadsworth Exhibit No. 3"; draft of
May 22, "Wadsworth Exhibit No. 4"; draft of April 30, "Wads-
worth Exhibit No. 5 " draft of May 13, " Wadsworth Exhibit No. 6 ";
draft of May 10 (Schedule No. 1), "Wadsworth Exhibit. No. 7":
and draft of May 18, "Wadsworth Exhibit No. 8."

(The exhibits above referred to will all be found printed in full at
the close of to-day's hearing.)

The CHAIRMAN. Have they all been produced now
Senator REED. I think that is all Senator La Follette called for.
Senator LA FOLLETTE. No: it is not. That third request was

modified by a suggestion from Senator Walsh, which was added as
No. 6, "Summary of personal conversation and negotiations had by
the Secretary of the Treasury with respresentatives of foreign
Governments."

Senator CuRTIs. That has not been produced has it I
Senator LA FOLLETTE. Is that produced here ?
Assistant Secretary WADSWORTH. Those memoranda of personal

conversations which were held are all in the form of cables or letters
which are on file in these boxes.

Senator LA FOLLETTE. But they are not produced by you -here
in connection with these papers which you have before you f

Assistant Secretary WADSWORTH. No; not produced. They are
there now.

Senator REED. And when they are produced from the files they
will be identified by the stenographer as exhibits with appropriate
numbers.

Senator LA FOLLETTE. Now, the fourth and fifth requests.
Senator REED. The fourth request was for statements of all

claims of the United States against foreign Governments. Have you
that?
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Assistant Secretary WADSWORTII. I have not. I did not quite
know how to go about getting that information except by sending
out a general letter of inquiry to all the departments dealing with
foreign Governments and asking them what claims they had.

Senator CuRTIs. I think Senator La Follette meant just those
established claims in your department.

Senator LA FOLLETTE. No; I want to ascertain the indebtedness
of every character of these Governments to this Government, and the
interest that the'Senate manifested day before yesterday in that
matter in connection with the payment of the $32,000,000 from the
War Department will show that there is some basis for that informa-
tion in the minds of Senators.

Senator REED. Senator La Follette's fifth request was for a state-
ment showing for each debtor nation the amount of total indebted-
ness and names of creditor nations with amount of each; the annual
expenditures of each debtor nation; and the annual revenues of each
debtor nation.

Have you made that tabulation ?
Assistant Secretary WADSWORTH. I have endeavored to get in a

short time what I could. I have here statements as to the national
debts of certain nations and the budgets of certain nations. I think
the last one is for the years 1919 or 1919-20. We will endeavor to
get later information.

Senator REED. These are the documents that you produced .
Assistant Secretary WADSWORTH. Those are the documents.
Senator REED. Let them be marked with appropriate exhibit

numbers.
(The statement of "National debts of foreign countries" was

marked "Wadsworth Exhibit No. 9" and the "Statement of budget
statements for 1919 or 1919-20 (or as stated) of Foreign Countries"
was marked "Wadsworth Exhibit No. 10", both of which will be
found printed in full at the end of to-day's hearing.)

Senator REED. Now, one matter that you have not produced in
any form is that in response to request No. 4, "Statements of all
claims of United States against foreign governments." Will you not
endeavor to get that information and furnish it to the committee ?

Assistant Secretary WADswoRTn. I will.
The CHAIMnAN. fIas everything else been produced that was

requested to be produced I
Senator LA FOLLTTE. There are some papers being searched for

here which if found would complete it.
The CnAIRMAN. If they are found they will cover everything ex-

cept the claims of this Government against certain foreign nations?
Senator REEI. I think we are approaching the getting of these

documents now, but before we pass from it I want to give the Secre-
tary of the Treasury an opportunity to clear up one matter. Mr.
Secretary, I thought you stated that there was an agreement to
postpone the.payment of this interest set out in the report of the
Secretary of the Treasury of 1920. I presume the Secretary refers
to this language:

In the early autumn of 1919, the Treasury informed the treasuries of the European
Governments to which it had made advances that it was prepared, in case they so
desired, to discuss with them the exchange of the demand notes for long-time obli-
gations, and in that connection the deferring of interest collection during the recon-
struction periods of two or three years from the spring of 1919.
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That refers merely to a discussion of the deferring of the interest
in connection with taking the long-time obligations. A little later
on it is stated:

They (the conversations) were continued in Europe in the fall of 1919 and the
spring of 1920 by Albert Rathbone, then Assistant Secretary of the Treasury, and will
be concluded in Washington. I trust that thev will be concluded in the near future.

I call attention to that language because clearly it shows that the
negotiations had not been concluded, nor an agreement made. Was
that the matter contained in the report that you referred to in your,
previous answer ?

Secretary MELLON. That is the report, and in addition to that you
understand these conversations that were carried on recognized that
understanding that the interest could be deferred by these govern-
ments. They took that for granted, as I understand it.

Senator SMOOT. Let me call your attention to a statement made by
Senator Glass on the floor last week, Senator Reed, when the question
arose as to whether the Secretary of the Treasury had the authority
to extend the interest. This is what Senator Glass answered:

Mr. President, I do not take the view which has been expressed by the Senator
from Utah (Mr. Smooth, and concurred in by the Senator from Arkansas (Mr. Robinson)
as to the authority of'tle Secretarv of the Treasury under existing law. It is my view
that the Secretar v of the Treasury, under existing law, has full authority to fund the
indebtedness of foreign nations to this Government, including accrued interest to
date. So far as I know, it has ever before been questioned that the Secretary of the
Treasury has full power to fund the principal of foreign obligations to this Government.
The only question that arose in the discussion of the matter was as to the accrued
interest. On the 18th day of December, 1919, when I happened to be Secretary of
the Treasury, I* addressed a letter to tlhe ,hairman of the Ways and Means Committee
of the House of Representatives, a copy of which I transmitted to the chairman of tht
Finance committeee of tle Senate. The concluding paragraph of that letter reads
as follows:

"My advisers"-
That is, the legal advisers of the Secretary of the Treasury-

"are firmly of the opinion that in connection with and as a part of a general funding
of the demand obligations into time obligations I am duly authorized under the
Liberty loan acts to spread over subsequent years the interest which would accrue
during the reconstruction period of, say, two or three years, and to include such
amounts in the time obhligations. If, however, the Ways and Means Committee
of the House, which shared with the Secretary of the Treasury the initial respon-
sibility for the Liberty loan acts, should question my power so to act, I shall be pleased
to have you so inform me at once, in order that I may lay before your committee a
proposal for further enabling legislation.

"Cordially, yours,
"CAWEiR GLASS.

"Hon. JosEPH W. FORDNEY,
"o Iluse of Representatives."

The report of the Secretary of the Treasury who succeeded me goes on to say-
which I know to be a fact:

"The Committee on Ways and Means replied that there was in its opinion no legis-
lative bar to the procedure proposed."

And, as a matter of fact, as will appear from the report of Secretary Houston:
"Negotiations looking to the exchange and, in that connection, the deferring of

interest collection were undertaken in Washington. They were continued in Europe
in the fall of 1919 and the spring of 1920 by Albert Rathbone, then Ai. tant Secretary
of the Treasury, and will be concluded in Washington."

As a matter of fact I think it may be determined that the present Secretary ol the
Treasury took no diderent view from that as to the major loans and accrued interest.

'II
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(The exhibits previously referred to are here printed in full, as
follows:)

WADSWORTH EXHIBIT No 1.

Statement showing obligations of foreign Government and to-ctlled governments eld by
the Uni'ed states. interest accrued and unpaid thereon. up lo and including the last
interest pi'' td, and interest heretyfre p'aid on such obaligafions.

country. I Total blgations.

Armenia .....................
Austria.......... ...............
Belgiwn......................
Cuba..........................
Csehoslovakia..............
Esthonia.....................
Finland.......................
France.......................
Great Britain ................
reece ....... ...............

Hungary.........................
Italy................ ..........
Latvia.......................
Liberia .......................
Lithuaiia...................
Poland..................
Rumania............ ....
Russia......................
Serbia.......................

$11, 9, 917.49
2,oss 70 92

37.5, 2 147.37
9,024500.00

91, 79,52.72
13, 99 145.0
N 21,92. 17

3,350, 7f2938.19
4,16, 31 .35.44

15, o00t 0.00
1,685%,83.61

1, 64 034,050.90
5, 132 287.14

26000.00
4, 9 62 03

135, 61,660.8
36,12,494.94

19,601, 297.37
51,153,160.21

Interest accrued
and unpaid up to Total debt toand Itfclditt ttlted States.last Interest

Period.

11,0900, .67
721,671.27

34,007,409.62

S125, 165.24
1,39,66.37

5 339.79
2W8, 14,Sf63.f64
407,33,23.93

50, 537.07
161, 078, 80. 0

38 962.52
1,566.85

498,162.80
9,837,443.36
3,477,534.09

2,120,560. 18
4,778,797.79

12 90, 7M6.16
24,777,3 0.19

409, 27, 57.99
9,025,0.00

99,304,693.96
1, AW,813.971,, l 2W, a 96

,80,2t5.96
3, 034, 11, N01. '3
4, 73,61, 642. 37

1. o000,000.00
1,736 410.6A

1, i, 11 2931.70
5,519 249.66

27 506.85
5,479,790. 83

145,49, 103.94
960, 29. 03

21 ,721, 57.55
5 , 931,95800

Interest
heretofore

paid.

$13, 014,91 42
1,282,369.64

139, 57, 376.13

12 266.19
161.10

A% 313.74
4,42,534.33

63% 059.14

10, 141, 27, 55. 68 943,534,755.99 11, 084, 80 341.67 465,271,688.9l

WADSWORTH EXHIBIT No. 2.

MAY 11, 1921.
MY DEAR MR. AMBASSADOR: In accordance with our conversation

on May 2, on the subject of exchange of obligations of the British
Government acquired and held by the Secretary of the Treasury
under authority of the Liberty loan acts for long-time obligations, I
have the honor to inclose herewith copies of various memoranda pre-
pared by Mr. Rathbone in the spring of 1920 in connection with his
negotiations with Mr. Blackett in this matter, as follows:

1. Copy of draft of May 10 of memorandum entitled "Extension of
interest payments and exchange of 84,090,818,358.44, principal
amount, of obligations of the British Government acquired and held
by the Secretary of the Treasury under authority of the Liberty loan
acts of the United States." Notations on the face of the copy in the
Treasury files of the draft indicate that a copy thereof was handed to
Mr. Blackett on the same date, and that it was the last draft he
received of this memorandum..

2. Copy of draft of May 22 of the above memorandum. Notations
on the face of the copy in the Treasury files of this draft indicate
that it is the .latest draft; that Mr. Blackett did not receive a copy
thereof, but that it embodies points discussed with him by Mr.
Rathbone. This draft apparently developed out of conferences
between Mr. Rathbone and Mr. Blackett based on the draft of May 10.

3. Copy of draft of April 30 of memorandum regarding treatment
of certain obligations of the Governments of France, Italy, Belgium
Rumania, Serbia, and, Czechoslovakia held by the American and

-I 'i
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"

I
British Treasuries. This appears to be the latest draft of this
memorandum, but from notations on the face of the copy in the
Treasury files of this draft, it appears that pages 4, 5, and 6 were
redrafted on May 3, and that a copy of the April 30 draft with these
pages so redrafted was 'landed to Mr. Blackett on May 5.

4. Copy of draft of May 13 of instrument entitled "Schedule 1.
The Government of the United Kingdom of Great Britain and
Ireland 5 per cent convertible gold obligation bearing date April 15,
1919, maturing June 15, 1947. Principal amount, $577,500,000..
Series A." Also copy of draft of May 13 of exhibits referred to in
such instrument. Notations on the face of the copy in the Treasury
files of these drafts and of the one described in the next paragraph
below indicate that a copy thereof was handed to Mr. Blackett and
that it was the last draft he received of this instrument and of the
exhibits thereto.

5. Copy of draft of May 13 of above instrument as thereafter
revised. A notation on the face of the copy in the Treasury files of
this revised draft indicates that the changes therein from the drafts
described in the preceding paragraph were made by Mr. Rathbone
after discussion with Mr. Blackett of such modifications, but that
the latter did not receive a copy of the draft thus altered.

6. Copy of draft of May 10 entitled "Schedule 1. The Government
of the United Kingdom of Great Britain and Ireland and 5 per cent
convertible gold obligation bearing date April 15, 1919, principal
amount $1,467,500,000, Series E." A notation on the face of the
copy in the Treasury files of the draft of May 10 of this instrument
indicates that a copy thereof was handed to Mr. Blackett on the
same date. On the face of such copy in the Treasury files appear
certain pencil alterations made by Mr. Rathbone at some time after
May 10.

7. Copy of draft of May 13 of exhibits mentioned in the instrument
described in the preceding paragraph. A notation on the face of the
copy in the Treasury files of this draft indicates that a copy thereof
was handed to Mr. Blackett on the same date.

8. Copy of the draft described in paragraph numbered 6 above, as
revised by Mr. Rathbone in the manner stated in such paragraphs.
It is not apparent whether Mr. Blackett received a copy of this draft so
revised, or whether the changes therein were discussed with him by
Mr. Rathbone.

I also inclose for the purpose of completing your files copy of draft
of May 18 of memorandum entitled 'Regarding claims by British
Treasury for reimbursement in dollars for expenditures on behalf of
France, Italy, Belgium, and C. R. B." A notation on.the face of the
copy in the Treasury files of this draft indicates that it is the latest
draft, and that a copy thereof was handed to Mr. Blackett on May
18. I understand that the claims of the British Treasury for reim-
bursement in dollars referred to in this memorandum have since been
settled, and it would accordingly seem that this memorandum is no
longer material in connection with the negotiations now to be re-
sumed. The inclosed copy of draft thereof is being sent to you, how-
ever, because the memorandum is referred to in the memorandum
described in paragraph numbered 3 above, and in order that your
files on this subject may be complete.
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The discussions between Mr. Rathbone and Mr. Blackett, who had
been associated, on behalf of their respective Governments in matters
having to do with the financing of the Allies, for several years, were
most informal, and the drafts of memoranda and of'forms of pro-
posed obligations were merely a means of putting on paper, as a con-
venient basis of discussion, the suggestions of both. Tfe papers can
not be said to have been in any sense the drafts or proposals of either,
and the fact that any provision is contained in them does not indi-
cate that either was p aepared to agree to it. Although I understand
Mr. Rathbone and Mr. Blackett were close to an agreement on the
whole matter, the discussions were suspended before an agreement
was reached. Therefore, the memoranda relating to these confer-
ences which I am now bringing to your attention are merely for your
information toward facilitating further negotiations in the matter.

When, after you have had an opportunity to examine the inclos-
ures, you should desire further discussion on this subject, I venture
to assume that you will communicate such desire.

I am, my dear Mr. Ambassador,
Very truly, yours,

A. W. MELLON.
The Right Honorable Sir AUCKLAND GEDDES,

Ambassador Extraordinary and Plenipotentiary,
The British Embassy, Washington, D. 0.

WADSWORTH EXHIBIT No. 3.

(Draft of May 10.)

PART 2.

Extension of interest payments and exchange of $4,090,818,358.44 principal amount
of obligations of the British Government acquired and held by the Secretary of
the Treasury under authority of the Liberty Loans Acts of the United States.

I.

The aggregate of British Government obligations acquired by the
Secretary of the Treasury................................ $4,277,000,000.00

Of which there has been repaid................................ 64,164,007.99

Balance outstanding ... .............................. 4, 212,835,992. 01
Of the above principal sum there was advanced to Great Britain

for Pittmanisilver purchases, net amount .................... 122,017, 633. 57
Leaving a balance of obligations in the principal sum of............ 4,090,818,358.44

The foregoing obligations in the principal amount of $4,090,818,358.44 are those
dealt with in this Part 2.

II.

Of said obligations of........................................... $4,00, 818,368.44
Net amount acquired itder the authority of

the first Liberty Bond Act.................. $1,155, 000,000.00
Net amount acquired u~der the authority of

Liberty Bond Acts subsequent to First
Liberty Bond Act.......................... 2, 935,818,358.44 4,00,818,358.44

The interest on all those of the above-mentioned obligations
acquired by the Secretary of the Treasury prior to May 15, 1919, has
been paid up to but not subsequent to the following dates, one obliga-
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tion for $30,000,000 is dated May 15, 1919, and carries interest from
that date:

Draft of May 12.
UI) to \pril 15 1919, as to.. 82, 651, 789, 419. 86
Up to May 15.1919, as to... 1, 412,028, 938. S
Three obligations were --- - 4, 06:,, 818,358.44

given subsequent to
May 15. 1919, and no
interest has been paid
thereon:

May 22, 1919....... 10,000,000.00
May'29, 1919....... 10,000,000.00
June 25. 1919....... 7,000.000.)

27, 000, 000. 00 $4, 00, 818, 348. 44

The following table shows the dates to which interest has been
paid in respect to the different classes of obligations given on or
before May 15, 1919:

April 15, 1919. May It, 1919. Total.
1st Liberty Bond Act..... $1,155,000,000. 00 ................ $1,155,000,000.00
Subsequent Liberty Bond

Acts.................... 1,496, 789,419.86 $1,412,028,938.58 2,908,818, 358.44

2,651, 789,419.86 1,412, 028,938.58 4,063 , 818,358.44

In order to bring to a round figure the principal of the obligations
of the British Government, the exchange of which is contemplated
the British treasury will forthwith pay the principal of demand
obligations held by the United States Treasury in the amount of
$818,358.44, together with the interest accrued thereon at the rate
of 5 per cent to the date of payment as to $789,419.86 from April
15, 1919, and as to $28,928.58 from May 15, 1919, thus reducing the
principal amount of such unpaid obligations to $4,090,000,000.

III.

The obligations to be given in exchange for the aforesaid demand
obligations aggregating $4,090,000,000 in principal amount are to
be 12 in number, and are to be designated as Series A, B, C, D, E,
F, G, H, I, J, K, and L. Attached hereto as Schedules I and II,
respectively, are the forms of obligations Series A and Series E.
Except as otherwise indicated obligations Series B, C, and D are
to be in the form of obligations Series A, and obligation Series F, G,
H, I J, K, and L are to be in the form of obligation Series E.

(1) The obligations of Series A, B, C, and D are to aggregate in
principal amount the sum of $1,155,000,000, viz, the amount of
such obligations acquired by the United States under the first Liberty
loan act, and are to be dated April 15, 1919, and are to mature June
15, 1947.

(a) The obligation Series A in the principal amount of $577,500,000
is to have as interest payment dates April 15 and October 15.

(b) The obligation Series B in the principal amount of $340,500,000
is to have as interest payment dates May 15 and November 15.

(c) The obligation Series C in the principal amount of $115,500,000
is to have as interest payment dates January 15 and July 15.
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(d) The obligation Series D in the principal amount of $115,500,000
is to have as interest payment dates February 15 and August 15.

(2) The obligation of Series E. F, G, H, and I are to aggregate in
principal amount $2,908,000,000 and are to mature October 15, 1938.

(a) The obligation Series E, in the principal amount of $1,467,-
500,000 is to be dated April 15, 1919, and the dates fixed for interest
payments and sinking fund pav-'ents are to be April 15 and Oc-
tober 1S.

(b) The obligation Series F in the principal amount of $28,500,000
is to be dated April 15, 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be May 15 and Novem-
ber 15.

(c) The obligation Series G in the principal amount of $852,000,-
000 is to be dated May 15, 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be May 15 and Novem-
ber 15.

(d) The obligation Series H in the principal amount of $293,500,-
000 is to be dated May 15, 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be January 15 and July
1.5.

(e) The obligation Series I in the principal amount of $266,500,-
000 is to be dated May 15, 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be February 15 and
August 15.

(3) The obligations of Series J, K, and L are to aggregate in prin-
cipal amount the sum of $27,000,000, are to have as dates for interest
payments and sinking fund payments February 15 and August 15,
and are to mature October 15, 1938.

(a) The obligation Series J in the principal amount of $10,000,000
is to be dated May 22, 1919.

(b) The obligation Series K in the principal amount of $10,000,000
is to be dated May 29, 1919.

(c) The obligation Series L in the principal amount of $7,000,000
is to be dated June 25, 1919.

IV.

The following table indicates generally the provisions of the
attached form of obligation, Series A, regarding the dates and initial
amount of interest payments and dates and amounts of sinking fund
payments. Similar provisions in this respect are also made in the
forms attached of obligations Series B, C, and D, except the deferred
interest to and inclusive of the first respective interest payment date
in 1922 will aggregate in the case of obligation Series B something
more than 15 per cent of the face amount of such obligation, and
accordingly the last payment of deferred interest as fixed for May 15,
1934, wil be something over three-fourths of 1 .per cent; and in the
case of obligations Series C and D something less than 15 per cent
of the face amounts of such respective obligations, and accordingly
the last payment of deferred interest as fixed for January 15, 1934,
and February 15, 1934, respectively, will be something under three-
fourths of 1 per cent.
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Interest and sinking fund payment dates.

Oct. 15, 1919, to Apr. 15, 1922. both nclusive.........
Oct. 15, 1922, to Apr. 15,1924, both inclusive........
Oct. 15, 1924, to Apr. 15, 1926, both inclusive.........
Oct. 15. 1926, to Apr. 15, 1928, both inclusive .........
Oct. 15,1928, to Apr. 15, 1 , both inclusive.........
Oct. 15, 1930, to Apr. 15, 1934, both inclusive ........
Oct. 15, 1934, to Apr. 15, 1947, both inclusive........

Period
covered.

3 years..
2 years..
2 years..
2 years..
2 years..
4 years..

13 years..

Annual
interest ! Annual

(excesstoi back
sinkln- interest.

mund). I

Per cent. Per rent.

. 1• I i

5 ........

Annual
sinking Annual
tund in. total.
stalment.

Per ciit, Per rcnt.::: ::::::1. ...... ..........
.......... 5

......... I 

1 6

The following table indicates generally the provisions of the
attached form 6f obligation Series E regarding the dates and initial
amount of interest payments and dates and amount of sinking fund
payments. Similar provisions in this respect are also made in the
forms attached of obligation Series F, 0, H, 1, J, K, and 1, except
the deferred interest to and inclusive of the first respective interest
payment date in 1922 will aggregate in the case of Series F some-
thing more than 15 per cent of the face amount of such obligation,
and accordingly the last payment of deferred interest as fixed for
May 15, 1934,will be something over three-fourths of 1 per cent and in
the case of obligations Series H, I, J, K, and L, something less than
15 per cent of the face amount of such respective bbligations, and
accordingly the last payment of deferred interest as fixed for Jan-
uary 15, 1934, for obligation Series II anti February 15, 1934, for
obligations Series, I, J, K, and L, will be something under three-
fourths of 1 per cent.

Interest and sinking fund payment dates.

Oct. 15, 191, to Apr. 15, 1922, both incllive .........
Oct. 16, 1922, to Apr. , 1 924, both inclusive.........
Oct. 15,1924, to Apr. 15, 1926, both inclusive.........
Oct. Is, 1926, to Apr. 15, 1928, both inclusive.........
Oct. 15, 1928, to Apr. 1>, 1930, both inlusive........
Oct. 15, 19, to Apr. 15, 194, both Inclusive.........
Oct. 15, 1934, to Apr. 15, 1938, both inclusive........

Annal Annual
Period interest Annual sinking A . alcvereod (excess t back fund A la

covered ki ng interest. install- total
S fund), menit.

Years. Per Ienl. Per cent. Per cent. j Per cent.
3 .......... .......... .......... i..........
2 5 ..........5
2 5 1 .......... 6
2 5 .......... .
2 5 7
4 1 I 1

S ........... 1
t ; i

VI.

Anything herein contained to the contrary notwithstanding, it is
distinctly understood that the Secretary of the Treasury, in the
exercise of his unrestricted discretion shall determine whether or not
the exchange of obligations contemplated by this arrangement shall
be actually made and concluded, and if he shall determine to make
such exchange the time when such exchange shall be effected. In
case the Secretary of the Treasury shall determine not to make such
exchange, then this arrangement shall cease to have any future effect
whatsoever. Nevertheless until such exchange is effected or until
the Secretary of the Treasury has given notice that he is not willing

56941-21-PT 4--4

-- -1 - 1--



114 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

to conclude the arrangement for such exchange, neither the principal
nor the interest will be demanded on the aforementioned demand
obligations of the British Government contemplated to be exchanged'
as above provided, except only to the extent that such principalor
interest would be payable under the terms of the obligations for
which it is now contemplated that the same shall be eventually
exchanged.

VII.

Notwithstanding the foregoing and the arrangements made for the
exchange of obligations and prior or subsequent to the actual ex-
change, the Secretary of the Treasury reserves the right to meet, in
whole or in part, any claim arising from, growing out of, or relating
to the war, of the British Government, or any department or agency
thereof, against the United States Government, or any department
or agency thereof, by the surrender of obligations of the British Gov-
ernment at par and accrued interest then unpaid at the rate of 5 per
cent per annum from the date thereof, or by calling for the payment
of such obligations, together with accrued interest thereon then un-
paid, at the rate of 5 per cent per annum from the date thereof to the
extent necessary to make payment of any such claim or claims.

VIII.

It is understood that the Secretary of the Treasury has released
the British Treasury from all its obligations regarding subrogated
securities so called, as set forth in the letter of Sir Hardman Lever
to Assistant Secretary of the Treasury Rathbone, bearing date
July 8, 1919.

IX.

Of the demand obligations of the British Government dealt with in
this Part 2, $16,000,000 principal amount represent advances to
Create Britain for British purchases of foodstuffs in the United States
subsequently sold by Great Britain to Austria, all in pursuance of
arrangements for the relief of Austria made by or on behalf of the
British, United States, and other Governments. It is contemplated
that said $16,000,000 principal amount of obligations shall form as to
$8,000,000 principal amount thereof part of the demand obligations
be exchanged for the obligation Series E in the form attached; as to
$4,800,000 principal amount thereof part of the demand obligations
to be exchanged for the obligation Series G in the form attached; as to
$1,600,000 principal amount thereof part of the demand obligations to
be exchanged for the obligation Series H in the form attached, and as
to $1,600,000 principal amount thereof part of the demand obliga-
tions to be exchanged for the obligation Series I in the form attached.
Notwithstanding any such exchange or the arrangements therefor the
British Government shall continue obligated to pay and to transfer to
the Secretary of the Treasury forthwith upon its receipt thereof, all
payments, whether for principal and interest received by Great
Britain on account of its participation in said measures for the relief
of Austria until said $16,000,000 principal amount, together with
interest thereon from April 15, 1919, has been thus paid in full, and to
otherwise observe and perform its obligations in respect to said
$16,000,000 advance set forth in letter from United States Commis-
sioner of Finance Norman H. Davis to Mr. J. M. Keynes of the British
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treasury dated March 29, 1919, and in subsequent correspondence
between the American and British Treasuries on the aforesaid subject.
All payments so made will be appropriately credited upon the obliga-
tions of the British Government held by the United States.

X.

If and when the Secretary of the Treasury shall give notice that
he is prepared to make the exchange of obligations hereinbefore
contemplated, such exchange will be made at the United States
Treasury, Washington, 1). C., and obligations of the United Kingdom
of Great Britain and Ireland to the amount and in the forms herein
provided will be there delivered against the cancellation and surrender
of demand obligations of said Government in like amount.

WADSWORTH EXHIBIT NO. 4.

(Draft of May 22.)

Extension of interest payments and exchange of $4,090,818,358.44
principal amount of obligations of the British Government ac-
quired and held by the Secretary of the Treasury under authority
of the Liberty Loan acts of the United States.

I.
The aseregate of British Government obligations acquired by the

Secretary of the Treasury................................. $4, 277, 000,000.00
Of which there has been repaid................................. 4, 1;4,007.99

Balance outstanding.... ........................... 4.212, 8:5.992.01
Of the above principal sum there was advanced to Great Britain

for Pittman Silver purchases. net amount................ 122,017, ;33. 57
Leaving a balance of obligations in the principal sum of......... 1, 090, 818. 35g. 44

The foregoing obligations in the principal amount of $4,090,818,-
358.44 are those dealt with in this arrangement.

II.
Of said obligations of......................................... 1, 090, 81, 358..14
Net amount acquired under the authority of

the first Liberty bond act................. $1, 5, 1 , 0 000,0.
Net amount acquired under the authority of

Liberty bond acts subsequent to first Iih.
erty bond act............................ .. 2, 95, 818, 358. -14

---- .- 4, 090 , 81. 35. 4 4

The interest on all those of the above-mentioned obligations ac-
quired by the Secretary of the Treasury prior to May 15, 1919, has
been paidiup to but not subsequent to the following dates (one obli-
gation for $30,000,000 is dated May 15, 1919, and carries interest
from that date):
Up to Apr. 15. 1919, as to.. $2, 651, 789,419. 86
Up to May 11. 1919, as to.. 1, .12,028, 93!t . 5S

-.-. - ...- ... - - S ,, 8 31, 5s,; . 41
Tlhre obligations were

given subsequent to May
15. 1919, and no interest
has been paid thereon:

May 22. 1919.........
May 29. 1919.......
Juni 25. 1919......

10,000,000.00
10, 000, 000. 00

7, 000, 000(. 00
27, 000, 000. 00

- -- -- - --. 1.01(!. 518 K:158~ .i
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The following table shows the dates to which interest has been
paid in respect to the different classes of obligations given on or
before May 15, 1919:

Apr. 15, 1919. May 15, 1919.' Total.
...............--------. - --- ~-

First Liberty bI nd act ...................... ... . I1 W,M ,(W .O.D .... .......... .... 1,, o, ,0 .00, O
Sub iueInt Librty Iond acts ................... 1, 496,7W, 49. 86 1. 412,02893. 58 2.9, 81i , 33. 44

Total................................ 2,651, 7S,419,. 6 1,412,028,93 .8 I 4, 03,818, 35. 44

III.

Of the above $4,090,818,358.44 principal amount of demand
obligations of the British Government, $16.000.000 principal amount
represent advances to Great Britain for British purchases of food-
stuffs in the United States subsequently sold by Great Britain to
Austria, all in pursuance of arrangements for the relief of Austria
made by or on behalf of the British, United States, and other Govern-
ments. As the repayment of such advance the British treasury
will pay forthwith the principal of demand obligations held by the
United States Treasury in the amount of S16,0000000, together with
interest accrued thereon at the rate of 5 per cent to the date of pay-
ment as to $8,000,000 from April 15, 1919. and as to the remaning
$8,000,000 from Mal 13, 1919: but such payments shall in no manner
re~iae the Britistl Government from its undertaking to sell to Aus-
tria foodstuffs purchased in the United States to the value of
$16,000,000 as provided in the arrangements for the relief of Austria
hereinabove referred to.

In addition, in order to bring to a round figure the principal of
the obligations of the British Government, the exchange of which
is contemplated as hereinafter provided, the British treasury will
also pay forthwith the principal of demand obligations held by the
United States Treasury in the amount of $818,358.44, together with
the interest accrued thereon at the rate of 5 per cent to the date of
payment as to $789,419.86 from April 15, 1919, and as to $28,938.58
from May 15, 1919. Payments made in accordance with this Section
III will be appropriately credited upon the obligations of the British
Government held by the United States. By the payment thus pro-
vided for, the principal amount of unpaid obligations, the exchange of
which is dtalt with hereinafter, is reduced to $4,074,000,000.

IV.

The obligations to be given in exchitnge for the aforesaid demand
obligations aggregating $4,074,000,000 in principal amount are to be
in series 12 in number, which are to be designated as Series A, B,
C, D. E, F, G, H, I, J, K, and L, and of a principal amount of
$1,000,000 each, except in the cases where the total aggregate value
of the obligations allotted to any series will require one obligation
within that series of principal amount of less than $1,000,000.
Attached hereto as Schedules I and II, respectively, are the forms of
obligations Series A and Series E. Except as otherwise indicated

I
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obligations Series B, C, and I) are to be in the form of obligation
Series A, and obligations Series F, G, II, I, J, K, and L, aie to be in
the form of obligation Series E.

(1) The obligations of Series A, B, C and I) are to aggregate in
principal amount the sum of $1,155,000,000, viz, the amount of such
obligations acquired by the United States under the first Liberty
loan act, and are to be dated April 15, 1919, and are to mature June
15, 1947.

(a) The obligation Series A in the principal amount of $577,500,000
is to have as dates for interest payments and sinking fund payments'
April 15 and October 15.

(6) The obligation Series B in the principal amount of $346,500,000
is to have as dates for interest payments and sinking fund payments
May 15 and Nove'mber 15.

(c) The obligation Series C in the principal amount of $115,500,000
is to have as dates for interest payments and sinking fund payments
January 15 and July 15.

(d) The obligation Series I) in the principal amount of $115,500,000
is to have as dates for interest payments and sinking funds payments
February 15 and August 15.

(2) The obligations of Series E, F, G, H, and I are to aggregate in
principal amount $2,892,000,000 and are to mature Qctober 15,
1938.

(a) The obligation Series E in the principal amount of
$1,45'9,500.400 is to be dated April 15, 1919, and the dates fixed for
interest payments and sinking fund payments are to bo April 15
and Octobe'r 15.

(b) The obligation Series F in the principal amount of $28,500,000
is to be dated April 15. 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be February 15 and
August 15.

(c) The obligation Series G in the principal amount of 875,700,000
is to be dated .May l.", 1919, and tlie whites lixedl for interest pay-
ments and for sinking fund( payments are to be May 15 and Novembler
15.

(d) The obligation Series IH in the principal amount of $291,900,000
is to be dated r May 1 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be January 15 and
July 15.

(e) The obligation Series I in the principal amount of $236,400,-
000 is to be dated May 15, 1919, and the dates fixed for interest pay-
ments and for sinking fund payments are to be February 15 and
August 15.

*(3) The obligations of Series J, K, and L, are to aggregate in prin-
cipal amount tie sum of $27,000,000, are to have as dates for inter-
est payments atdl sinking fund payments February 15 and August
15, andi are to mature October 15, 1938.

(a) The obligation Series J in the principal amount of $10,000,000
is to be dated May 22, 1919.

(6) The obligation Series K in the principal amount of $10,000,000
is to be dated Miay 29, 1919.

(c) The obligation Series L in the principal amount of $7,000,000
is to be dated June 25, 1919.



118 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

V.

The obligations of Series A and E, as indicated in the forms attached
marked Schedule 1 and Schedule 2, respectively, will contain pro-
visions that the interest accruing thereon for the three years period
ending April 15, 1922, shall be paid without compounding upon that
date in accrued sums amounting, respectively, to 15 per cent of the
principal amounts of the respective obligations. Interest thereafter
shall be paid semiannually on October 15 and April 15 of each year.
Said obligations shall also contain provisions for sinking fund pay-
ments on interest payment dates commencing with October 15, 1928,
and amounting on each such date in addition to the difference
between 21 per cent of the original respective principal amounts of
the obligations and 2j per cent of the respective' principal amounts
of such obligations outstanding on the interest payment dates, to
one-fourth of 1 per cent from October 15, 1928, to April 15, 1930, both
inclusive, and to one-half of 1 per cent from October 15, 1930, to
April 15, 1947, both inclusive, in the case of obligations Series A,
and to April 15, 1938, both inclusive, in the case of obligations
Series E.

Provisions in these respects are also to be made in the obligations
of Series B, C, D similar to those in obligations of Series A, as shown
in form marked Schedule 1 attached hereto and in obligations of
Series F, G, H. I, J, K, and L similar to those in obligations of Series E,
as shown in form marked Schedule 2 attached hereto, except that
the accrued interest sum to be paid on the first respective interest
payment dates in the year 1922 will in the case of obligations of
Series B amount to something more than 15 per cent of their respec-
tive principal amounts and in the cases of obligations of Series C, D,
F, H, I, J, K, and L amount to something less than 15 per cent of
their respective principal amounts.

VI.

Anything herein contained to the contrary notwithstanding, it is
distinctly understood that the Secretary of the Treasury, in the
exercise of his unrestricted discretion shall determine whether or not
the exchange of obligations contemplated by this arrangement shall
be actually made and concluded, and if he shall determine to make
such exchange the time when such exchange shall be effected. In
case the Secretary of the Treasury shall determine not to make such
exchange, then this arrangement shall cease to have any future effect
whatsoever. Nevertheless until such exchange is effected or until
the Secretary of the Treasury has given notice that he is not willing
to conclude the arrangement for such exchange, neither the principal
nor the interest will be demanded nor paid on the aforementioned
demand obligations of the British Government contemplated to be
exchanged as above provided, except only to the extent that such
principal or interest would be payable under the terms of the obliga-
tions for which it is now contemplated that the said demand obliga-
tions may be eventually exchanged.

'* .-t'
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I
VII.

Notwithstanding the foregoing and the arrangements made for
the exchange of obligations and prior or subsequent to the actual
exchange, the Secretary of the Treasury reserves the right to meet,
in whole or in part, any claim arising from growing out of, or re-
lating to the war, of the British Government, or any department or
agency thereof, against the United States Government, or any de-
partment or agency thereof, by the surrender of obligations of the
British Government at par and accrued interest then unpaid at the
rate of 5 per cent per annum from the date thereof, or by calling for
the payment of such obligations, together with accrued interest
thereon then unpaid, at the rate of 5 per cent per annum from the
date thereof to the extent necessary to make payment of any such
claim or claims.

VIII.

It is understood that the Secretary of the Treasury has released
the British Treasury from all its obligations regarding subrogated
securities so called, as set forth in the letter of Sir Hardmai Lever
to Assistant Secretary of the Treasury Rathbone bearing date July
8, 1919.

IX.

If and when the Secretary of the Treasury shall give notice that
he is prepared to make the exchange of obligations hereinbefore
contemplated, such exchange will be made at the United States
Treasury, Washington, D. C., and obligations of the United Kingdom
of Great Britain and Ireland to the amount and in the forms herein
provided will be there delivered against the cancellation and sur-
render of demand obligations of said Government in like amount.

WADSWORTI EXHIBIT No. 5.

(Draft of Apr. 30.)

PAS 4.

Treatment of certain obligations of the Governments of France,
Italy, Belgium Rumania, Serbia, and Czechoslovakia held by the
American and British treasuries.

I.

By the term "Serbia" there is intended to be designated not only
that country as it existed in 1914, but also the Serb, Croat, and
Slovene State, and the obligations of Serbia and of said State are
dealt with together and referred to as the obligations of Serbia.

II.

The following table shows the principal amount of demand obliga-
tions of the respective Governments designated held by the Secretary
of the Treasury, the principal amounts thereof acquired by virtue of
the first Liberty bond act and the principal amounts thereof acquired
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and fieldl under sub~sequenlt Liberty loan acts, andl as well substantially
the respective proportions of the whole of said various amounts so
acquired and held:

IFrt Liberty bond act.

Total.
rncalApproxi.

atnolilt. aep-

lielgillu ......................... :i, I :s -n"'(W1
itunallis .......................... (H im
Serbia ............................ 2T ,7W)0

sm. uK)00 22~
17(MM),0(1 I I

Liberty bond acts sub.
5C(Juelt to first.

Principal Approxi-
watt pro.
portion.

Per eft.
I2, 204, M0, W10 78

1,451335,56 I
3411, 7L5, NM) 90

25,1(,m) m 100)
21, 2s0,4-015 94
Z%, 524"' 4 1 1100

The following' table shows. the dates to which interest has been
p aid onteoltions of the Governments aforesaid acquired and

held by the Secretary of the Treasury under the Liberty loan acts:

Fratice.......................................
Italy ........................................
Delgu, .........................................

Serbia...........................................
Cze~!o,)va kin ..................................

In~ere.41 linl1 i' r4 'id livo- iitllt(S
ItG A I r. 1A, 100- . ." Inid Oil ohfi.

(iiow fl~g
t - 4"1. j 11 4' May 4,

g'iflog. I iiti~ i~4.4.. rati0nggt.

14, 1(l('ft~ 14", 9(il (K).0Of 25,~ .14,0111. 11)

NOTE.-Tho floverntnent of Uuiu Inhsin addition, li lT41.0( o iotecrQ,1 f-1lling d(he O)c.obe1r 15,
1919, from the proveeds of cerfain flmateriad therMtofre sold to the Ulih-11 States War IDelnrtlnit-t.

Seino coniparntively siall rcadlJittoietifs Will V0t. have to be oiole before, fintil figure. ean lie oblailed
regarding the final amilottt of said obil"mtLons 1111 to alevurately determilne i certain cases thle proportion
oft he whole advanced under the first Liberty hnnd~ w't.

Advances miay yet be iiado to Franuce 111ntler a eretlit hereloforcestabli:;nnl and transferred to the Hank
of France. to Italy for dollar reiniburscinent, aild possibly for reply enietm (of c~ereals fiirni,11ied Austriti, to
Bielgiuma for dollar reinbursemnenit, and to C?.eehostovakila for repatriation of troops.~ etc'.

Repayment on uccoulit of principal or of aecrito'1 intore.4 or bath are ainticipated4 of French obligaltions
through the operatic of the arrangement. set forth in Pan t.I relating to dollar reinbusr.ement atid ptosibly
to offset any balance that may be due France by Itime tVnited 6ta es War partipient., of Be'lgian, Itunla-
Wian anid Serbian and possibly other obligations on Lial settiemooit of accounts of American Relief Organ.
ization, C. R. B., nd-other similar organizations, which may show that Treasury advances to certain
countries for designated purposes exceeded the amounts required for such purposes.

It is agrreed between the American and British Treasuries in prin-
ciple0 that the oblitrations held Iby them., resimctively, of the Countries

afocsidshul o~ refunded into obligations of'substantially the
same forim, having like dates of maturity, beaingi the same rate of
interest, providing similarly for the postponement of interest (with-
out. compoundi~ng threcof), and the repayment thereof over the same
periqdIanld in the same proportionate, iiistallnments. The Amnericain
and British Treasuries are now prepared in the closest cooperation
and forwith to negotiate with the aforesaid Govornments for such. ex-
change of obligations and for such postponement of interest upon
receipt from said respective debtor Governments of requests for such
exchange and postponement, setting forth circumstances which jus-
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tify the deferring Of such interest. In general the two treasuries are
prepared to collaborate in negotiating with such respective Govern-
ments an arrangement substantially on the lines of part 2 of this" ar-
rangement between the American and British Treasuries. The form
of the obligations to be given in exchange by said respective debtor
countries to the two treasuries shall be substantially on the lines of
the form of obligations attached to part 2 of this arrangement, with
such modifications as may be required by the provisions in this part
4 set forth, or because of the currencies of the respective debtor
countries and its relation to the currencies of the creditor countries.

The obligations of *raid debtor countries to be delivered in exchange
to the American Treasury shall be payable in gold dollars and those
to be delivered in exchange to the British Treasury shall be payable
in pounds sterling with, in each case, similar provisions to those set
forth in said forms of obligations attached to part 2 for payments
in currencies of the debtor Governments, except that obligations
receivable by the British Treasury from France may be payable in
dollars to the extent of $-----------. In the exchange of obliga-
tions of each of said debtor Governments, the obligations of each
such Government receivable in exchange by the American Treasury
are to mature June 15, 1947, in respect to a principal amount equal
to the principal amount of obligations acquired unde the. first
Liberty bond act, and the obligations of each Government to be
received in exchange by the British Treasury maturing June 15,
1947, are to bear substantially the same proportion to the entire
amount of obligations of that Government receivable in exchange
by the British Treasury (via. those maturing both on June 15, 1947,
and on October 15, 1938) as that borne by the obligations of said
Government to he received by the American Treasury maturing
June 15, 1-17, to the entire amount of obligations of said G(overnment
to be received by the American Treasury (viz, those n:aturing both
on June 1,5, 1947, and on October 15, 1938).

V.

In the case of France the willingness of the two treasuries to make
the arrangement above indicated is dependent upon France agreeing
in close cooperation with the American and British Treasuries to
forthwith make arrangements with such of such debtor Governments
to which France has made advances since.July 1, 1914, similar in
all respect to the arrangements which the American and British
Treasuries are prepared to make with such respective Governments.

VI.

In regard to Belgium, Rumania, Serbia and Czechoslovakia, the
arrangements to be made with said countries may include a charge
upon indemnity or reparation payments receivable by them from
enemy or ex-enemy countries in favor of obligations given (or obli-
gations received in exchange for those given) on or after November
11, 1918, for relief or reconstruction purposes (including in that
term advances for foodstuffs). If either Treasury determines to
avail of such charge, provision therefor shall be made in the obliga-
tions receivable in exchange by such Treasury, and the other Treasury
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may likewise, by similar provision in the obligations receivable by
it in exchange, avail also of such charge, which will, in each such
case, inure to the benefit of the respective Treasuries in proportion
to the amount of the obligations entitled to the benefit thereof re-
ceivable by the respective treasuries. Similarly France to the
extent, if any, she has made any such advances to 'the countries
designated may obtain a like prportionate benefit of any such charge.

VII.

The arrangements to be negotiated with said respective debtor
countries are to be in all cases subject to provisions similar to those
set forth in paragraphs VI, VII, and X, of part 2. Authority and
discretion similar to that retained by the Secretary of the Treasury
in respect to action by America in regard to obligations held or to
be held by the American Treasury shall be retained by the Chancellor
of the Exchequer in respect to action by Great Britain in regard to
obligations held or to be held by the British Treasury.

VIII.

The arrangements set forth in this part 4 are solely between the
American and British Treasuries and may be varied, modified, or
abandoned as may be agreed upon between them. No rights here-
under are intended to be conferred upon any Govexrnment other than
the Governments of the United States and of the United Kingdom of
Great Britain and Ireland, or upon any treasury other than the Ameri-
can and British Treasuries.

WADSWORTH ExmHIT No. 6.
(Draft of May 11)

Schedule 1.

The Government of the United Kingdom of Great Britain and Ire-
land 5 Per Cent Convertible Gold Obligation, bearing date April
15, 1919, maturing June 15, 1947.

Principal Amount $577,500,000, Series A.
The Government of the United Kingdom of Great Britain and

Ireland (hereinafter termed the Obligor), for value received, promises
to pay to the Government of the United States of America, or as-
signs, the sum of five hundred seventy-seven million five hundred
thousand dollars ($577,500,000) on the fifteenth day of June, 1947,
and to pay interest on said principal amount at the rate of five per
centum (5%) per annum from the fifteenth day of April, 1919, at
the times and otherwise as hereinafter provided. The payment of
interest accruing on this obligation up to the fifteenth day of Aptil,
1922, is postponed without compounding interest and, save except
and to the extent hereafter provided, no interest upon this obligation
shall be payable prior to the fifteenth day of October, 1922. The
interest accruing during said three year period is hereinafter termed
the deferred interest. On the fifteenth day of October, 1922, and
on each and every fifteenth day of April and fifteenth day of October
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thereafter during the life of this obligation (said dates being desig-
nated as the interest-payment dates) a semiannual installment of
interest shall become due and payable on this obligation equal to
two and one-half per centum (2j%) of the principal thereof, and on
the fifteenth day of June, 1947, there shall become due and payable
the interest accrued at the rate aforesaid from the preceding fifteenth
day of April. The deferred- interest aggregating fifteen per centum
(15%) of the principal of this obligation shall become due and payable
as follows:

Installments of one-quarter of one per centum (}%) of the principal
amount of this obligation on each and every of the interest payment
dates from the fifteenth day of October, 1922, to the fiftteenh (lay of
April, 1924, both dates inclusive: of one-half of one per centum (1) of
the principal amount of this obligation on ec h and every of the
interest payment dates from the fifteenth day of October, 1924, to
the fifteenth day of April, 1926, both dates inclusive; and of three-
quarters of one per centum (Q%) of the principal amount of this obli-
gation on each and every of the interest payment dates from the
fifteenth day of October, 1926, to the fifteenth day of April, 1934,
both dates inclusive: Provided, however, that if for any thirty-day
period priod to the payment of all of the said installments of deferred
interest the average dollar buying cable rate for sterling in New
York, as fixed by the Federal Reserve Bank of New York City at
noon each business day shall equal or be in excess of $4.84 United
States gold of the present standard of weight and fineness to the gold
pound sterling of the present standard of weight and fineness, then
there shall become due and payable on the fifteenth day of the next
succeeding calendar month tlhe total amount remininig unpaid of
the deferred interest which has accrued up to the date so fixed for
payment, and if any such payment shall so become due prior to the
fifteenth day of April, 1922, then and in that event the remaining
deferred interest shall be and become due up to and be payable upon
each and every tifteenth day of April and fifteenth clay of October
during said three year period subsequent to the date upon which any
such payment shall so become due.

Both principal and interest of this obligation will be paid in gold
coin of the United States of America, of the present standard of
weight and fineness at the Treasury of the United States in the City
of Washington, or at the Subtreasury of the United States in the
City of New York, or, at the option of the holder hereof, at the Bank of
England in the City of London. England, in pounds sterling of Great
Britain, at the fixed rate of exchange of dollars gold of the present
standard of weight and fineness, 4.8665 to the gold pound sterling
of the present standard of weight and fineness.

The principal and interest of this obligation will be paid without
deduction for, and shall be exempt from, any and all taxation,
present or future, imposed by authority of the obligor or its pos-
sessions or by any political or local taxing authority within the.
British Empire whenever, so long as and to the extent that the bher-
ficial ownership of this obligation is in (A) the Government of the
United States or (B) a person or association neither domiciled nor
ordinarily resident in the United Kingdom of Great Britain and
Ireland, or (C) a corporation not organized under the laws of the
United Kingdom of Great Britain and Ireland.

E77
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From time to time. on or after the fifteenth day of April, 1924, at
the request of the holder of this obligation, the Obligor, at the United
States Treasury, Washington, will convert all or any part of the prin-
cipal amount of this obligation into-

(1) An equal principal amount of engraved obligations bearing
interest at the same rate as the principal amount converted, and sub-
stantially in the form indicated in Exhipit A, hereto attached, payable
to hearer and negotiable by delivery, with interest coupons attached,
in dlenoiinatins of $50, $100, $500, and $1,000, or registered as to
prin ipal and interest and in denominations of $100, $500, 81,000,
$5,000, $10,000, $50,000, and $100,000: and/or

(2) An equivalent principal amount, at the fixed rate of exchange
of dollars gold of the present standard of weight and fineness 4.80(65 to
the go!d pound sterling of the present standard of weight and fine-
ness, (of engraved obligations bearing interest' at the same rate as the
principal amount converted, and substantially in the form indicated
in Exhibit B, hereto attached, payable to hearer and negotiable by
delivery, with interest coupons attached, in denominations of 100
pounds, 500 pounds, 1,000 pounds, and 5,000 pounds, or registered
as to principal and interest and in denominations of 50 pounds, 100
pound(, 500 pounds, 1,000 pounds, 10.000 pounds, and 50,000 pounds.

At the option of the holder of this obligation, to Ib exercised by
such holder alt the time of making of each request for conversion, the
obligations into which at any time the principal of this obligation, or
any part thereof, shall he so converted mayv carry the deferred iuntrest
not theretofore paid, and/or participation in the sinking fund lpy-
ments payable as hereinafter provided; otherwise. such deferred
interest and or such sinking fund payments sinill remain pavylNle
upon and in ac(ordance with tile terms of this obligation, not'with-
standing any suchI Converslion.

Upon any such conversion notation shall be made onl this obliga-
tion tIat t thl principal amount' thereof lhas been reduced, as of the
data from which the obligifations issued on such conversion shall bear
interest, by an amount equal to the aggregate principal amount of
obligations payable in dollars and equivalent at the rate aforesaid to
the aggregate' principal imnount of obligations payable in sterling
money issued upon such ,onversion; and appropriate notation shall
also be made on this obligation to indicate whether the deferred
interest remaining unpaid at the time of such conversion, and/or
participation in the sinking fund payments payable as hereinafter
provided tre carried by the obligations received upon any such con-
version or remain payable upon and in accordance with the terms of
this obligation. In case the principal amount of this obligation, or
any part thereof, shall be converted into obligations substantially in
the form indicated in Exhibit B, hereto attached, the Obligor, forth-
with and as often as any such conversion shall be made, will cause
to be promulgated all such rules, regulations and orders as are usual
and requisite to enable the bonds into which such conversion shall
be made to be sold and dealt in in the United Kingdom of Great
Britain and Ireland, and will use its good offices to secure that said
bonds shall be listed on the London Stock Exchange.

The Obligor, however, in lieu of making any conversion so requested,
by giving notice of its election so to do within 10 days of the making
of such request for conversion, may, in the manner hereafter provided,

_ __ __ _ _ - -- ----- --- ~.-------~-- ~- -
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pay and redeem a principal amount of this obligation equal to the
aggregate of the principal of the obligations called for by such request
for conversion. After the payment in full of the deferred interest,
the Obligor, at its option, by giving notice of its election so to do,
may, in the manner hereafter provided, pay and redeem the principal
amount of this obligation, or any part thereof (but if a part not in
amounts less than 8100,000,000 or its equivalent), unless and except
to the extent that if said principal amount has been specified in any
such request for conversion made prior to the giving of notice of such
election of payment and redemption. Written notice of any such
election by the Obligor shall be delivered to the holder of this obliga-
;ion, and shall specify an interest payment date for such redemption
and payment not less than three months nor more than six months
subsequent to the date of delivery of such notice of election. Within
20 days after the receipt of any such notice of election the holder
of this obligation may, by notice to the Obligor, determine upon and
fix any dlte or dates for such redemption and payment at one time
or in installments, not later, however, than I 2 months after the
hdate specified in such election.

On the date or dates so fixed, at the option of the holder of this
obligation. there shall become due and be payable, and the Obligor
shall have the right to pay and redeem, the principal amount of
this obligation specified in any such election, and in the installments,
if any. fixed by any such determination, together with accrued inter-
est thereon to the (late or dates of payment thertf, including all de-
ferred inteoi st upon such principal amount not theretofore paid:
Provided, /r',,ever, In case the holder of this obligation shall within
sixty dav;y ,aCter the receipt of any such notice of election give notice
to t'he Obligor of its determination to receive all or any part of the
sums payable upon any such redemption in Liberty bonds of the
United States, then and in that event the Obligor, to the extent so
specified, shall be entitled only and shall be obligated to effect such
payment and redemption in such Liberty bonds taken at par and
accrued and unpaid interest. If said principal amount shall be paid
by the Obligor in the manner and on the date or dates fixed as herein
provided, interest on such principal amount shall thereafter cease.

In order to enable the holder of this bond, until its payment in
full, at its election, to prevent or curtail the export of gold from the
United States of America, the Obligor, from time to time, upon the
request of the holder of this bond delivered at the British Embassy
in Washington, during such period or periods as shall be specified in
any such request, willfreely and publicly offer for sale in New York
City demand sterling drafts on London at the equivalent of $4.871
United States gold of the present standard of weight and fineness to
the gold pound sterling of the present standard of weight and tine-
ness, and during such periods will sell such drafts to all bidders at
said price and forthwith, upon the receipt of the proceeds of all such
sales, will pay the same to the holder of this obligation, to be by it
applied towards the payment in dollars of: First, the total amount
then unpaid of deferred interest, and. second, the principal amount
of this bond, and interest will be adjusted accordingly.

To provide for the partial amortizirtion before matu'itv of the prin-
cipal of this obligation the Obligor shall make the following payments
trmed sinking fund payments at the times hereinafter designated, to
be applied upon the principal amount of this obligation:

-
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(a) On the fifteenth tday of October, 1928, and on each and every
interest payment date thereafter to and including the fifteenth day of
April. 1947. an amount equal to the difference between two and one-
half per centum (2.j%), computed upon the sum of S577,500.000 and
two and one-half per centum (2,%), computed as of each date upon
which such sinking fund payment is to be made upon thel principal
amount of this obligation remaining outstanding and unpaid upon
each of said respective dates: and

(b) In addition to the payments provided in subdivision (a), on
October 15, 1928, the sum of $1,443.750: on April 15, 1929, the sum
of $1,443,750; or October 15, 1929, the sum of $1,443.750; on April
15. 1930, the sum of $1,443,750: on October 15, 1930. the sum of
$2,887.500; on April 15, 1.31, the sum of $2,887,500; on October 15,
1931, the sum of $2,887.500: on April 15, 1932, the sum of $2,887,500;
on October 15, 1932, the sum of $2,887,500; on April 15, 1933, the
sum of $2,887,500; on October 15, 1933, the sum of $2,887,500; on
April 15, 1934, the sum of $2,887,500: on October 15, 1934, the sum
of $2,887,500; on April 15, 1935, the sum of $2,887,500; on October
15, 1935, the sum of 82.887,500: on April 15, 1936, tile sum of $2,887,-
500; on October 15, 1936. the sum of $2,887,500: on April 15, 1937,
the sum of $2,887,500; on October 15, 1937, the sum of 82,887,500;
on April 15, 1938, the sum of $2,887,500: on October 15, 1938, the
sum of $2,887,500; on April 15, 1939, the sum of $2,887.500; on Octo-
ber 15, 1939, the sum of $2.887,500; on April 15, 1940, the sum of
$2,887,500; on October 15, 1940, the sum of $2,887,500; on April 15,
1941, the sum of $2,887,500; on October 15, 1941, the sum of $2,887.-
500; on April 15, 1942, the sum of $2.887,500; on October 15, 1942,
the sum of $2,887,500; on April 15, 1943, the sun of $2,887,500; on
October 15, 1943, the sum of $2,887,500: on April 15, 1944, the sum
of $2,887,500; on October 15, 1944, the sum of $2,887,500; on April
15, 1945, the sum of $2,887,500; on October 15, 1945, the sum of
$2,887,500; on April 15, 1946, the sum of $2,887,500; on October 15,
1946, the sum of 82,887,500; and on April 15, 1947, the sum of
$2,887,500.

The aforesaid sinking fund payments shall be made in gold coin
of the United States of the present standard of weight and fineness
at the Treasury of the United States in the City of Washington or
at the subtreasury of the United States in their city of New York,
or, at the option of the holder hereof, at the Bank of England in the
city of London, England, in pounds sterling of Great Britain at the,
fixed rate pf exchange of dollars gold of the present standard of
weight and fineness 4.8065 to the gold pound sterling of the present
standard of weight and fineness. Appropriate notation will he made
on this obligation of all payments numade on account of the principal
thereof. No reduction in the principal amount of this obligation
shall in any wise affect or impair tile obligation of the obligor to make
payment of the full amount of the deferred interest as hereinbefore
provided, and notwithstanding any such payment on account of the
principal amount the obligation of tihe obligor to make payment of
the deferred interest as hereinbefore provided shall remain in full
force and effect,

The obligor. not less than three days before there slhll become
payable on this obligation any amount for principal and/or interest,
current and/or deferred, and whether as sinking fund payment or

--
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through election of redemption or otherwise (except amounts re-
quired to be paid on account of this obligation resulting from the sale
of demand sterling drafts on London) for the purpose of making such
payments, will deposit the amounts required therefor at the 'reas-
ury of the United States in the city of Washington, or at the sub-
treasury of the United States in the city of New York..

If and whenever any of the bonds of the United States issued under
authority of the act of Congress known as the first Liberty bond act,
or any bonds issued in conversion of any said bonds, shall be con-
vertel into other bonds of the United States bearing a higher rate
of interest than 4, per cent per annum, then and in every such event
a proportionate principal amount of this obligation shall be by the
obligor converted par for par at the Treasury of the United States in
the city of Washington, into an obligation hearing interest at a rate
exceeding that previously borne by this obligation by the same
amount as the interest rate of the bonds of the Uuited States issued
upon such conversion exceed the interest rate of 41 per cent, but
not less than the highest rate of interest borne by such bonds of the
United States, and in other respects identical with this bond. Every
such conversion shall be made as of the date when the bonds of the
United States were converted into bonds bearing such higher rate of
interest, and interest will be adjusted accordingly. t

So long as this obligation remains the property of the Government
of the United States of America, any notice, request, election, or
consent under the hand of the Secretary of the Treasury of the
United States shall be deemed and taken as the notice, request,
election, or consent of the holder of this obligation; and shall be
sufficient, if delivered at the British Embassy, Washington; and
any notice, request, or election from or by the obligor shall be delivered
to the Secretary of the Treasury at the United States Treasury in
Washington.

This obligation bears date April 15, 1919.
For the Government of the Kingdom of Great Britain and Ireland.

[Draft May 18.1

EXHIBIT A TO SCHEDULE I.

(Form of coupon bond payable in dollars.)

$----- No.....

The Government of the Kingdom of Great Britain and Irelhnd
Converted ----- Per Cent Gold Bonds Maturing June 15, 1947.
Series -----..

The Government of the United Kingdom of Great Britain and
Ireland (hereinafter termed the obligor), for value received, prom-
ises to pay to bearer, or, if this bond be registered, then to the regis-
tered holder hereof. the sum of ---.-- dollars on the fifteenth day of
lJune. 1947. and to pay interest on said principal sum from the
fifteenth day of .-----, 19-. at the rate of ----- per centum per
annum. payable on the fifteenth day of -----. 19-, and semi-
autua lly tliereafter on the fifteenth days of April and October in

- ~. ---- '- -- - --- - - - - --- --- - ---- -.-- -- ------- -- - - - -- -
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each year, and on the date when the principal sum shall mature, but
only upon the presentation and surrender of the coupons for such
interest, hereto attached, as severally they mature. (In case the
converted bonds of this series are to carry all or any part of the
deferred interest mentioned in the original obligation, appropriate
provisions dealing with such deferred interest will, be here in-
serted.)

The principal and interest of this bond will be paid in gold coin
of the United States of America of the standard of weight andL fineness
existing on the fifteenth day of April, 1919, at the office or agency
which the obligor will establish and maintain for that purpose, until
the payment of all bonds of this series, in the Borough of Manhat-
tan, city of New York, N. Y., or, at the option of the holder of this
bond. said principal and interest will be paid at the Bank of England
in the city of London, in pounds sterling of Great Britain, at the
fixed rate of exchange of dollars gold of the standard of weight and
fineness existing on the fifteenth day of April, 1919, 4.86.j to the gold
pound sterling of the standard of weight and fineness existing on the
fifteenth day of April. 1919. The principal and interest of this bond
will be paid without deduction for and shall be exempt from any and
all taxation, present or future, imposed by authority of the obligor or
its po).0seAssiois. or by any political or local taxing authority within the
United Kingdom of Great Britain and Ireland whenever, so long as
and to the extent that the beneficial ownership of this bond is in (a)
the Government of the United State; (b) a person or association
neither domiciled 1nor ordinarily resident in the United Kingdom of
;Great Britain and Ireland: or (c) a corporation not organized under

the laws of the United Kingdom of Great Britain and Ireland.
This bond is one of a series of converted ----- per cent gold

bonds of the obligor maturing June 15, 1947, series ....- , aggre-
ating $ ..... in principal m11ount, bearing distinctive serial num-

Leirs and consisting of coupon bonds in the denominations of $50, $100,
500, and $1,000, and of fully registered bonds without coupons in

the denominations of $100, $500, $1.000. $5.000, $10,000. $50,000. and
$100.000. Under such reasonable regulations as tile obligor slall
pescrilbe and at its office or agency aforesaid, bonds of this series
of different authorized denominations, and as well coupon and regis-
tered bonds, will be interchangeable. in equal aggregate principal
amounts, upon payment, if the obligor shall require, of a charge
not exceeding $1 for each new bond issued. This bond may le
registered as to principal in the name of the bolder upon presenta-
tion of the same for such purpose at the aforesaid office or agency
of the obligor for notation of such registration thereon; after such
registration no transfer shall be valid unless made by the registered
holder in person or by his duly authorized attorney and similarly
noted hereon. but transferability )by delivery may be restored 1)b
transfer to bearer and like notation thereof hereon: no such regis-
tration shall affect the transferability of the annexed coupons which
will continue 'to be Iayable to hearer.

(In case the converted bonds of this series are to participate in
the benefit of all or any part of the sinking-fund payments men-
tioned in the original obligation. appropriate provisions dealing with
such sinking-fund payments will be here inserted.)

For the Government of the United Kingdom of Great Britain
and Ireland:
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(Form of coupon.)

$--- No ......

On ---- 15, 19-, the Government of the United Kingdom of
Great Britain and Ireland will pay to bearer, at its office or agency
in the city of New York, the sum of ...... dollars in United States
gold coin of the standard of weight and fineness existing April 15,
1919, or at the option of the holder, at the Bank of England, in the
city of London, in pounds sterling of Great Britain at the fixed rate
of exchange of dollars gold of the standard of weight and fineness
existing April 15, 1919, 4.86J to the gold pound sterling of the
standard of weight and fineness existing April 15, 1919, being six
months' interest then due on its converted ----- per cent gold bond
maturing June 15, 1947, Series - numbered---

For the Government of the United kingdom of Great Britain and
Ireland:

(The appropriate changes will be made in coupon payable June
15, 1947.)

(Form of registered bond payable in dollars.)

$-.- SNo.- -
$ ----------- 1---No-----

The Government of the Kingdom of Great Britain and Ireland Con-
verted ---.. . per cent Gold Bonds Maturing June 15, 1947.

Series: .--
The Government of the United Kingdom of Great Britain and

Ireland (hereinafter termed the Obligor), for value received, prom-
ises to pay to --------- ----.-----... or registered assigns, the
sunm of .------- ----- dollars, on the fifteenth day of June, 1947,
and to pay interest on said principal sum from the fifteenth day of
October or the fifteenth day of April next preceding the date of this
bond, or, if this bond be dated as of any October fifteenth or April
fifteenth, then from the date of this bond, at the rate of ...- per
centum per annum, payable semiannually on the fifteenth days of
April and October in each year and on the date when the principal
sum shall mature. (In case the converted bonds of this series are to
carry all or any part of the deferred interest mentioned in the Origi-
nal Obligation, appropriate provisions dealing with such deferred
interest will be here inserted.)

The principal and interest of this bond will be paid in gold coin
of the United States of America of the standard of weight and
fineness existing on the fifteenth day of April, 1919. at the office or
agency which the obligor iill estal;lish and maintain for that pur-
pose, until the payment of all bonds of this series, in the Borough of
Manhattan, City of New York, N. Y., or, at the option of the holder
of this bond, said principal and interest will Ite paid at the Bank of
England in the City of London, in pounds sterling of Great Britain.
at the fixed rate of exchange of dollars gold of the standard of
weight and fineness existing on the fifteenth day of April. 1919. 4.86)
to the gold pound sterling of the standard of weight and fineness
existing on the fifteenth day of April. 1919. The principal and in-
terest of this bond will be paid without deduction for and shall be
exempt from any and all taxation, present or future, imposed by

5941-21-Pr 4-5
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authority of the obligor or its possessions, or by any political or
local taxing authority within the United Kingdom of *Great Britain
and Ireland whenever, so long as and to the extent that the beneficial
ownership of this bond is in (o) the Government of the United
States; (b) a person or association neither domiciled nor ordinarily
resident in the United Kingdom of Great Britain and Ireland; or
(e) a corporation not organized under the laws of the United King-
dom of Great Britain and Ireland.

This bond is one of a series of converted per cent gold bonds
of the Obligor maturing June 15, 1947, Series , aggregating
$ in principal amount, bearing distinctive serial numbers,
and consisting of coup on onds in the denominations of $50, $100,
$500, and $1,000, and of fully registered bonds without coupons in
the denominations of $100, $00, $1,000. $5,000. $10,000, $50,000, and
$100,000. Under such reasonable regulations as the Obligor shall
prescribe, and at its office or agency aforesaid. bonds of this series
of different authorized denominations, and as well coupon and regis-
tered bonds, will be interchangeable, in equal aggregate principal
amounts, upon payment, if the Obligor shall require, of a charge not
exceeding $1 for each new bond issued. This bond is transferable
by the registered holder, in person or by attorney duly authorized,
upon the surrender of this bond at the aforesaid office or agency of
the Obligor, and a new registered bond, or bonds of like aggregate
principal amount, and carrying interest from the same date as that
from which the registered bond surrendered carried interest, will be
issued to the transferee in exchange therefor upon payment, if the
Obligor shall require, of a charge not exceeding $1 for each new bond
issued.

(In case the converted bonds of this series are to participate in
the benefit of all or any part of the sinking-fund payments men-
tioned in the original obligation, appropriate provisions dealing with
such sinking-fund payments will be here inserted.)

Dated 19 .
For the Government of the United Kingdom of Great Britain

and Ireland:
(Draft of May 13, as Revsed.)

Schedule 1.

The Government of the United Kingdom of Great Britain and Ire-
land 5 per cent convertible gold obligations, Series A, in the aggre-,
gate principal amount $577,500,000, dated April 15, 1919, maturing
June 15, 1947.
The Government of the United Kingdom of Great Britain and Ire-

land (hereinafter termed the Obligor), for value received, promises
to pay to the Government of the United States of America, or as-
signs, the sum of five hundred seventy-seven million five hundred
thousand dollars ($577,500,000) on the fifteenth day of June, 1947,
and to pay interest on said principal amount at the rate of five per
centum (5%7) per annum from the fifteenth day of April, 1919, at the
times and otherwise as hereinafter provided. 'The payment of inter-
est accruing on this obligation up to the fifteenth day of October,
1921, is postponed without compounding interest and, save, except
and to the extent hereafter provided, no interest upon this obligation

IU
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shall be payable prior to the fifteenth day of April, 1922. The inter-
est accruing during said period is hereinafter termed the deferred
interest.

On the fifteenth day of April, 1922, and on each and every fifteenth
day of October and fifteenth day of April thereafter during the life
of this obligation (said dates being designated as the interest-pay-
ment dates) a semiannual instalment of interest shall become due
and payable on this obligation equal to two and one-half per centum
(22,1) of the principal thereof, and on the fifteenth day of June,
1947. there shall become due and payable the interest accrued at the
rate aforesaid from the preceding fifteenth day of April. The de-
ferred interest shall become due and payable on April 15, 1922:
Provided, however, that if for any thirty-day period prior to the
payment of the .aid deferred interest the average dollar buying cable
rate for sterling in New York. as fixed by the Federal Reserve
Bank of New York City at noon each business day, shall equal or be
in excess of $4.84 United States gold of the present standard of
weight and fineness, to the gold pound sterling of the present standard
of weight and fineness, then there shall become due and payable on the
fifteenth day of April or the fifteenth day of October next ensuing
after the expiration of three months from the expiration of said
thirty-day period the total amount remaining unpaid of thO deferred
interest which has accrued ui> to the date so fixed for payment, and
if any such payment shall so become due prior to the fifteenth day of
October, 1922, then and in that event the remaining deferred interest
shall be and become due up to and be payable upon eah and every
fifteenth day of April and fifteenth day ot October subsequent to the
elate upon which any such payment of deferred interest shall so
become due.

Both principal and interest of this obligation will be paid in gold
coin of the United States of America of the present standard of
weight and fineness at the Treasury of the United States in the City
of Washington or at the Sub-Treasury of the United States in the
City of New York, or, at the option of the holder hereof, at the
Bank of England in the City of London, England, in pounds sterling
of Great Britain, at the fixed rate of exchange of dollars gold of the
present standard of weight and fineness 4.8665 to the gold pound
sterling of the present standard of weight and fineness.

The principal and interest of this obligation will be paid without
deduction for, and shall be exempt from, any and all taxation,
present or future, imposed by authority of the Obligor -r its posses-
sions or by any political or local taxing authority within the British
Empire whenever, so long as and to the extent that the beneficial
ownership of this obligation is in (A) the Government of the United
States or (B) a person or association neither domiciled nor ordi-
narily resident in the United Kingdom of Great Britain and Ireland.
or (C) a corporation not organized under the laws of the United
Kingdom of Great Britain and Ireland.

From time to time, at the request of the holder of this obligation,
the Obligor. at the United States Treasury. Washington, will convert
all or any part of the principal amount of this obligation into-

(1) An equal principal amount of engraved obligations bearing
interest at the same rate as the principal amount converted, and sub-

I I
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stantially in the form indicated in Exhibit A, hereto attached, pay.
able to bearer and negotiable by delivery, with interest coupons
attiachedl , in denominations of $50, $100, $500, and $1,000, or regis-
tered as to principal and interest and in denominations of $100, $500,
$1,000, $5,000, $10,000, $50,00(0, and $100,000; and/or

(2) An equivalent principal amount, at the fixed rate of exchange
of dollars gold of the present standard of weight and fineness 4.M665
to the gold pound sterling of the present standard of weight" and fine-
ness, of engraved obligations bearing interest at the same rate as the
principal amount converted, and substantially in the form indicated
in Exhibit B, hereto attached, payable to bearer and negotiable by
delivery, with interest coupons attached, in denominations of 100
pounds, 500 pounds 1,0 pounds and 5,000 pos l unds, or registered as
to principal and interest and in denominations of 50 pounds, 10)
pounds, 500 pounds, 1,00) pounds, 10.000 pounds, and 50,000 pounds .

At the option of the holder of this obligation, to be exercised by
such holder at the time of making of each request for conversion, the
obligations into which at any time the principal of this obligation, or
any part thereof, shall be so converted may carry the deferred interest
not theretofore paid, and/or participation i te sinking fund pay-
ments payable as hereinafter provided; otherwise, such deferred in-
terest and/or such sinking fund payments shall remain payable upon
and in accordance with the terms of this obligation, notwithstanding
any such conversion.

IIpon any such conversion notation shall be made on this oblign-
tion that tfie principal amount thereof has been reduced, as of the
date from which tihe obligations issued on such conversion shall bear
interest, by an amount equal to the aggregate principal amount of
obligations payable in dollars and equivalent at the rate aforesaid to
the aggregate' principal amount of obligations payable in sterling
money issued upon such conversion; and appropriate notation shall
also be made on this obligation to indicate whether tle deferred in-
terest remaining unpaid at the time of such conversion, and/or par-
ticipation in the sinking fund payments payable as hereinafter pro-
vided is carried by the obligations received upon any such conversion
or remain payable upon and in accordance with the terms of this
obligation. In cv',e the principal amount of this obligation, or any
part thereof, shall be converted into obligations substantially in the
form indicated in Exhibit B, hereto attached, the Obligator, forth-
with pnd as often as any such conversion shall be made, will causk
to be promulgated all such rules, regulations, and orders as are usual
and requisite to enable the bonds into which such conversion shall be
made to be sold and dealt in in the United Kingdom of Great Britain
and Ireland, and will use its good offices to secure that said bonds
shall be listed on the London Stock Exchange.

The obligor, however, in lieu of making any conversion so re-
quested, by giving notice of its election so to do within ten days of
the making o(f such request for conversion, may, in the manner here-
after provided. pay and redeem a principal amount of this obliga-
tion equal to the aggregate of the principal of the obligations called
for by such request for conversion. Written notice of any such elec-
tion by the Obligor shall be delivered to the holder of thks obligation
and shall specify date for such redemption and payment rot less than

U-
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thirty days nor more than three months subsequent to the date of de-
livery of such notice of election. Within twenty days after the re-
ceipt of any such notice of election, the holder of this obligation may,
by notice to the Obligor, determine upon and fix any date or dates
for such redemption and payment. at one time or in instalnents, not
later. however, than twelve months after the date specified in such
election. On the date or dates so fixed there shall become due and be
payable in dollars or in sterling or in both dollars and sterling as tihe
holder of lhis obligation shall determine the principal amount of this
obligations specified in any such election, and in the instalments, if
any. fixed by any such determination, together with accrued interest
thereon to the late or dates of payment thereof. If said principal
amount shall be paid by the Ohipgor in the manner and on the date
fixed as herein provided, interest on such principal amount shall
thereafter cease.

In order to enable the holder of this bond, until its payment in full,
at its election, to prevent or curtail the export of gold from the United
States of America. the obligor, from time to time. upon the request
of the holder of this bond, delivered at the British Embassy in Wash-
ington, during such period or periods as shall be specified in any
such request. will freely and publicly offer for sale in New York City
demand sterling drafts on London at the equivalent of $4.874 united
States gold of the present standard of weight and fineness to the
gold pound sterling of the present standard of weight and fineness,
and during such periods will sell such drafts to all.bidders at said
price and forthwith, upon the receipt of the proceeds of all such
sales, will pay tile same to the holder of this obligation, to be by it
applied toward the payment in dollars of, first, the total amount then
unpaid of deferred interest: and, second, the principal amount of
this bond, and interest will be adjusted accordingly.

This obligation is one of a series of obligations of the Government
of the United Kingdom of Great Britain and Ireland designated as
its 5!% convertible gold obligations, Series A, of like date and tenor,
to an aggregate principal amount of $577,500.000.

To provide for the partial amortization before maturity of the
principnil of the obligations of said Series A tile obligor shall make
the following payments termed sininng fund payments at the times
hereinafter designated. to le applied upon the principal amount of
the obligrations of said Series A.

(a.) (n the fifteenth day of October, 1928. and on each and every
interest payment date thereafter to and including the fifteenth ldayi of
April, 1941, 11nl amiloulnt equal to the difference between two land one-
half per centum (2~A/) ). computed upon the suim of $577.500.040. and
two and one-half per centum ('4 .), computed as of each date upon
which such sinking fund payment is to l)e iiade Iupon the principal
amount remaining un unpaid upon each of said respective 4lidtes on the
obligation of said Series A: and
(b) In addition to the payments provided in siillivision (a). on

October 15, 1928, the sum of $1.443.750: on April 15. 1929. tile sum
of $1.443.750: on October 15. 1929. tlhe sll of $1.443.750: on April 15,
1930. thle sum of $1,443.750: on October 15, 1930, the suml of $2.887,-
500; on April 15. 1931, the sum of $2,887.500: on October 15. 1931. the
sum of $2,887,50(): on April 15. 1932. the suIm of $2.887.50): on Oe-

1 I
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tober 15, 1932, the sum of $2,887,500; on April 15, 1933, the sum of
$2,887,500); on October 15, 1933, the sum of $2,887,500; on April 15,
1934, the sum of $2,887,500; on October 15, 1934, the sum of $2,87,-
500; on April 15, 1935, the sum of $2,887,500; on October 15, 1935, the
sum of $2,887,500); on April 15, 1936, the sum of $2.887.500; on Oc-
tober 15. 1936, the sum of $2,887,500; on April 15. 1937, the sum of
$2,887,50,); on October 15, 1937, the sum of $2,887,500; on April 15,
1938, the sum of $2,887,500; on October 15, 1938. the sum of $2.887,-
500: on April 15, 1939, the sum of $2,887,500; on October 1i, 1939. the
sum of $2,887,500; on April 15, 1940, the sum of $2,887,7)00; on Oc-
tober 15. 1940, the sum of $2,887,500; on April 15, 1941, the sum of
$2,887,500: on October 15, 1941, the sum of $2,887,500; on April 15,
1942: the sum of $2.887,500; on October 15. 1942, the sum of $2,887,.
500; on April 15, 1943. the sum of $2,887,500; on October 15, 1943. the
sum of $2,887,500; on April 15, 1944, the sum of $2,887,50): on Oc-
tober 15, 1944, the sum of $2,887,50) on April 15, 1945, the sum of
$2,887,500; on Octoberr 15, 1945. the sum of $2,887,500; on April 15,
1946, the sum of $2,887,500; on October 15, 1946, the sum of $2,887,.
500; and on April 15, 1947, the sum of $2,887.500.

The aforesaid sinking fun payments shall be made in rold coin of
the United States of the present standard of weigh ht and fineness at
the Treasury of the United States in the city of iWashington or at the
Subtreasury of the United States in the city of New York, or, at the
option of the holder hereof, at the Bank of England in the city of
London, England, in pounds sterling of (treat Biritain at the txed
rate of exchange of dollars gold of the present standard of weight
and fineness 4.8665 to the gold pound sterling of the present standard
of weight and fineness. Appropriate notation will be made on the
obligations of said Series A of all payments made on account of the
principal thereof.
The O!;igor, not less than three days before there shall become

payable o\ this obligation any amount for principal and/or interest,
current and/or deferred, and whether as sinking fund payment or
through election of redemption or otherwise (except amounts re-
quired to be paid on account of this obligation resulting front the
sale of demand sterling drafts on London) for the purpose of making
such payments. will deposit the amounts required therefore at the
Treasury of the United States in the city of Washington or at the
subtreassury of the United States in the city of New I ork.

If iand whenever any of the bonds of the United States issu(4l
imnder authority of the Act of Congress known as the First Liberty
Bond Act, or any bonds issued in conversion of any said bonds, shall
be converted into other bonds of the United States bearing a higher
rate of interest than four and one-half per centumn (4 I) per an-
num. then and in every such event a proportionate principal amount
of the obligations of said Series A shall be by the obligor converted

art for par at the Treasury of the United' States in the (ity of
Washlintoan into obligations 'bearing interest at a rate exceeding that
previously borne by the obligations of said Series A by the same
amount s tile interest rate of the bonds of the IUnited Sttte. issued
upon such conversion exceed the interest rate of four and one-half
per centumn (4.1 . ). but not less than the highest rate of interest
Iorne by such bonds of the United States, and in other respects iden-

U-



REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS. 136

tieal with this bond. Every such conversion shall be made as of the
date when the bonds of the'United States were converted into bonds
bearing such higher rate of interest, and interest will be adjusted ac-
cordingly.

So long as this obligation i remains the property of the Government
of the U nited States of America, any notice, request, election, or
consent under the hand of the Secretary of the Treasury of the
United States shall be deemed and taken as the notice, request, elec-
tion, or consent of the holder of this obligation, and shall be sufficient,.
if delivered at the British Embassy, Washington, and any notice,
request, or election from or by the obligor shall be delivered to
the Secretary of the Treasury at the United States Treasury in
Washington.

This obligation bears date April 15, 1919.
For the Government of the Kingdom of Great Britain and Ireland.

WADSWORTHI EXHIBIT NO. 7.

(Draft of May 10.)

Schedule 1.

The Government of the United. Kingdom of Great Britain and
Ireland 5 per cent convertible gold obligation, bearing date April
15, 1919.

Priineipal amount $1,467,500,000. Series E.

'Th Government of the United Kingdom of Great Britain and
Ireland (hereinafter termed the obligor), for value received, prom-
ises to pay to the Government of the T nited States of America, or
assigns, the sum of one billion four hundred sixty-seven million five
hundred thousand ($1.467,500,000) dollars on the fifteenth day of
October. 1938. and to pay interest on said principal amount at the
rate of five per centum (5%') per annum from the fifteenth day of
April. 1919, at the times and( otherwise as hereinafter provided.
The payment of interest accruing on this obligation up to the
ifteentli day of April. 1922, is postponed without compounding
interest. and, savy., except, and to the extent, hereafter provided, no
interest uplon this obligation shall I payable prior to the fifteenth
day of October, 1922. The interest accriing during said three-year
)period is hereirinafter termiled the deferred interest.

On the 15th day of October. 1922, and on each and every 15th
day of April and 15th day of October thereafter during the life of
this oblligation (snid dates being designated as the interest-paying
diates). I selmfinniual installment of interest shall become idue and
Ipyable on this obligation equal to 2. per cent of the principal
thereof. The deferred interest, aggregratinr, 15 per cent of the prin-
cipal of this obligation shall become due and payable as follows:
Installments of one-quarter of 1 per cent of the principal amount
of this obligation on each and every of the interest Ipavyent dates
from the 15th day of October, 1922. to the 15th d(lay of April, 1924,

- - - - --
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both dates inclusive; of one-half of 1 per cent of the principal amount
of this obligation on each and every of the interest payment dates
from the 15th day of October, 1924, to the 15th day of April, 1926
both dates inclusive; and of three-quarters of 1 per cent of the
principal amount of this obligation on each and every of the interest-
payment dates from the 15th day of October, 1926, to the 15th day
of April, 1934, both dates inclusive: Provided, however, that if for
any 30-day period prior to the payment of all of the said installments
of deferred interest the average dollar buying cable rate for sterling
in New York, as fixed by the Federal Reserve Bank of New York
City at noon each day, shall equal or be in excess of $4.84 United
States gold of the present standard of weight and fineness to the
gold pound sterling of the present standard of weight and fineness,
then there shall become due and payable on the 15th day of the next
succeeding calendar month the total amount remaining unpaid of
the deferred interest which has accrued up to the date so fixed for
payment, and if any such payment shall so become due prior to the
15th day of April, 1922, then and in that event the remaining de-
ferred interest shall be and become due up to and be payable upon
each and every subsequent 15th day of April and 15th day of
October during said 3-year period.

Both principal and interest of this obligation will be paid in gold
coin of the United States of America, of the present standard of
weight and fineness at the Treasury of the United States in the city
of Washington, or at the Sub-Treasury of the United States in the
city of New York, or, at the option of the holder hereof, at the Bank
of England in the city of London, England, in pounds sterling of
Great Britain, at the fixed rate of exchange of dollars gold of the
present standard of weight and fineness 4.8665 to the gold pound
sterling of the present standard of weight and fineness.

The principal and interest of this obligation will be paid without
deduction for, and shall be exempt from, any and all taxation, pres-
ent or future, imposed by authority of the obligor or its possessions
or by any political or local taxing authority within the British Em-
pire whenever, so long as and to the extent that the beneficial owner-
ship of this obligation is in (A) the Government of the United
States or (B) a person or association neither domiciled nor ordi-
narily resident in the United Kingdom of Great Britain and Ireland
or (C) a corporation not organized under the laws of the United
Kingdom of Great Britain and Ireland.

From tihe to time on or after the 15th day of April, 1924, at the
request of the holder of this obligation, the obligor, at the United
States Treasury, Washington, will convert all or any part of the
principal amount of this obligation into:

(1) An equal principal amount of engraved obligations bearing
interest at the same rate as the principal amount converted, and
substantially in the form indicated in Exhibit A, hereto attached,
payable to bearer and negotiable by delivery, with interest coupons
attached, in denominations of $50, $100, $500, and $1,000 or regis-
tered as to principal and interest and in denominations of $100, $500,
$1,000, $5,000, $000, $,$50,000 and $100,000; and/or

(2) An equivalent principal amount, at the fixed rate of exchange
of $4.8665 to the pound sterling, of engraved obligations bearing
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interest at the same rate as the principal amount converted,. and sub-
stantially in the t rm indicated in Exhibit B, hereto attached, pay-
able to bearer and negotiable by delivery, with interest coupons
attached, in denominations of 100 pounds, 500 pounds, 1,000 pounds,
and 5,000 pounds, or registered as to principal and interest and in
denominations of 50 pounds, 100 pounds, 500 pounds, 1,000 pounds,
10,000 pounds, and 50,000 pounds.

At the option of the holder of this obligation, to be exercised by
such holder at the time of the making of each request for conversion,
the obligations into which at any time the principal of this obliga-
tion, or any part thereof, shall be so converted may carry the deferred
interest not theretofore .paid, and/or participation in the sinking
fund payments payable as hereinafter provided; othe wise, such de-
ferred interest and/or such sinking fund payments shall remain pay-
able upon and in accordance with the terms of this obligation, not-
withstanding any such conversion.

Upon any such conversion notation shall be made on this obligation
that the principal amount thereof has been reduced, as of the date
from which the obligations issued on such conversion shall bear in-
terest, by an amount equal to the aggregate principal amount of ob-
ligations payable in dollars and equivalent at the rate aforesaid to
the aggregate principal amount of obligations payable in sterling
money issued upon such conversion; ari appropriate notation sball
also be made on this obligation to indicate whether the deferred in-
terest remaining unpaid at the time of such conversion, and/or par-
ticipation in the sinking fund payments payable as hereinafter pro-
vided are carried by the obligations received upon any such eonver-
sion or remain payable in accordance with the terms of this obliga-
tion. In case*the principal amount of this obligation, or any part
thereof, shall be converted into obligations substantially in the form
indicated in Exhibit B, hereto attached, the obligor, forthwith and
as often as any such conversion shall be made, will cause to be pro-
mulgated all such rules, regulations and orders as are usual and
requisite to enable the bonds into which such conversion shall be
made to be sold and dealt in in Great Britain and will use its good
offices to secure that said bonds shall be listed on the London Stock
Exchange.

The obligor, howevre, in lieu of making any conversion so re-
quested, by giving notice of its election so to do within 10 days
of the making of such request for conversion, may, in the manner
hereafter provided, pay and redeem a principal amount of this obli-
gation equal to the aggregate of the principal of the obligations
called for by such request for conversion. After the payment in
full of the deferred interest, the obligor, at its option, by giving
notice of its election so to do. may, in the manner hereafter pro-
vided, pay and redeem the principal amount of this obligation, or
any part thereof, unless and except to the extent tlit if said prin-
cipal amount has been specified in any such request for conversion
made prior to the giving of notice of such election of payment and
redemption.. Written notice of any such election by the obligor
shall be delivered to the holder of this obligation and shall specify
a date for such redeniption and payment not later than 6 months
from the date of such delivery. Within 20 days after the receipt

El I "
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of any such notice of election, the holder of this obligation may,
by notice to the obligor, determine upon and fix any date or dates
for such redemption and payment, at one time or in installments,
not later, however, than 12 months after the date specified in such
election.

On the date or dates so fixed, at the option of the holder of this
obligation, there shall become due and be payable, and the obligor
shall have the right to pay and redeem, the principal amount of this
obligation specified in any such election, and in the installments, if
any, fixed by any such determination, together with accrued interest
thereon to the date or dates of payment thereof, including all de-
ferred interest upon such principal amount.not theretofore paid; pro-
vided, however, in case the holder of this obligation shall within
60 days after the receipt of any such notice of election give notice
to the obligor of its determination to receive all or any part of the
sums payable upon any such redemption in Liberty bonds of the
United States, then and in that event the obligor, to the extent so
specified, shall be entitled only and shall be obligated to effect such
payment and redemption in such Liberty bonds taken at par and
accrued and unpaid interest. If said principal amount shall be paid
by the obligor in the manner and on the date or dates fixed as herein
provided, interest on such principal amount shall thereafter cease.

In order to enable the holder of this bond, until its payment in
full, at its election to prevent or curtail the export of gold from the
United States of America, the obliger, from time to time, upon the
request of the holder of this bond delivered at the British Embassy
in Washington, during such period or periods as shall be specified
in any such request, will freely and publicly offer for sale in New
York City demand sterling drafts on London at the* equivalent of
$4.87) United States gold of the present standard of weight and fine-
ness to the gold pound sterling of the present standard of weight
and fineness, and during such periods will sell such drafts to all
bidders at said price, and forthwith, upon the receipt of the proceeds
of all such sales, will pay the same to the holder of this obligation,
to be by it applied toward the payment of, first, the total amount
then unpaid of deferred interest, whether wholly or in part due or
not yet due by the terms hereof; and, second, the principal amount
of this bond, in dollars, and interest will be aj usted accordingly.

To provide for the partial amortization before maturity of the
principal of this obligation the obligor shall make the following
payments, termed sinking-fund payments, at the times hereinafter
designated, to be applied upon the principal amount of this obliga-
tion.

(a) On the 15th day of October, 1928, and on each and every in-
terest payment date thereafter, to and including the 15th day of
April, 1938, an amount equal to the difference between 24 per cent,
computed upon the tum of $1,467,500,000, and 24 per cent, computed
as of each date upon which such sinking-fund payment is to be made
upon the principal amount of this obligation remaining outstanding
and unpaid upon each of said respective dates; and

(b) n addition to the payments provided in subdivision (a) on
October 15, 1928, the sum of $3.68,750; on April 15, 1929, the sum
of $8,668,750; on October 15, 1929, the sum of $3,668,750; on April
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15, 1930, the sum of $3,668,750; on October 15, 1930, the sum of
$7,837,500; on April 15, 1931, the sum of $7,337,500; on October 15,
1931 the sum of $7,337,500; on April 15, 1932, the sum of $7,337,500;
on October 15, 1932, the sum of $7,337,500; on April 15, 1933, the
sum of $7,337,500; on October 15, 1938, the sum of $7,337,500; on
April 15, 1934, the sum of $7,337,500; on October 15, 1934, the sum of
$7,337,500; on April 15, 1935, the sum of $7,337,500; on October 15,
1935 the sum of $7,337,500; on Apri! 15, 1936, the sum of $7,337,500;
on October 15, 1937, the sum of $7,337,500; on April 15, 1937, the
sum of $7,337,500; on October 15, 1937, the sum of $7,337,500; and
on April 15. 1938, the sum of $7,337,500.

The aforesaid sinking-fund payments shall be made in gold coin of
the United States of the present standard of weight and fineness at
the Treasury of the United States in the city of Washington or at
the Subtreasury of the United States in the city of New York. or, at
the option of the holder hereof, at the Bank of England in the city
of London, England, in gold pounds of Great Britain of the present
standard of weight and fineness at the fixed rate of exchange of dollars
gold 4.8065 to the gold pound sterling. Appropriate notation will
be made on this obligation of all payments made on account of the
principal thereof. No reduction in the principal amount of this
obligation subsequent to April 15, 1922, shall in anywise affect or
impair the obligation of the obligor to make payment of the full
amount of the deferred interest as hereinabove provided, and not-
withstanding any such payment on account of the principal amount
the obligation of the obligor to make payment of the deferred interest
as hereinabove provided shall remain in full force and effect.

The obligor, not less than three days before there shall 'become
payable on this obligation any amount for principal and/or interest,
current and/or deferred, and whether as sinking-fund payment or
through election of redemption in lieu of conversion or otherwise
(except amounts required to be paid on account of this obligation
resulting from the sale of demand starling drafts on London) for
the purpose of making such payments, will deposit the amounts
required therefor at the Tleasury of the United States in the city
of Washington or at the Subtreasury of the United States in the -
city of New York.

If and whenever any of the bonds of the United States issued
under authority of the acts of Congress, known, respectively, as the
second, third, and fourth Liberty bond acts, or any bonds issued in
conversion of any said bonds shall he converted into other bonds
of the United States bearing a higher rate of interest than 4.1 per
cent per annum, then and in every such event a proportionate prin-
cipal amount of this obligation shall be by the obligor converted par
for par at the Treasury of the United States in the city of Wash-
ington into an obligation bearing interest at a rate exceeding that
previously borne by this obligation by the same amount as the in-
terest rate of the bonds of the United States issued'unpon such con-
version exceed the interest rate of 4.1 per cent, but not less than the
highest rate of interest borne by such bonds of the United States,
and in other respects identical with this bond. Every such conver-
sion shall be made as of the date when the bonds of the United
States were converted into bonds bearing such higher rate of interest,
and interest will be adjusted accordingly.
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So long as this obligation remains the property of the Govern-
ment of the United States of America, any notice, request, election,
or consent under the hand of the Secretary of the Treasury of the
United States shall be deemed and taken as the notice, request,
election, or consent of the holder of this obligation, and shall be suf-
ficient if delivered at the British Embassy, Washington; and any
notice, request, or election to the Government of the United States
shall be delivered to the Secretary of the Treasury at the United
States Treasury in Washington.

This obligation bears date April 15, 1919.
For the governmentt of the Kingdom of Great Britain and Ireland

EXHIBIT A.

(Form of coupon bond payable in dollars.)

$----- No, ----

The Government of the Kingdom of Great Britain and Ireland con-
verted -- per cent gold bonds maturing October 15, 1938.

Series -----

The Government of the United Kingdom of Great Britain and
Ireland (hereinafter termed the obligor), for value received, prom-
ises to pay to bearer, or if this bond be registered then to the regis-
tered holder hereof, the sum of -------- dollars on the fifteenth
day of October, 1938, and to pay interest on said principal sum from
the fifteenth day of ...----- 19--, at the rate of ..- per centum
per annum. payable on the fifteenth day of ..------. . 19--, and
semiannually thereafter on the fifteenth days of April and October
in each year, but only upon the presentation and surrender of the
coupons for such interest, hereto attached, as severally they mature.
(In case the converted bonds of this series are to carry all or any
part of the deferred interest mentioned in the original obligation,
appropriate provisions dealing with such deferred interest will be
inserted here.)

The principal and interest of this bond will be paid in gold coin
of the United States of America of the standard of weight and fine-
ness existing on the fifteenth day of April, 1919, at the office or
agency whiEh the obligor will establish and maintain for that pur-
pose, until the payment of all bonds of this series, in the Borough
of Manhattan, city of New York, N. Y., or, at the option of the
holder of this bond, said principal and interest will be paid in the
city of London, England, in gold pounds sterling of Great Britain
of the standard of weight and fineness existing on the fifteenth day
of April. 1919, at the fixed rate of exchange of $4.86 to the gold
pound sterling. The principal and interest of this bond will be
paid without deduction for and shall be exempt from any and all
taxation, present or future, imposed by authority of the obligor or
its possessions, or by any political or local taxing authority within
the British Empire.
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This bond is one of a series of Converted ---- per .cent gold
bonds of the obligor maturing October 15, 1938, Series -- , aggre-
gating $-------. in principal amount, bearing distinctive serial
numbers and consisting of coupon bonds in the denominations of
$50, $100, $500, and $1,000, and of fully registered bonds without
coupons in the denominations of $100, $500, $1,000, $5,000, $10,000,
$50,009, and $100,000. Under such reasonable regulations as the
obligor shall prescribe and at its office or agency aforesaid, bonds of
this series of different authorized denominations, and as well coupon
and registered bonds, will be interchangeable, in equal aggregate
principal amounts, upon payment, if the obligor shall require, of a
charge not exceeding $1, for each new bond issued. This bond may
be registered as to principal in the name of the holder upon presen-
tation of the same for such purpose at the aforesaid office or agency
of the obligor for notation of such registration thereon; after such
registration no transfer shall be valid unless made by the registered
owner in person or by his duly authorized attorney and similarly
noted hereon, but transferability by delivery may be restored by
transfer to bearer and like notation thereof hereon; no such registra-
tion shall affect the transferability of the annexed coupons, which will
continue to be payable to bearer.

(In case the converted bonds of this series are to participate in the
benefit of all .or any part of the sinking fund payments mentioned
in the original obligation appropriate provisions dealing with such
sinking fund payments will be inserted here.

For the Government of the United Kingdom of Great Britain and
Ireland:

I$e d (Form of Coupon.)
$.------ No. -------

On ---------- 15, 19... the Government of the United Kingdom
of Great Britain and Ireland will pay to bearer, at its office or agency
in the city of New York, the sum of .---------. dollars, in'United
States gold coin, or, at the option of the holder, in the city of London,
England, in gold pounds sterling of Great Britain, at the fixed rate
of $4.86 to the pound sterling, being six months interest then due
on its converted ---- per cent gold bond maturing October 15,
1938, series numbered----

For the Government of the United Kingdom of Great Britain and
Ireland:

(Form of Registered Bond payable in Dollars.)

$_.._.., ,* N o. - "~-.
The Government of the Kingdom of Great Britain and Ireland.

Converted ----- per cent gold bonds maturing October 15, 1938.
Series .---

The Government of the United Kingdom of Great Britain and Ire-
land (hereinafter termed the obligor), for value received, promises
to pay to ---------------- ,, or registered assigns, the sum of

---...... . dollars on the fifteenth day of October, 1938, and to
pay interest on said principal sum from the fifteenth day of October
or the fifteenth day of April, next'preceding the date of this bond,
or if this bond be dated as of any October fifteenth or April fifteenth
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then from the date of this bond, at the rate of ----- per centum per
annum, payable semiannually on the fifteenth days of April and
October in each year. (In case the converted bonds of this series
are to carry all or any part of the deferred interest mentioned in the
original obligation, appropriate provisions dealing with such de-
ferred interest will be inserted here.)

The principal and interest of this bond will be paid in gold coin
of the United States of America of the standard of weight and fine-
ness existing on the 15th day of April, 1919, at the office or agency
which the Obligor will establish and maintain for that purpose,
until the payment of all bonds of this series, in the Borough of Man-
hattan, city of New York, N. Y., or, at the option of the holder of
this bond, said principal and interest will be paid in the city of
London, England, in gold pounds sterling of Great Britain of the
standard of weight and fineness existing on the 15th day of April,
1919, at the fixed rate of exchange of $4.86 to the pound sterling.
The principal and interest of this bond will be paid without deduc-
tion for and shall be exempt from any and all taxation, present or
future, imposed by authority of the obligor or its possessions, or
by any political or local taxing authority within the British Empire.

This bond is one of a series of converted ----- per cent gold bonds
of the obligor maturing October 15, 1938, series. aggregating
$...-------. in principal amount, bearing distinctive serial numbers
and consisting of coupon bonds in the denominations of $50, $100,
$500. and $1,000 and of fully registered bonds without coupons in
the denominations of $100, $500, $1,000, $5,000, $10,000, $50,000, and
$100,000. Under such reasonable regulations as the Obligor shall
prescribe and at its office or agency aforesaid, bonds of this series of
different authorized denominations and as well coupon and registered
bonds, will be interchangeable, in equal aggregate principal amounts,
upon payment, if the Obligor shall require, of a charge not exceed-
ing $1 for each new bond issued. This bond is transferable by the
registered holder in person or by attorney duly authorized, upon the
surrender of this bond at the aforesaid office or agency of the Obligor
and a new registered bond, or bonds of like aggregate principal
amount and carrying interest from the same date as that from which
the registered bond surrendered carried interest, will be issued to the
transferee in exchange therefore upon payment, if the obligor shall
require, of a charge not exceeding $1 for each new bond issued.

(In case the converted bonds of this series are to participate in the '
benefit of all or any part of the sinking fund payments mentioned in
the Original Obligation, appropriate provisions dealing with such
sinking fund payments will be inserted here.)

Dated ------ , 19...
For the Government of the United Kingdom of Great Britain and

Ireland.
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[Draft of May 10.]

SCHEDULE 2.

The Government of the United Kingdom of Great Britain and Ire-
land 5 per cent convertible gold obligation bearing date April 15,
1919, maturing October 15, 1938. Principal amount $1,467,500,000.
Series E.
The Government of the United Kingdom of Great Britain and Ire-

land (hereinafter termed the obligor), for value received, promises
to pay to the Government of the United States of America, or as-
signs, the sum of one billion four hundred sixty-seven million five
hundred thousand dollars ($1,467,500,000) on the fifteenth day of
October, 1938, and to pay interest on said principal amount at the
rate of five per centun (5%) per annum from the fifteenth day of
April, 1919 at the times and otherwise as hereinafter provided. The
payment of interest accruing on this obligation up to the fifteenth
day of April, 1922, is postponed without compounding interest and,
save except and to the extent hereafter provided, no interest upon
this obligation shall be payable prior to the fifteenth day of October,
1922. The interest accruing during said three-year period is herein-
after termed the deferred interest. On the fifteenth day of October,
1922, and on each and every fifteenth day of April and fifteenth day

, of October thereafter during the life of this obligation (said dates
being designated as the interest-payment dates), a semiannual in-
stallment of interest shall become due and payable on this obligation
equal to two and one-half per centum (24%) of the principal thereof.

The deferred interest, aggregating fifteen per centum (15%) of
the principal of this obligation shall become due and payable as
follows: Installments of one-quarter of one per centum (*%) of the
principal amount of this obligation on each and every of the interest-
payment dates from the fifteenth day of October, 1922, to the fif-
teenth day of April, 1924, both dates inclusive; of one-half of one
per centum (1%) of the principal amount of this obligation on each
and every of the interest-payment dates from the fifteenth day of
October, 1924, to the fifteenth day of April, 1926, both dates inclu-
sive; and of three-quarters of one per centum (Q%) of the principal
amount of this obligation on each and every of the interest-payment
dates from the fifteenth day of October, 1926, to the fifteenth day
of April, 1934, both dates inclusive: Provided, however, that if for
any thirty-day period prior to the payment of all of the said install-
ments of deferred interest the average dollar-buying cable rate for
sterling in New York, as fixed by the Federal Reserve Bank of
New York City at noon each business day, shall equal or be in excess
of $4.84 United States gold of the present standard of weight and
fineness to the gold pound sterling of the present standard of weight
and fineness, then there shall become due and payable on the fifteenth
day of the next succeeding calendar month the total amount remain-
ing unpaid of the deferred interest which has accrued up to the date
so fixed for payment, and if any such payment shall so become due
prior to the fifteenth day of April, 1922, then and in that event the
remaining deferred interest shall be and become due up to and be
payable upon each and every fifteenth day of April and fifteenth
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day of October during said three-year period subsequent to the date
upon which any such payment shall so become due.

Both principal and interest of this obligation will be paid in gold
coin of the United States of America, of the present standard of
weight and fineness, at the Treasury of the United States in the
city of Washington or at the Subtreasury of the United. States in
the city of New York, or, at the option of the holder hereof, at the
Bank of England in the city of London, England, in pounds ster-
ling of Great Britain, at the fixed rate of exchange of dollars gold
of the present standard of weight and fineness 4.8665 to the gold
pound sterling of the present standard of weight and fineness.

The principal and interest of this obligation will be paid without
deduction for, and shall be exempt from, any and all taxation, pres-
ent or future, imposed by authority of the obligor or its possessions
or by any political or local taxing authority within the British
Empire whenever, so long as and to the extent that the beneficial
ownership of this obligation is in (A). the Government of the United
States, or (B) a person or association neither domiciled nor ordi-
narily resident in the United Kingdom of Great Britain and Ireland,
or (C) a corporation not organized under the laws of the United
Kingdom of Great Britain and Ireland.

From time to time on or after the fifteenth day of April, 1924, at
the request of the holder of this obligation, the obligor, at the United
States Treasury, Washington, will convert all or any part of the
principal amount of this obligation into-

(1) An equal principal amount of engraved obligations bearing
interest at the same rate as the principal amount converted, and sub-
stantially in the form indicated in Exhibit A, hereto attached, pay-
able to bearer and negotiable by delivery, with interest coupons at-
tached, in denominations of $50, $100, $500 and $1,000, or registered
as to principal and interest and in denominations of $100, $500,
$1,000, $5,000, $10,000, $50,000 and $100,000; and/or

(2) An equivalent principal amount, at the fixed rate of exchange
of dollars gold of the present standard of weight and fineness
4.8665 to the gold pound sterling of the present standard of weight
and fineness, of engraved obligations bearing interest at the same
rate as the principal amount converted, and substantially in the
form indicated in Exhibit B, hereto attached, payable to bearer
and negotiable by delivery, with interest coupons attached, in
denominations of 100 pounds, 500 pounds, 1,000 pounds, and 5,000
pounds, or registered as to principal and interest and in denomina-
tions of 50 pounds, 100 pounds, 500 pounds, 1,000 pounds, 10,000
pounds and 50,000 pounds.

At the option of the holder of this obligation, to be exercised by
such holder at the time of the making of each request for conversion,
the obligations into which at any time the principal of this obliga-
tion, or any part thereof, shall be so converted may carry the de-
ferred interest not theretofore paid, and/or participation in the
sinking fund payments payable as hereinafter provided; otherwise
such deferred interest and/or such sinking fund payments shall
remain payable upon and in accordance with the terms of this obliga-
tion, notwithstanding any such conversion.
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Upon any such conversion notation shall be made on this obliga-
tion that the principal amount thereof has been reduced, as of the
date from which the obligations issued on such conversion shall bear
interest, by an amount equal to the aggregate principal amount of
obligations payable in dollars and equivalent at the rate aforesaid
to the aggregate principal amount of obligations payable in sterling
money issued upon such conversion; and appropriate notation shall
also be made on this obligation to indicate whether the deferred
interest remaining unpaid at the time of such conversion and/or
participation in the sinking fund payments payable as hereinafter
provided are carried by the obligations received upon any such con-
version or remain payable upon and in accordance with the terms
of this obligation. In case the principal amount of this obligation,
or any part thereof, shall be converted into obligations substantially
in the form indicated in Exhibit B; hereto attached, the obligor,
forthwith and as often as any such conversion shall be made, will
cause to be promulgated all such rules, regulations, and orders as are
usual and requisite to enable the bonds into which such conversion
shall be made to be sold and dealt in in the United Kingdom of
Great Britain and Ireland and will use its good offices to secure
that said bonds shall be listed on the London Stock Exchange.

The obligor, however, in lieu of making any conversion so re-
quested, by giving notice of its election so to do within 10 days of
the making of such request for conversion, may, in the manner here-
after provided, pay and redeem a principal amount of this obliga-
tion equal to the aggregate of the principal of the obligations called
for by such request for conversion. After the payment in full of the
deferred interest, the obligor, at its option, by giving notice of its
election so to do, may, in the manner hereafter provided, pay and
redeem the principal amount of this obligation, or any part thereof
(but if a part not in amounts less than $100,000,000 or its equiva-
lent) unless and except to the extent that said principal .amount
has been specified in any such request for conversion made prior to
the giving of notice of such election of payment and redemption.
Written notice of any such election by the obligor shall be delivered
to the holder of this obligation and shall specify an interest payment
date for such redemption and payment not less than three months
nor more than six months subsequent to the date of delivery of such
notice of election.

Within 20 days after the receipt of any such notice of election,
the holder of this obligation may, by notice to the obligor, determine
upon and fix any date or dates for such redemption and payment,
at one time or in installments, not later, however, than 12 months
after the date specified in such election. On the date or dates so
fixed, at the option of the holder of this obligation, there shall be-
come due and be payable, and the obligor shall have the right to pay
and redeem, the principal amount of this obligation specified in any
such election, and in the installments, if any, fixed by any such de-
termination, together with accrued interest thereon to the date or
dates of payment thereof, including all deferred interest upon such
principal amount not therefore paid; provided, however, in case the
holder of this obligation shall within 60 days after the receipt of
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any such notice of election give notice to the obligor of its determina-
tion to receive all or any part of the sums payable upon any such
redemption in Liberty bonds of the United States, then and in that
event the obligor, to the extent so specified, shall be entitled only
and shall be obligated to effect such payment and redemption in such
Liberty bonds taken at par and accrued and unpaid interest. If
said principal amount shall be paid by the obligor in the manner
and on the date or dates fixed as herein provided, interest on such
principal amount shall thereafter cease.

In order to enable the holder of this bond, until its payment in
full, at its election to prevent or curtail the export of gold from the
United States of America, the obligor, from time to time, upon the
request of the holder of this bond delivered at the British Embassy
in Washington, during such period or periods as shall be specified in
any such request, will freely and publicly offer for sale in New York
City demand sterling drafts on London at the equivalent of $4.87j
United States gold of the present standard of weight and fineness to
the gold pound sterling of the present standard of weight and fine-
ness, and during such periods will sell such drafts to all bidders at
said price and forthwith, upon the receipt of the proceeds of all such
sales, will pay the same to the holder of this obligation, to be by it
applied towards the payment in dollars of first, the total amount
then unpaid of deferred interest, and, second, the principal amount
of this bond, and interest will be adjusted accordingly.

To provide for the partial amortization before maturity of the
principal of this obligation the obligor shall make the following
payments termed sinlkng fund payments at the times hereinafter
designated, to be applied upon the principal amount of this obli-
gation.

(a) On the 15th day of October, 1928, and on each and every
interest payment date thereafter to and including the 15th day of
April, 1938, an amount equal to the difference between 2. per cent,
computed upon the sum of $1,467,500,000, and 2j per cent, computed
as of each date upon which such sinking fund payment is to be made
upon the principal amount of this obligation remaining outstanding
and unpaid upon each of said respective dates; and

(b) In addition to the payments provided in subdivision (a) on
October 15, 1928, the sum of $3,668,750; on April 15, 1929, the sum
of $3,668,750; on October 15, 1929, the sum of $3,668,750; on Apil
15, 1930, the sum of $3,668,750; on October 15, 1930, the sum of
$7.3337500; on April 15, 1931, the sum of $7,337,500; on October 15,
1931 the sum of $7,337,500; on April 15, 1932, the sum of $7,337,500;
on October 15, 1932, the sum of $7,337.500; on April 15, 1933, the
sum of $7,337,500; on October 15, 1933, the sum of $7.337,500; on
April 15, 1934, the sum of $7,337,500; on October 15, 1934, the sum
of $7,337,500; on April 15, 1935, the sum of $7,337,500; on October
15, 1935, the sum of $7,337,500; on April 15, 1936, the sum of
$7,337,500; on October 15, 1936, the sum of $7,337,500; on April 15
1937, the sum of $7,337,500; on October 15 1937, the sum of
$7,337,500; and on April 15, 1938, the sum of $7,337,500.

The aforesaid sinking-fund payments shall be made in gold coin
of the United States of the present standard of weight and fineness
at the Treasury of the United States in the city of Washingon or at
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the Subtreasury of the United States in the city of New York, or, at
the option of the holder hereof at the Bank of England in the city
of London, England, in gold pounds sterling of Great Britain at the
fixed rate of exchange of dollars gold of the present standard of
weight and fineness 4.8665 to the gold pound sterling of the present
standard of weight and fineness. Appropriate notation will be made
on this obligation of all payments made on account of the principal
thereof. No reduction in the principal amount of this obligation
shall in any wise affect or impair the obligation of the obligor to
make payment of the full amount of the deferred interest as here-
inbefore provided, and notwithstanding any such payment on ac-
count of the principal amount the obligation of the obligor to make
payment of the deferred interest as hereinbefore provided' shall re-
main in full force and effect.

The obligor, not less than three days before there shall become
payable on this obligation any amount for principal and/or interest,
current and/or deferred, and whether as sinking fund payment or
through election of redemption or otherwise (except amounts re-
quired to be paid on account of this obligation resulting from the
sale of demand sterling drafts on London) for the purpose of mak-
ing such payments, will deposit the amounts required therefor at the
Treasury of the United States in the city of Washingtoni, or at the
Subtreasury of the United States in the city of New York.

If and whenever any of the bonds of the United States issued
under authority of the acts of Congress known, respectively, as the
second, third, and fourth Liberty bond acts, or any bonds issued, in
conversion of any said bonds, shall be converted into other. bonds
of the United States bearing a higher rate of interest than 44 per
cent per annum, then and in every such event a proportionate prin-
cipal amount of this obligation shall be by the obligor converted
par for par at the Treasury of the United States in the city of Wash-
ington, into an obligation bearing interest at a rate exceeding that
previously borne by this obligation by the same amount as the in-
terest rate of the bonds of the United States issued upon such con-
version exceed the interest rate of 41 per cent, but not less than the
highest rate of interest borne by such bonds of the United States,
and in other respects identical with this bond. Every such conver-
sion shall be made as of the date when the bonds of the United States
were converted into bonds bearing such higher rate of interest, and
interest will be adjusted accordingly.

So long as this obligation remains the property of the Government
of the United States of America, any notice, request, election or con-
sent under the hand of the Secretary of the Treasury of the United
States shall be deemed and taken as the notice, request. election or
consent of the holder of this obligation, and shall be sufficient if de-
livered at the British Embassy, Washington; and any notice, request,
or election from or by the obligor shall be delivered to the Secretary
of the Treasury at tle United States Treasury in Washington.

This obligation bears date April 15, 1910.
For the Government of the Kingdom of Great Britain and Ireland.
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WADSWOwTH EXHIBIr No. 8.

[Draft of May 18.]

Regarding claims by British Treasury for reimbursement in dollars
for expenditures on behalf of France, Italy, Belgium, and C. R. B.

I.

(a) The claims of the British Treasury against France for dollar reimburse.
ment for the year 1918-1919 are summarized as follows:

Cereals--.-----..-.....----
Sugar ..---..... ............-- ..
Arbitrage --.....---...... ..---
Meat ------ ----- ----
Freight and insurance---........
Ministry of munitions ---.......
Miscellaneous goold.m-------.....

$344,041, 786. 44
58, 741, 487. 85
50,708, 565.75

152,119,775.32
249, 586,090.69
98, 698, 381.09
53, 719, 842.97

$1,008, 165, 930.11
(b) The United States Treasury is unwilling to make dol-

lar advances for reimbursement purposes on the following
items of this claim:

(1)
(2)
(3)
(4)
(5)

(8)

(9)

(10)

(11)
(12)
(13)

Chinese ex-eeiny vessels..-------. $120, 215.32
Sulphate of coppler........------ 14, 577, 51. 33
Cotton--------------------- 1,0, 983. 37
Miscellaneous -----.----------.. 8, 349,970.00
i C. R. B. neutral vessels

($10.059,672.54) ---.....-------.. 3, 33. 224.18
A neutral ;''.iTh ($07,789,034.08) - 22, 590, 344. 99
Srequisitioned neutrals

($00,385,879.97) ... ........... 30. 128, 459. o9
& d sbu r s ements in Chile

($222,525.50) ..--- -_ - - 74, 175. 17
I losses on rEquiitltoned neutrals

($17,912,920.82) - -....... --- 5, 970. 75.44
Norwegian insurance

($56,145,553.95)-------------- 18, 715, 184. 65
I nitrate of soda (.$9.902,268.76) -_ 3, 300. 750.25
SGrangesherg iron (84.342,722.51) - 1,447. 574. 17
& Icelandi fish ($275,452.82)-....-- 91,817. 61

119, 393, 532. 47
" " - > ' 1 *

(c) Accordingly the total aggregate of claims aug:nst
France which the United States Treasury is willing to recog-
nize as proper basis for United States Treasury advances
for dollar reimbursement purposes is------------------ 888.772, 397.64

(d) France has already paid the British Treasury for %
dollar reimbursement out of loans from United States
Treasury --------------..---- --- --. 926,000, 000.00

(e) Making overpayment by France of.-------------- 37-- , 227,602. 86

II.

(a) The claims, exclusive of those for cereals, of the British Treasury against
Italy for dollar. reimbursement for the year 1918-19 are summarized as follows:

(1-2) Manila hemp---------------- -- $505, 422. 76
(3) Frozen meat-...-----.. .----..... - 535,871.90

(4-5) Admiralty dollar claims..------. . 1,302,599. 29
(6) War office dollar cluims--------- 4,614.98
(7) Bacon and lard, ex S. S. Brodholme 746,280.84
(8) Bacon and hams, ex stores U. K_. 690,576.64
(9) Morgan's adjustment for final accts 320,125.21

.(10) Ministry of Shipping U. S. A. dis-
bursements ----- -------.- -- 708,968.06

(1)
(2)
(3)
(4)
(5)
(0)
(7)
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(11)

(12)
(18)
(14)

Ministry of Munitions, general
claims.----........ -------- $14.632, 956.47

Nitrocellulose ---------------- 4,266,100.42
Six-inch shell---..- ------..--- 9,268,922. 00
Miscellaneous further claims-- . 3, 869,886. CO

ri

(e) Accordingly the net total for which United States
Treasury is willing to recognize as proper basis for United
States Treasury advances for dollar reimbursement pur-
poses Is---------------------.........

(a) The claims of the British Treasury against Belgium
for dollar reimbursement for expenditures on behalf of the
Belgian Government in the year 1918-19, as set forth
with Mr. G. 0. May's report to the United States Treasury
dated July 10, 1919, agreed to by Mr. B. P. Blackett's letter
to Assistant Secretary of the Treasury Rathbone dated
1st December, 1919, aggregate-- -------- $6, 504, 870.23

Add claim for cargo S. S. Frankmere.---- 644, 888. 81

(b) The United States Treasury is unwilling to make
dollar advances for reimbursement purposes on the following
items of this claim:

(1) Nitro cellulose --------------- $923,602.80
(2) Nitrate of soda.--------- ---- 8---- 02,485.98
(8) General orders --.-------------- 971, 686. 93

(c) Accordingly the total aggregate of claims for which the
United States Treasury is willing to recognize as
proper basis for United States Treasury advances to
the Belgian Government for purpose of dollar reim-
bursement for expenditures by Great Britain on behalf
of the Belgian Government is.------------

[

IV.

(a) The claims of British Treasury against the Commission for Relief in
Belgium for dollar reimbursement by the Belgian Government for expenditures
in the year 1918-19 by Great Britain on behalf of the C. R. B. are summarized
as follows:

(1) R. C. on W. S. claim---.. -------.. . $8, 612,261.81
(2) M. of F. for bacon and lard----.... 1, 611,545.61
(8) Rations------------- -------- 8,294,258.78
(4) Biscuits as rat!ons--------------- 81,252.04
(5) Cotton, etc ------ -------------- 573,266.88
(6) 1917, ministry of shipping ----- 1, 724, 506.75
(7) 1917, ministry of food...-.- --------- 169, 858.19

$11, 366, 40.06
(b) The United States Treasury is unwilling to make dol-

lar advances for reimbursement purposes on the following
items of this claim:

(1) Cotton goods, cotton, etc---... ----.. $578,266.88
(2) 1917 ministry of shipping..------ 1,724, 506.75
(8) 1917 ministry of food ...----..---.. 169, 858.19

2, 467, 626.82
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(b) The United States Treasury is unwilling to make
dollar advances for reimbursement purposes on items of the
miscellaneous further claims aggregating-----------

(c) Accordingly the total aggregate of claims against Italy
which the United States Treasury is willing to recognize as
proper basis for United States Treasury advances for dollar
reimbursement purposes subject to deductions hereafter set
forth is--........ ---------- -; --.---------

(d) But Italy is entitled to credit for the following items*
(1) Credit outstanding in Italy's favor. $2, 272, 50. 67
(2) Shell steel balance on hand-------- 269,005.67
(3) Overpayment on cereal shipments

-118-19------------..------ 17,097,306.32

•$6, 970, 914. 57

686,975.00

36, 33, 939.57

19,638, 875.66

16,695,0638.91

7,149,259.04

2,197,725.71

4,951, 583.33
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(e) Accordingly the total aggregate of claims against
C. It. B. which the United States Treasury is willing to
recognize as proper basis for United States Treasury ad-
vances to the Belgian Government for dollar reimburse-
reimbursement for expenditures by Great Britain on behalf
subject to deduct ons hereafter set forth, is.------.--- ---

(d) (C . B. is entitled to credit for counterclaim against
(Greit Britain for charter hire amounting to...--.......

(c) Net total of claims which United States Treasury
I. willing to recognize as proper basis for United States
advances to the Belgian Government for purpose of dollar
reimbursement for expend.tures by Great Brita n on behalf
of C. It. B------ -- ---------------------

$8,899,313.24

2, 167,052.80

6, 732, 260. 4

The United States Treasury accordingly is prepared to make advances for
dollar reimbursement purposes to the respective Governments upon their re-
spective requests and against the r respective duly executed obligations as
follows:

(1) To Italy ----------------- $16,695,068.91
(2) To Belgium (for expenditures on

behalf Belgian Govt.)--------- 4,951, 38. 33
(3) To Belgium (for expenditures on

behalf C. R. B. if required by the
C. It. B. to meet such claims).... 6, 732, 200. 44

2, 378, 57. .8

VI.

Certain claims of the British Treasury against the Comm.ssion for Relief
in Belgium, aggregating $2,467,620.82 are to be paud by the C. R. B. from sur-
plus funds in its possession.

VII.

The British Treasury will credit upon its respective claims for dollar reim-
Iursement the amounts paid to the British Treasury by Italy, Belgium, and
C. R. B. as contemplated by paragraphs V and VI. The Brit'sh Treasury will
forthwith pay to the Secretary of the United States Treasury the sum of
$6,381,117.86. and, in addition, forthwith upon the receipt of said respective.
an:ounts from Italy, Belgium, and the C. R. B., the Brit'sh Treasury will pay
the same to the Secretary of the United States Treasury, to be applied by him
upon the obligations of the Government of France acquired and held by the
Secretary of the United States Treasury by virtue of the authority of the
Liberty Loan acts of the Congress of the United States subsequent to the
First Liberty Loan act. Such sums shall be applied to pay the principal of obli-
gations with accrued interest thereon to date of payment.

VIII.

(0) No further or other claims for dollar reimbursement shall be made by
the British Treasury and the foregoing arrangement as between the United
States Treasury and the British Treasury shall be deemed a tinal settlement and
disposition of all claims for dollar reimbursement whether or not heretofore
put forward.

(b) If upon any checking or recasting of the respective accounts between the
British Treasury and France, Italy, Belgium and the Commission for Relief
of Belgium, respectively, it should appear that any of Great Britain's claims
for dollar reimbursement recognized by the United States Treasury as a basis
for dollar reimbursement, or which has been included in the said claim for
dollar reimbursement recognized by the C. R. B., are Inaccurate, in that the
correct amount has been exceeded by the claim as made and accepted in this
arrangement, then the dollar amount of such excess, instead of being repaid
to the debtor against whom the excessive claim was made or applied to any
other claim held by the British Treasury against that debtor, shall be paid
by the British Treasury to the Secretary of the Treasury to be by him applied
towards the payment of obligations of such debtor acquired and held by the
Secretary of the United States Treasury by virtue of the authority of the
Liberty Loan Acts of the Congress of the United States subsequent to the
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Armenia' ........
Austria.............
Belgium ...........
Cuba '..............
Czechoslovakia .....
Finland ..........
Franc .............
Germany............
Great Britain.......
Greece .............
Bungary 1.........
Italy ..............
Latva.............
Liberia .............
Lithuania'.........
Poland...........
Rumania ..........
Russia ............
Serbs, Croats, and

Slovenes.

Unit of currency.

Franc..........
Krone..........
Franc..........
Peso...........
Krone..........
F. mark.........
Franc...........
Mark...........
£...............
Drachma........
Krone...........
Lira..........
Ruble..........
Dollar ..........
Mark............
..... do........
Leu..........
Ruble..........
Leu.............

Date.

First8monthsl919..............
Mar. 31,1919....................
Dec.31,1919..................
Aug. 1, 1918.................
1919.............................

Sept. 0,190....................
Mar.31 1920ar. 31,1920 ...................
Mar.31, 190 ....................Mar. 31,1920 ....................
Jan. 1, 1921.......... .......
Dec. 31, 1919..................
1919...........................
Sept. 30,1918 ....................

D0c. 31, 1919 ...................
..... do ..........................
Sept. 1, 1917..... ........
Jan. 1,1914 ...............

Internal. External. Total.

4.6
...........

17,903.9
30.7

S6,300.0
...........
209,464.0
194,000.0

6,411.5
I IcU. 8

...........
57,888.1

129.1...........
...........
...........
...........
...........
...........

1,687.6
52.9

3,025.0

13,135.0
3,000.0
S1161.8
2,232.3

4.6
83,279.0
19,591.5

83.6
9,325.0
1,972.6

230599.0
197,000.0

7.573.0
3,236.1

54,442.9
78,107.7

237.0
2.1

100.0
8,8038.
9,000.0

32,300.0
14.3

I From unofficial sources.

WADSWORTH EXHIBIT No. 10.

Budget statementsfor 1919 or 1919-20 (or as noted) of certain countries.

(Figures taken from Paper No. IV, Public Finance, in connection with the International Financial Con-
ference held at Brussels, September, 1920, or from the latest official publications available.]

1000,000 omitted.)

Country.

Armenia ..........
Austria.............
Belgium..........
Cuba ..............
Czechoslovakla......
Esthonla ..........
Finland.............
France..............
Germany...........
Great Britain........
Hungary ...........
Italy.......... ...
Latvia .............
Liberia..............
Lithuania..........
Poland.............
Rumania 1 ..........
Russia .............
Serbs, Croates, and

Slovenes...........
Greece............

Unit of
currency.

Franc.........
Krone........
Franc.........
£ .............
Krone........
Marks.........
F. marks.....
Franc.........
Marks.........
£...........
Krone.........
Lira.........
Ruble.........
Dollar........

Marks .........
Leu...........
Ruble........

Period covered.

First five months, 1919....
1919-20...................
............................

i........................
Est.1920 ............

.........................
92. 9.................Est. 1921 ..................192-21....................
E.1......................

1917-1....................

1916-17 ....................
Est. 1919 ..................

Dinar .....................................
Drachma .................................

Revenues.

1.9
6,295.0
2.888.4

12.8
3,709.7

2,750.9
. 1,06.4
11,480.0
17,164.0

S1,425.9
10,470.5
9,820.0
S 52.9

.273

3,127.6
645.7

43,000.0

715.0
469.7

Expendi-
tures.

6.5
16,873.0
8,774.7

10.8
8,615.3
2,750.9
1,566.5

49,132.0

1,195.4
20011.0
32,375.0

175.7
.286

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

15,i189O.7
645.7

230,000.0

1,588.0
1,650.8

Surplus or
deficiency

of receipts.

- 4.6
- 10,578.0
- 480.3
+ 2.0
- 4,905.6
.... i6..........
- 510.1
- 37,662.0
- 44,906.0
+ 230.5
- ,540.5
- 22555.0

- 122.8
+ .017

- 12,062.1
..............

- 843.0
- 1,181.1

I From unotfcial sources.

(The committee thereupon, at 12 o'clock noon, adjourned to meet
at 10.30 o'clock a. m., Thursday, July 21, 1921.)

-- I 1
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First Liberty Loan Act (in the case of the 0. R. B. the application to be made
on such obligations of the Government of Belgium).

WADSWORTH EXHIBIT No. 9.

National debts of certain countries.

(Figures taken from Paper No. IV, Public Finance, in connection with the International Finanuial Cor.:
ference held at Bruisels September; 1920, or from the latest official publdcations available.]

(000,000 omitted.1

Country.
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THURSDAY, JULY 91, 1921.

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 10 o'clock a. m.

in Room 312, Senate Office Building, Washington, D. C., Senator
Boise Penrose presiding.

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, Watson, Calder, Simmons, Reed, and Gerry.

The CHAIRMAN. The committee will come to order.
Mr. Heffelfinger is here, from the Treasury Department an expert

filing clerk, as I am informed. Is that correct, Mr. Heffelfinger
Mr. HEFFELFINGER. I am a filing clerk.
The CHAIRMAN. And you are ready to respond to any question

or inquiry concerning these documents relating to foreign loans.
Pending the arrival of the Treasury officials, the Chair suggests that
you proceed-

Senator WATSON. They are here now, Mr. Chairman.
(Hon. Andrew W. Mellon, Secretary of the Treasury, and Hon.

Eliot Wadsworth, Assistant Secretary of the Treasury, entered the
committee room.)

ADDITIONAL STATEMENT OF HON. ANDREW W. MELLON,
SECRETARY OF THE TREASURY.

The CHAIRMAN. Senator La Follette, will you proceed Just
before you proceed, however: Senator Curtis sends word that he
will not be able to attend the meeting, but desires to be counted as
making up a quorum and in favor of reporting the bill as soon as
possible, favorbl

Now, Senator La Follette, will you kindly proceed
Senator LA FOLLETTE. I have a printed copy of the exhibits pre-

sented by Mr. Wadsworth yesterday, in galley form. I have only
been able to look at the first three or four galleys'since receiving it.

First, I notice, Mr. Secretary, in your letter to Ambassador Geddes
of May 11, that you refer to a conversation had with the Ambassador
on the 2d of May. Will you state to the committee whether that
conversation had reference to these loans

Secretary MELLON. The conversation was on the subject of the
loans.

Senator LA FOLLETTE. State what that conversation was, in
substance.

Secretary MELLON. The preliminary--
Senator LA FOLLETTE. I will just withdraw that and ask you,

Mr. Secretary, if that was the first conversation you had with Mr.
Geddes or any representative of any of the debtor Governments
regarding these foreign loans ?

153
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Secretary MELLON. That was the first, and has been the only one
that I have had with any of the representatives.

Senator LA FOLLETTE. That was on May 2?
Secretary MELLON. On May 2.
Senator IA FOLLETTE. How long did that conversation last ?
Secretary MELLON. It was held at the Department of State.

There were present the Secretary of State and the ambassador, and
I have forgotten the other gentleman's name who was with the
ambassador, and Mr. Wadsworth, and myself.

Senator LA FOLLETrE. Up to that time had you exchanged, by
note or otherwise, any communications with any of the representa-
tives of the foreign Governments who are borrowers from this Gov-
ernment?

Secretary MELLON. I had not.
Senator LA FOLLETTE. So this was your first exchange of views on

the subject of these loans ?
Secretary MELLON. Yes.
Senator LA FOLLETTE. How long did this conversation last?
Secretary MELLON. It was but a short one. It did not develop into

any matters of importance relating to the loans.
Senator LA FOLLETTE. Will you please state, Mr. Secretary, what

brought about the conference at the office of the Secretary of State?
State how it was arranged, in so far as you know.

Secretary MELLON. I had spo oen before that to the Secretary of
State about these obligations and asked him what the procedure
should be to bring about some attention to the obligations, and he
said-

Senator LA FOLLETTE. How early was it that you had that con-
versation with the Secretary of State after coming into the official
position which you how hold ?

Secretary MELLON. As I recall it, it was perhaps two or three
weeks before the actual conference itself. It was shortly before.
Mr. Hughes said that he would mention it to the ambassador, and
that he supposed the natural way would be to arrange a conference,
and then I received word that he had made this appointment for us
to meet.

Senator LA FOLLETTE. Will you please state what took place at
that conference, Mr. Secretary ?

Secretary MELLON. It was a general discussion. I believe it was
more largely on the whole financial situation of the European Govt
ernments, and we did not arrive at or discuss definitely the obligation
of Great Britain itself. The ambassador requested the information
in regard to the status of the claim against Great Britain and any
information that could be given to him, and undertook-

Senator LA FOLLETTE. Did you judge from that, Mr. Secretary,
that he was not in possession of all the facts with respect to the
indebtedness of Great Britain to this country?

Secretary MELLON. I believe that he was familiar with the indebted-
ness, but I would infer that he was not familiar with the details nor
with the details of the negotiations which had gone on, and therefore
he wanted to be posted on the situation; that is, to have it brought
up to date and know just what would be before us to be considered.

Senator IA FOLLETTE. The negotiations that had been thereto-
fore carried on, if I remember your testimony and that of Mr. Wads-
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worth, upon the part of the United States, had been largely conducted
by Mr. Rathbone ?

Secretary MELLON. Yes.
Senator LA FOLLETTE. And on the part of the English Govern-

ment by Mr. Blackett ?
Secretary MELLON. Yes.
Senator LA FOLLETTE. Was Mr. Blackett in this country, do you

know, during the time that those negotiations were going on, or was
he in England, and did Mr. Rathbone go there to confer with him I

Secretary MELLON. I really do not know. Perhaps Mr. Wads-
worth would know.

Assistant Secretary WADOWORTH. Those negotiations were carried
on in England and France.

Senator LA FOLLETTE. Not here. Mr. Blackett was not here at
all

Assistant Secretary WADSWORTH. Not during the negotiations.
Senator LA FOLLETTE. What, if anything, did Ambassador Geddes

say in this first conversation about the extension of the time for pay-
ment of the indebtedness and interest

Secretary MELLON. That, as I said, was not considered. We did
not get to the consideration of the claim itself nor-

Senator LA FOLLETTE. I understood that you did.not, in the way
of detailed consideration, but I was inquiring if he made the state-
ment that they should urge upon this Government the extension of
the loan, the principal sum, either by exchange of securities the pay-
ment of which would be a long time deferred or otherwise, and also
the nonpayment of the interest. Did you get as far as that at this
first conversation ?

Secretary MELLON. No. There was no request in that regard.
Senator LA FOLLETTE. About how long did this interview take?
Secretary MELLON. It was probably half an hour.
Senator LA FOLLETTE. Was there nothing said about deferring

payment of either interest or principal ?
Secretary MELLON. No; we did not go into that.
Senator LA FOLLETTE. You did not take that up at all
Secretary MELLON. It was general conversation. I believe the

subject of deferred interest was referred to in general conversation,
not relating to England, but to a great many of these Governments.
This was really not a negotiation at all. It was just a preliminary
conference, and the matter of laying the basis for the further con-
sideration, was made by the request for information which he made.

Senator LA FOLLETTE. Did you regard the conversation as im-
portant enough to make notes upon it

Secretary MELLON. No.
Senator LA FOLLETTE. Or preserve any memorandum with refer

ence to it
Secretary MELON. NO.
Senator LA FOLLETTE. But at that conversation the request was

made on the part of the British ambassador for memoranda and
documentary data that would put him in possession of all the details
of the previous negotiations?

Secretary MELLON. Yes.
Senator LA FOLLETTE. And it was pursuant to that that you

transmitted to him this letter of May 11, then ?

L";
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Secretary MELLON. Yes.
Senator LA FOLLETTE. In this letter you refer to inclosures or

exhibits which are numbered from 1 to 8, inclusive, in the letter.
Do you remember that

Secretary MELLON. The letter will give that information.
Senator LA FOLLETTE. Yes; the letter shows that.
Mr. Stewart will you lay a copy of this proof before Mr. Mellon so

that he can follow it ? I wanted to ask something about the memo.
randa which I do not understand, and I think it will be convenient
to have it before him.

I notice, Mr. Secretary, in this letter that you refer to various
memoranda which are transmitted to him along with the letter,
numbered 1 to 8, inclusive, I direct your attention to paargraph
No. 4 of the letter in which it is said:

4. Copy of draft of May 13 of instrument entitled "Schedule 1. The Government
of the United Kingdom of Great Britain and Ireland 5 per cent convertible gold
obligation bearing date April 15, 1919, maturing June 15, 1947. Principal amount,
$577,500,000."

Mr. Secretary, do you understand from the instrument entitled
"Schedule 1" that there was a proposition on the part of the British
Government to exchange Government obligations which Great
Britain owned or to exchange Government bonds of the British
Government for the obligations of that Government to us to the
amount of $577,500,000?

Secretary MEzLN. As I understand it, in the negotiations there
was a tentative proposition in relation to funding the obligation of
Great Britain, that obligation merely being a due bill or an I 0O U";
and under the authority that the Treasury had, under the Liberty
loan acts from which the funds came which were advanced to Great
Britain, there was worked out a proposition in regard to the different
amounts, a funding proposition as authorized m the Liberty loan
acts, and this is a part of that. You see, under the Liberty loan
acts the amounts had to be treated separately. I do not know
whether I explain it clearly, but that is merely what they were
endeavoring to do.

Senator MoCUMBER. I would like to understand what the Secretary
means by that.

Secretary MELLON. The Treasury had authority, as you know, to
accept from Great Britain bonds which were equivalent to the terms
of our Liberty loan bonds, and this was in pursuance of that. What
they were doing was tentatively to work out a plan of the refunding
as authorized under the Liberty loan acts.

Senator MoCuMBWi. Was this a tentative proposition made by
this Government to"Ureat Britain

Senator LA FOLLxrT. These exhibits show the negotiations that
were under way and carried up nearly to the point of an agreement
between representatives of this Government and a representative of
the Government of Great Britain, and this memorandum to which I
have directed the Secretary's attention, in paragraph 4 of his letter,
covers one of the items concerning which there had been this nego-
tiation.

Senator MCCUMBER. Was that an item in the shape of a proposition
or a submission by this country to Great Britain as to whether that
should be the term, etc., of the bond I

.I
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Senator LA FOLLETTE. The Secretary's letter, which you heard read
here yesterday, I suppose-

Senator McCUMBER. Yes.
Senator LA FOLLETTE. States just how hb regards the negotiations.

They had not reached the point of an absolute agreement.
Secretary MELLON. What they were endeavoring to do was to

work out, under the authority that is set forth in the Liberty loan
acts, what Great Britain could do in the way of extending these loans.
It was not in the shape of a binding proposition; it was merely what
they planned. They had the authority to do that under the Liberty
loan acts and they were endeavoring to work it out, and these are
the memoranda on the subject which were sent to the ambassador
so he would be posted. All of this is much better summarized in the
report of Secretary Houston to Congress. You will find a table there
of what they were endeavoring to arrive at.

Senator LA FOLLETTE. You understand, then, that that memo-
randum referred to in paragraph 4 suggested an exchange of se-
curities that were provided for in the legislation of Congress ?

Secretary MELLON. Yes.
Senator LA FOLLETTE. Do you understand that all of the other

memoranda which recorded the development of this negotiation be-
tween these representatives are strictly in accord with the legislation
of Congress?

Secretary MELLON. I believe so, entirely.
Senator LA FOLLETTE. Then you think, do you, that under that

legislation they could have gone to the extent of completing this
transaction?

Secretary MELLON. Oh, yes.
Senator LA FOLLETTE. Without coming to Congress for any further

authority ?
Secretary MELLON. Yes.
Senator LA FOLLETTE. The negotiatiops provided for an exchange

of securities that would extend to some of these obligations, the pay-
ment of them, for 25 years, did they not?

Secretary MELLON. 1947, was it not? Yes; up until June 15, 1947.
Senator IA FOLLETTE. Even for the full amount of the British

obligation to this Government ?
Secretary MELLON. Oh, no; that was only the portion that was

under that particular Liberty loan act. The reason for asking Con-
gress for authority now is--

Senator LA FOLLETTE. That you want to travel outside of that ?
Secretary MELLON. Yes; because it is all split up. You can not

make a good job of it. You will have a lot of different kinds of obli-
gations from Great Britain, which is not desirable. But all they
could do was to work under the authority that they had.

Senator LA FOLLETTE. Do you understand that the $577,500,000 is
the full amount the payment of which could be deferred under the
legislation of Congress ?

Secretary MELLON. I presume a part.
Senator LA FOLLETTE. To that period of time
Secretary MEILoN. I have not gone into that.

I
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Senator LA FOLLETTE. I notice further along in the memoranda
marked 4, on galley 5, Mr. Secretary, if you care to turn to it, that
paragraph 1 says:

(1) The obligations of Series A, B, C, and D are to aggregate in principal amount the
sum of $1,155,000,000, viz, the amount of such obligations acquired by the United
States under the first Liberty loan act, and are to be dated April 15, 1919, and are
to mature June 15, 1947.

How much, if you know; of the total debt of Great Britain is subject
to being deferred for 25 years?

Secretary MELLON. I preseme that which is stated here.
Senator LA FOLLETTE. You think that is the full amount, do you?
Secretary MELLON. I think so.
Assistant Secretary WADSWORTH. If you will look at the schedule

just above, Senator La Follette-
Senator LA FOLLETTE. You mean the little table above?
Assistant Secretary WADSWORTH. Yes; the little table above shows

the amount under the first Liberty bond act and the amount under
the second and subsequent Liberty bond acts.

Secretary MELLON. It is set forth there very clearly.
Senator LA FOLLETTE. Yes. I have only had an opportunity

since I received these proofs to glance them over very hastily, and
then only the first three or four of them.

Secretary MELLON. But, you see, that is a very cumbersome way
to split it up; and then there are varying rates of interest.

Senator LA FOLLETTE. Did the memoranda disclose that they were
negotiating to defer not only the principal sums due and the interest
thereon, but to make provision that no interest should be collected
upon the deferred interest obligations ? Do you remember that their
negotiations went to that extent ?

Secretary MELLON. I do not know whether anything definite is
referred to in that respect.

Assistant Secretary WADSWORTH. That is set forth in the letter.
Senator LA FOLLETTE. It caught my eye in a number of places,

running through here, that in every reference to the deferment of the
obligations here it provided, in every case, that there should be no
collection of interest upon interest.

Our interest obligation here is some three or four years old, as to
a portion of it. Yet it would seem that it was not only in the mind
of the debtor, but that the representatives of the Government at that
time were quite willing to make an agreement that all interest upon
interest should be forgiven.

Is that your view of what should be done with these Governments
Secretary MELLON. I could not say. I have not examined carefully

as to what the obligation is there.
Senator LA FOLLETTE. You know that Great Britain, for instance,

owes us something like $400,000,000 in interest ?.
The CHAIRMAN. More than $400,000,000 ?
Senator LA'FOLLETTE. Yes. A portion of that has been due for

one year, and other portions for at least two, three, and four years.
We have lost the use of that money. Our Treasury Department has
had in the meantime to negotiate loans from the public through the
sale of its Treasury certificates at an interest rate of some 5 per cent
or more. I think it is now about 51 per cent, is it not, that those
Treasury certificates bear ?

Secretary MELLON. Yes,
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Senator LA FOLLETTE. Of course the interest upon that interest,

if it had been paid, would have amounted to a very considerable sum.
I have not had time to reckon it out in any definite way, but I think
it would amount to some $40,000,000 or $50,000,000 of interest
which could be claimed upon the nonpayment of the interest which
fell due.

Do you contemplate any arrangement with these Governments by
which that will be forgiven?

Secretary MELLON. I think it would 'be entirely proper to collect
interest on the overdue amounts of interest; but, as I say, I do not
know what the obligations may be arising from the advices and nego-
tiations which have gone before. I would expect, before coming to a
conclusion in regard to the matter, to examine and make myself
acquainted with all of the matters in connection with that question.
As I say, I do not know what may have been said to Great Britain on
the subject. I have not gone into the details.

Senator LA FOLLETTE. Well, you have had your attention called,
of course, to these memoranda which you transmitted to Mr. Geddes
in your letter of May 11 ?

Secretary MELLON. Oh, yes; but you understand that it has not
come to a question of giving serious consideration to the matter?

Senator LA FOLLETTE. Do you think, from such examination as
you have made of these conversations that passed between the
representatives of the two Governments and of the exchange of
notes that was made, that we have incurred an obligation to remit that
interest ?

Secretary MELLON. I do not know. There is a possibility of its
being either way; but, as I say, I have not gone into the question
thoroughly.

Senator LA FOLLETTE. Do you think there was any authority given
by Congress in the act that it passed for such an obligation to be
incurred by the officials of the Treasury Department

Secretary MELLON. What obligation do you mean ?
Senator LA FOLLETTE. I mean the extension of the interest obliga-

tion and the discharge of any obligation upon the part of these
debtor Governments to pay interest on interest.

Secretary MELLON. They seem to assume that.
Senator LA FOLLETTE. I am asking you if you think .they had a

right to assume it.
Secretary MELLON. They may have had. I do not know.
Senator REED. Senator La Follette, I do not want to interrupt the

course of your examination, but I can stay only for a few minutes,
and I would like to ask several questions.

Senator LA FOLLETTE. Go right ahead.
Senator REED. I would like to ask your kind permission to put

three or four questions.
Senator LA FOLLETTE. Take the witness.
Senator REED. Mr. Secretary, I understood you to say yesterday

in your examination that you regarded this Government as morally
bound by the negotiations which had been carried on by your prede-
cessors in office and by Mr. Rathbone and others representing this
Government. Is that correct?

Secretary MELLON. I think that is correct. To what extent I do
not know; but in a general way I think there is an obligation.
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Senator REED. I want to get your viewpoint, Mr. Mellon, how you
feel, not in reference to the legal obligations-I am not asking you I
to pass on the law; but there were negotiations carried on, and there
is produced here a letter which was written under date of May 11 by
yourself and addressed to Mr. Geddes. Attached to that letter are
various documents setting forth the terms of proposed agreements.

I call your attention to that as a preliminary. With these docu-
ments before us on yesterday, at least with the letter before us, you
were asked these questions, and I want to read you the context:

Assistant Secretary WADRWORTH. I think at our first hearings I described these
negotiations that went on between Mr. Rathbone and Mr. Blackett in Europe. Those
negotiations were partly by letter and partly verbal. Out of them grew the suggested
arrangement as outlined in that letter that was just read, which appears in the Secre.
tary's annual report. The letters and the memoranda which grew out of those con.
ferences have all been sent up here and are now there in proper form and in exactly
the sequence and the way in which they were filed in the Treasury Department,
every single document.

Senator REED. Then, let us have them.
Assistant Secretary WADSWORTH. And they have been here now since last Febru-

ary, I think.
Senator REED. Let us have them now. Can you find them?
The CHAIRMAN. Let Mr. Heffelfinger produce any paper called for out of these

chests.
Secretary MELLON. Senator Reed, while those are being produced, I would like to

state that this report of Secretary Houston refers to this understanding that we spoke
of. Mr. Wadsworth has that report.

Senator REED. All right. What is that page, Mr. Wadsworth, that you are going to
read from?

Assistant Secretary WADswoarT. As to the situation with regard to the interest?
Senator REED. Yes.
Assistant Secretary WADswonrT. Page 58.
Senator RED. Well that is the page I read from.
Assistant Secretary WADSWORTH. You have read that.
"In the early autumn of 1919, the Treasury informed the treasuries of the European

Governments to which it had made advances that it was prepared, in cae they so
desired, to discuss with them the exchange of the demand notes for long-tune obliga-
tions, and in that connection the deferring of interest collection during the recon-
struction period of two or three years from the spring of 1919."

Now, that was done during these negotiations which Mr. Rathbone carried on in
Paris.

Secretary MELON. Which, you will observe, is a statement to those Governments
that their interest will be deferred. That is the understanding to which I referred.

Senator WATsON. Let me ask you this question, Mr. Secretary: Whatever Secre-
tary Houston may have said or done or thought, and whatever Secretary Glass may
have said ordone or thought, in connection with this proposition, do you consider
yourself bound by tho.e understandings to extend this interest payment period?

Secretary MELON. When representation was made by the Secretary of the Treasury
to the foreign Governments that they could regard that interest as being deferred, 1
consider that the Government of the United States is under obligation to defer it.

Senator WATsON. That is what I want to get at. Have you had any correspondence
with any of the Chancellors of European Governments with regard to that question?

Secretary MELLON. Only the letter to the British ambassador, which was brought
here, giving him the status of the British claims.

Senator REED. Where is that letter?
Senator WATsON. May I proceed for a minute?
Senator REED. Well, let us get that letter.
Senator WALSH. And I suppose he wants to add also the conversation which was

referred to yesterday.
Senator WATSON. What else besides this letter of which you spoke and this state-

ment with regard to those understandings, have you in the Treasury upon which to
base your decision as to your future policy?

Secretary MELON. What is that?
Senator WATsoN. You say you have a letter here, to which you just now referred.
Secretary MELLON. That is a letter to the British ambassador giving him a statement

of the British indebtedness.
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Senator WATSON. When was that letter written and by whom and to whom?
Secretary MELLON. Mr. Wadsworth has it there.
Senator REED. Let us have the letter read.
A little later on, after that letter had been read and after these

exhibits which were attached to it were read, the following occurred:
Senator REED. Are those documents attached to that letter?
Assistant Secretary WADSWORTH. They are all attached.

SSenator WATSON. There is nothing with regard to the extension of interest payment,
Mr. Secretary?

SecretaryMELLON. No.
Senator WATSON. Have you had any communication of any kind from any of the

officials of any of the countries of Europe that owes us money with regard to the exten.
don of interest payment?

Secretary MELwN. No.
Senator WATSON. Have you written any letters or had any sort of understanding

with them verbally with regard to an extension of payment of interest?
Secretary MELLON. No.
Senator WATSON. Awhile ago you said that if these understandings had been had

hitherto by previous Secretaries of the Treasury, or either of them, with regard to the
extension of payment of interest you would be bound by those understandings. What
evidence have you in your department of such understandings?

Secretary MELLON. There is a statement of the Secretary of the Treasury that such
presentations have been made to those Governments, and that they were advised

that if they so desired this interest would be deferred.
Senator REEn. On what--
Senator WATSON. Wait a minute. One at a time.
Senator REED. I want to get that statement clear.
Senator WATSON. That is what I want to do. You say that the Secretary of the

Treasury said that statements had been made of that character. Who made those
statements and what evidences are there in writing of those statements?

Secretary MELLON. I do not know, other than those memoranda of the negotiations.
Senator WATSON. You have not looked them up, then?
Secretary MELLON. No.
Senator WATsoN. So that this statement made by the Secretary of the Treasury

Mr. Houston, that Mr. Wadsworth has read from, is the only evidence of that kind
that you have, is it?

Secretary MELLON. I would not be sure that there is not other evidence. I rather
think there is.

Senator WATSON. Have you seen those memoranda, Mr. Wadsworth, to which Mr.
Houston refers, the memoranda accompanying the conversations with regard to the
extension of interest when these people met to discuss the matter?

Assistant Secretary WADSWORTH. They are right here. Here they are.
Senator WATSON. You have them here?
Assistant Secretary WADSWORTH. This is the result of their negotiations.
Senator WATSON. Attached to the letter?
Assistant Secretary WADsWORTH. Yes.
Senator WATSON. Then, what is Mr. Ileffelfinger looking up in these boxes?

Then Mr. Wadsworth said that there were a lot of letters and cable-
Sgrams which constitute the memoranda of those conversations--

The CHAIRMAN. Senator Reed, are we not taking up unnecessary
time

Senator REED. I am sorry to take up so much time, but I think it
is important.

The CHAIRMAN. To reread testimony taken only yesterday seems
rather tedious to me, personally. I do not know how it seems to
the rest of the committee.

Senator REED. Mr. Mellon said, after his attention was called to
all this:

That is the report, and in addition to that you understand theee conversations that
were carried on recognized that understanding that the interest could be deferred by
these governments. They took that for granted, as I understand it.
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I have read that to try to put before, you all the testimony, or prac-
tically all of it, because I can not get out of it a clear understanding.
I would like to know whether you regard yourself or this Government
as morally or legally bound to carry out any of the propositions set
forth in the various documents which are attached to this letter of
May 11?

Secretary MELLON. You understand that I can not say whether
I am morally or legally bound until I have examined the documents
and examined into the question, which I have not done. I have only
the knowledge of the report of Secretary Houston and a casual refer-
ence to these documents, and I have not considered that there was
occasion to go into the details, because we had not come to the actual
negotiations on the subject. I would expect to go carefully into all
these questions and expect to take advantage of all the rights that
we have; but, as I say, I have not gone into the question. I have
been busy on other matters, and I only know what I have gathered
generally, just as you are doing now. I have before me the report of
Secretary Houston, and in that he suggests in that connection the
deferring of interest collection during the reconstruction period of
two or three years from the spring of 1919, with the statement that
in case they so desire the deferring of interest would be made. That
is in the Secretary's report to Congress. Those memoranda are all
of the matters, so far as I have looked into them, I have not made
a careful examination at all, and I have not considered the question
at all, because I have not come up to it.

,Senator REED. What about this answer, then? I want to know
if you want to change it.

Secretary MELLON. When representation was made by the Secretary of the Treasury
to the foreign Governments that they could regard that interest as being deferred, I
consider that the Government of the United States is under obligation to defer them.

Secretary MELLON. I do not think I should change that. That
is the situation as it exists.

Senator REED. If that was the situation as to the deferred interest,
it would be the situation as to all the other representations that were
made by your predecessors?

Secretary MELLON. But you understand that most of that defer-
ment has already elapsed. It has been accomplished to a great
extent.

Senator REED. But also in connection with the matter of defer-
ment the question is taken up as to how that should be done, whether
the present obligation should be paid now or whether they should be
scattered over a period of many years. It is all in these papers.
Would you regard the United States Government as bound by that

Secretary MELLON. I say I do not know, because I see here set
forth by Secretary Houston a definite proposition as to the extension.
How far they went with that I do not know. I do not know what my
obligation is, because I have not made examination sufficiently to
determine.

Senator REED. You would feel bound by whatever was done by
your predecessor, whether it had been closed up or not ?

Secretary MELLON. I would not state it as broadly as that, because
there may have been things done that I would not consider I was
bound by.
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Senator REED. How far would you consider yourself bound?
Secretary MELLON. By the conditions that I can ascertain from the

documents themselves and from what has been done. As I say, I
am not prepared to say at this time.

Senator REED. Mr. Chairman, that brings me right up to this
question, and I will state it to the committee.

I have examined not all, but about two-thirds of these documents
which were produced to-day. In view of the Secretary's testimony
that he does not know, until he has examined the documents and cor-
respondence, whether he is going to regard himself as bound or not,
and as it goes to the whole question of the funding of this debt and
the terms upon which it is to be funded; as it involves the waiver of
something like a hundred and twenty million dollars of interest upon
interest, as it involves the acceptance of an obligation which, instead
of being according to the law in the form of our Liberty bonds, sub-
stantially takes up, I think I can say, several thousand words in a
long, involved contract written into the face of the bond, I am going
to ask that the Secretary of the Treasury examine these documents
and come back here prepared to tell us what he proposes to do in
regard to the whole question; that is, whether he proposes to carry
out this tentative arrangement, whether he regards it as binding,
and, if not binding then what he does propose to do.

The CHAIRMAN. What arrangement, Senator Reed ?
Senator REED. Senator, attached to the letter of May 11 are copies

of memoranda of negotiations that went on between the British
Government and the American Government, not only with reference
to the British loan but with reference to other loans.

The CHAIRMAN. That is not an agreement.
Senator REED. That is just the question, whether the Secretary

will regard it as an agreement when he gets through or not. He
states here in one of his answers that he feels bound as to the under-
standing arrived at-that refers to the deferring of the interest-
because he thought it perhaps was morally binding. Yet he tells us
this morning, very naturally, that not having examined these docu-
ments he is not ready to commit himself.

The CHAIRMAN. Would you pardon me one moment I know
that I ought not to inject myself as a member of the committee her e,
because we are here to examine the Secretary, but it seems to me that
you are overlooking the difference between an expression of opinion
or a tentative negotiation as distinguished from an actual agreement.
I take it that the Secretary would be bound by an actual agreement
or understanding, even verbal; but a mere tentative negotiation is not
binding.

Senator REED. Senator, I will try to make the thing as plain as I
can make it. These various papers appear to be memoranda of con-
versations between the representatives of this Government and Great
Britain. They are set down in the form of agreements. They con-
tain specific provisions that the United States shall not be bound
by this document until it has been agreed to. But the very next
document that we see, the one that will succeed the first one, treats
as a settled fact certain things that are referred to in the tentative
or first draft. And so we go through it, and they have been acting
upon 'it, deferring the payments under it, although we have got no
evidence yet that there was a specific agreement to do that.
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I take it that the situation is this: These negotiations were carried
on. They never were actually signed up between the two Govern-
ments, but both Governments acted upon them, and under those cir-
cumstances the question will arise, Does Secretary Mellon regard
himself as bound? The only man to answer that in the world
is the Secretary, and he can not answer it until he has examined the
documents.

I do not want to prolong this hearing. I want to bring it to a close.
But we-can not bring it to a close, in my judgment, properly, until we
know what the Secretary's position is. My vote in the Senate is
gomig to be determined by his answer to this and similar questions.
f think other votes will be so determined.

Senator WATSON. Here is the way that I understand the situation '
We now know the amount of money that each nation owes us. We
know the amount of interest that each nation owes us. We know the
situation, so far as the deferred payments are concerned. We know
the amount of money that stands to the credit-of each nation, and
we have the statement of the Secretary that he does not feel himself
obligated to furnish any money from those credits at any time in the
future, as far as credits are concerned.

We also have the statement that up to this time seven hundred and
thirty millions of interest have been paid by these foreign nations to
us, and substantially every dollar of that has been furnished by us
to them for the payment of that interest. The money they paid to us
as interest they got from us. The Secretary has said that he does not
feel obligated, hi the absence of any specific understanding, to permit
money to be paid by us to them for the purpose of paying interest
to us, on the debt they owe us. It looks to me as though we had
cleared away practically all of the underbrush and have arrived at
this one thing yet to be determined. That is, whether or not there is
such an understanding growing out of this letter or any documents of .
like character that bimd the Secretary morally or legally to defer
interest payments.

Senator REED. Or to accept particular kinds of obligations.
Senator WATSON. There is nothing of that kind involved, is there
Senator LA FOLLETT. Oh, yes. They are specified in many cases.
Senator WATSON. He has already stated in a previous examina-

tion that there might be other kinds of obligations-
Senator REED. In this correspondence there is a scheme laid out

for the entire settlement of these debts, the kind of bonds that they'
are to give, 'the kind of interest they are to have, the kind of sinking
fund that is to be created. All that is laid out in this document;
and it is constantly represented that in no case is interest upon
interest to be counted.

If a man undertook to examine the witness and read these docu-
ments to him and ask him what he was going to do under them, it
would take two or three days time. In the interest of shortening it
up I think the Secretary ought to take these documents and cor-
respondence and be prepared then to tell us whether he feels obli
gated in any way by these various instruments or what has transpired
under them or outside of them--

Senator WATSON. It is the business of the committee, of course,
to direct the course of the examination, and not to get into c6ntro-
versial issues, but I Would like to ask Senator Reed this question:
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Suppose we determine that certain commitments have been made by
Secretary Houston or Secretary Glass in reference to this question of
deferred payments, ,nd the Secretary feels obligated and says so.
Then what do you propose to do I

Senator REED. Then it becomes a question of what Congress will
do, whether they will give him the authority to settle the cases as
he may see fit, or whether Congress would say, No, that can not be
done.

Senator WATSON. That question will come up to Congress, any-
Show, and are we willing to give the Secretary authority to settle that'

question in the absence of what commitments may have already
been made 9

Senator LA FOLLETTE. We would like to know what his attitude
is going to be after he has examined the document.

Senator WATSON. My understanding is, Senator La Follette, that
he says if these obligations exist and these commitments have been
made, he feels bound by them.

Secretary MELLON. Let me just make a statement in regard to this.
I have not gone into all the details of these commitments, as I say and

There may have been other obligations. I would not consider, if had
full authority, that this tentative arrangement was a good one. I
would go at it from the beginning. I would endeavor to put it into
shape as one obligation and cover all of the interest and all that we
would have a legal and mo:al right to include. I do not see, myself,
how, in the face of the statement made here, of which th& foreign
Governments were advised, that they could have this deferment of
interest which is expressly stated here that you can go for two or three
years, and after that time has very large elapsed say, "Now, you
have to go back and pay up this interest and pay compound interest."
It seems to me that would be going to an extreme. It is what exists
that I have to be guided by.

Senator REED. Mr. Mellon, you do not know what exists, yet.
Secretary MELLON. No. I have not had occasion to go into it in

detail.
Senator WATSON. Let me get to the finality. Suppose we assume

that the obligations exist and he is bound by the commitments,
Then what can we do I

Senator LA FOLLETTE. Suppose he assumes one thing and we find
another. We want to know what he proposes to do, do we not-how
far he feels himself bound ?

Senator WATSON. I am assuming, though, that he feels himself
bound to live up to any obligation these people have made and that it
is the understanding when we report this bill out that we are bound.
Then what can we do in Congress?

Senator REED. Let me answer that. Secretary Mellon is here
asking that a bill be passed which gives to him practically unlimited
authority in the matter of making these settlements. If Secretary
Mellon is of the opinion that this Government is bound by certain acts
and that he must do what his predecessors have outlined, then if he
says that and we know what those acts were-and we do not know yet,
fully-we would know whether we wanted to give him authority to do
those acts. If he says, upon the other hand, that he does not regard
himself as bound, but will treat this thing in a big, broad, business
way and settle it according to the law as it existed, you have an
entirely different proposition.



166 REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

We are not obliged to pass this bill and we are not obliged to ratify
any act of any man in the Treasury Department unless that act was
within the law. I have not the slightest hesitancy in saying that if
these things were done that we find inted at, they were done in utter
defiance of the law.

Secretary MELLON. Will you let me say that I would consider it my
duty to do that which was to the best interests of the Government ' I
was careful in writing this letter to say:

The papers can not be said to have been in any sense the drafts or proposals of either,
and the fact that any provision is contained in them does not indicate that either was
prepared to agree to it.

I did not commit myself to anything that had gone before, in writ-
ing to the ambassador, but when you ask a question in regard to this
deferment which was made, with the foreign Governments advised of
it definitely for a specific time, it does seem to me that that has gone
to an extent that you can not reverse it.

Senator REED. You also said this, in discussing these negotiations.
I am not trying to cross-examine anybody. I just want to get at a
fact.

The CHAIRMAN. We all want to get at the facts, and we are in-
debted to you, Senator Reed, for your careful scrutiny of this trans-
action.

Senator SIMMONS. If Senator Reed will pardon me, I think, Mr.
Chairman, that on yesterday the Secretary made this impression upon
my mini, and I think probably on the minds of most of the members
of the committee, that while probably he had not investigated the
whole matter and the data connected with this question as thoroughly
as he would before he took final action, yet acting upon the informa-
tion that had been brought to his attention, and with his present
understanding, he had rather reached the conclusion that the Govern-
ment of the United States was bound by this agreement which Sena-
tor Reed describes as a tentative understanding; and the impression
was created that if this authority were given him he would regard
that matter as settled.

Now the Secretary makes another statement to-day, showing that
his mind is still not finally made up. It is made up, however, if there
are no additional facts brought to his attention to change his present
impression. I think it is very important for us, before we give this
authority, to have some definite understanding of what is going to be
the ultimate decision of the Secretary with reference to whether this'
matter has already been foreclosed and whether he is bound, whether
he wishes to be or not, by some negotiations that have heretofore
taken place.

Congress might have an idea, if the Secretary will give us a definite
statement, that the Secretary had reached an erroneous conclusion
and one upon which the Government did not wish the settlement of
these obligations to be predicated. Congress might, disagreeing
with the Secretary, say that "We will instruct you about this in the
law we pass. We will impose limitations upon the authority given
and will direct you not to proceed to a settlement until further nego-
tiations have been had and further conclusions reached."

So far as the negotiations that were carried on by Mr. Rathbone
were concerned, my understanding is that while he and the English .1
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negotiator had come very nearly to an agreement, they did not reach
a final agreement, and that the negotiations were called off, not at
our instance, but at the instance of the English Government. How
we would be bound in those circumstances by the discussions and
tentative understandings that these representatives of the two Gov-
ernments had, I can not understand.

Secretary MELLON. You are not bound by those.
Senator SIMiMON. Secretary Houston, by saying that he has this

view or that view about it, can not bind the Government any more
than I think the Secretary can bind the Government.

Secretary MELLON. But would you allow me to say this-
Senator SIMMONS. We may give him authority to bind the Gov-

ernment, but he has not that authority yet, and Secretary Houston
did not have the authority at the time.

Secretary MELLON. I would not consider myself bound by these
tentative proposals, and so forth. The only thing referred to was
this statement that we informed the treasuries of the European
Governments to which we had made advances that this Government
was prepared to defer the interest. They have been informed that
we would do so. It has gone further than merely a tentative pro-
posal in that respect.

Senator SIMMONS. Let me ask you a question. In the absence of
authority-you are coming now to us and asking us for authority,
and that presupposes that in your judgment you have not the author-
ity-in the absence of authority do you think that Secretary Houston
had the right to bind this Government by an agreement reached
between him and the European Governments that we would post-
pone this interest

Secretary MELLON. I do not know. I presume he must have
considered that he had the authority to make that sort of a direct
statement and advice to the foreign Governments. But I would
say this, that if I had the broad authority I would not proceed on
this plan at all. It is a cumbersome plan, and I think a very much
better arrangement can be made, better for this Government in the
actual amount that will be received, by treating this as a whole and
taking it and making the most out of it and putting it into form for
available use in the future. Without that authority, you have to
proceed on a plan that is authorized under these various acts, and
you have to go along on that general plan; and,at least, so far as any
tentative deferment of interest or failure to require compound inter-
est, and so forth, is concerned, I do not know, and would not know
without examining into these papers and into the whole matter.
That is what the negotiation would be. It would be to endeavor to
get at the facts and make the most of the transaction.

Senator SIMMONS. When wq first opened these hearings it was
made clear to the Secretary, I think by some of us, that there were
two things that were of outstanding importance in the minds of
Senators in connection with the granting of this .power that the
Secretary asks. First, whether there would be an effort to sub-
stitute German bonds for bonds of other foreign Governments in-
debted to us, and, secondly, what was going to be done about the
postponement of interest.

I remember that I said to the Secretary in a question that I asked
that I was asking it without any curiosity in the matter, but I thought
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Congress was entitled, before acting upon his request for power, to
know what was in his mind with reference to the settlement of these
matters, as those two questions were involved; and I think that is
the feeling in Congress. I think if the Secretary were prepared now
to give us some positive statement as to what is in his min and what
would be his purpose with reference to those two fundamental
questions, it would clear the atmosphere so far as this legislation is
concerned.

Unless those two points can be cleared up I think there will be
very great hesitation about giving him the power. We might be 

perfectly willing to give him latitude, and very much latitude, but
I think we would al like to know exactly his mind and his purpose '
with reference to those two fundamental points.

Secretary MELLON. Then I will state that there is not the re
motest expectation in my mind of accepting German bonds for any
other kind of bonds. There is no expectation of anything of that
sort.

As far as the question of interest is concerned, I would expect to
provide for the collection of all of the interest that is legally due to
the United States. I do not think I can say any more than that.

Senator REED. Mr. Mellon, you do not mean to provide for any
particular time

Secretary MELLON. How is that
Senator REED. You would want to have that left so that you

could scatter the payments over a period of years
Secretary MEu.ox. If necessary.
Senator RzEn. Just one thing further--
Senator SIMMONs. Senator, then the question is, Does the Secre-

tarv consider himself foreclosed with reference to any adjustment of
this interest by these negotiations that Rathbone earned on over
there?

I understand he is not able to tell us yet whether he does so consider
himself foreclosed, and I think your position is a very defensible one,
that the Secretary ought to have an opportunity, if he cares to make
further investigation, in order to reach a conclusion about that. He
ought to have an opportunity to make investigation and then come
back and answer definitely to us.

Secretary MELLON. My idea would be that the procedure would i
be to have each Government, if they ask for any deferment of interest
or any modification or anything of the kind, to make their statements 1
of the reasons for it and what their claims are, whether they were
entitled to it, etc.* I would not consider myself under obligation for I
some tentative arrangement that had not been agreed to.

Senator REEn. Exactly. And now the question will arise at once i
whether it has been agreed to in suchform that it is binding. Let
me call your attention to this fact: You say, Mr. Mellon, that you
think we are bound to the forgiving of the interest upon the interest?

Secretary MELLON. No; we are not bound to forgive any interest.
Senator REED. You say we are bound to the deferring of the

interest because there appears in the Secretary's report this language:
In the early autumn of 1919 the Treasury informed the treasuries of the European

Governments to which it had made advances that it was prepared, in case they so
desired, to discum with them the exchange of the demand notes for long-time obliga-
tions, and in that connection the deferrig of interest collection during the recon-
struction period of two or three years from the spring of 1919.
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That is only a statement that they were prepared to discuss it; and
yet, because they refer to interest in there, you say you think we are
bound by that; we have acted upon it.

The same statement embraces the matter of the exchange of demand
notes for long-time obligations, and that embraces the entire ques-
tion of settlement.

Proceeding upon that, they had negotiations. Those negotiations
-embraced not only the question of deferring interest, but the ques-
tion of the forgiving of the interest upon the interest, the character
-of the long-time obligations, the interest upon the long-time obliga-
tions, the adjustment or settlement between Great Britain and the
United States of joint claims that the two countries had against
certain other countries, and the entire proposition is all drawn into
this case by the statement that I just read.

I think that the Secretary ought, in his own interest and in the in-
terest of a plain statement, so that Congress can understand it,
to take these documents and the correspondence which Mr. Wads-
worth referred to yesterday which could modify these documents,
and go through them carefully with what help he desires to employ,
and then he can tell us whether he regards himself as bound in any
respect. If he has a perfectly free hand, then he could outline to us
in a general way what his purposes are. I think that is only fair.
I think we could sit here for a month, as we are now, and not get
i anywhere.

S Senator WATsoN (reading):
In the early autumn of 1919 the Treasury informed the treasuries ofthe European

, Governments to which it had made advances that it was prepared, in case they so
.desired, to discuss with them the exchanges, etc.

Did any nation ever notify this country that it so desired, or did
the thing just run along without any effort to collect the interest

Secretary MEiUON. I really do not know.
Senator WAToN. You have not run across anything, to signify

that they so desired ?
Secretary MELLON. Not so far as I know.
Senator WATSON. I did not know whether it had just been per-

mitted to drift.
Senator LA FOLLETTE. All these negotiations between Mr. Rath- .

bone and Mr. Blackett took place after this period named in the.
Secretary's report; that is, in the early autumn, he says, of 1919,
when "the Treasury informed the treasuries of European Govern-

S ments to which it had made advances that it was prepared," etc.
Following that, all of these negotiations took place, and then, pur-
suant to the negotiations which did not reach, perhaps, the point
of an actual agreement, the Treasury Department has proceeded
upon that plan fixed in the negotiations and has extended the pay-
ment of the interest as named in these negotiations clear up to the
S present time, and it is said in these negotiations that interest is not
to be collected until April, 1922-more than a year hence.

Senator REED. And that no back interest is to be collected.
Senator LA FOLLETTE. No interest upon interest is to be collected

at all.
Senator REED. Let me call attention to the necessity of the

Secretary's making this examination. It is recited as one of the
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conditions of this bond, which occupies, I think, thousands of words -
I have not counted them-

From time to time, at the request of the holder of this obligation, the obligor, at
the United States Treasury, Washington, will convert all or any part of the principal
amount of this obligation into-

(1) An equal principal amount of engraved obligations bearing interest at the same
rate as the principal amount converted, and substantially in the form indicated
in Exhibit A, hereto attached, payable to bearer and negotiable by delivery, with
interest coupons attached, in denominations of $50. $100, $500, and $1,000, or regis-
tered as to principal and interest and in denominations of $100, $500, Q1,000, $5,000,
$10.000. $50,000, and $100,000; and/or

(2) An equivalent principal amount, at the fixed rate of exchange of dollars gold
of the present standard of weight and fineness 4.8665 to the gold pound sterling of the
present standard of weight and fineness, etc.

It looks to me as though that were an effort to equalize exchange..
I do not know whether that is true or not.

Secretary MELLON. Oh, no. If you understand, that is a plain
statement that it is at the parity of exchange, the governing rate of
exchange.

Senator REED. But we are to take the bonds at $4.86. One
pound would equal $4.86, and the pound may be down to 50 cents
on the dollar. I do not say that is so Mr. Mellon. In a hasty
reading of a thing of this kind I can not form my opinion.

Secretary MEULoN. But when this money was advanced it was
provided that it should be at the terms authorized in the Liberty
loan acts.

Senator REED. The terms authorized in the Liberty loan acts were
the payment of dollars, as I understand it. This instrument is full
of such provisions. Here is a provision that they can pay in Liberty
bonds at par. Liberty bonds may be down. They could pick them
up in the market and pay them in at par. I do not say that that is
wrong. I am calling attention to the multitude of questions involved.

Secretary MELLON. But it is wrong. You understand that we are
not bound by any tentative propositions there. I would not con-
sider that we would be obliged to take Liberty bonds at par if they
are selling at a discount.

Senator REED. The question that we are at, Mr. Mellon, is this:
Here are some negotiations. You think we are bound as to part of
those negotiations and you do not know whether we are bound as
to the rest or not until you go through this correspondence. That
is what I am trying to get at. I would like to have you take this,
correspondence and all these papers and examine them carefully, and

Then come back here and tell us whether you think you are bound
in any respect, morally or legally, and whether you think you have
got a perfectly free hand.

Secretary MELLON. I might be able to arrive at that conclusion.
It is a pretty big job to go over all these matters. I expect to have
to o over them all in order to--

Senator REED. I am sure it will not take you nearly as long as the
discussion will take on the floor of the Senate, if the matter comes
up there in this nebulous way.

Secretary MEiON. It seems to me a plain, straightforward propo-.
sition, if the authority is given that I can take this amount of money
that they owe and take the interest on it and make the most of it
that can be made. To what extent what has been done heretofore-
is binding I do not know.
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Senator REED. You might think it binding and Congress might
think it not binding, and that is just the reason-

Senator SIMMONS. Your disposition and desire are to take this case
as it is and make the best out of it that you can for the Government,
but you may think your hands are tied in a way that Congress thinks
your hands are not tied.

Secretary MELLON. Yes; but you do not know, for instance, what
these Governnients may have. They may have something that we
do not have. They may be able to present something that would
have a material bearing.

Senator LA FOLLETTE. These. other Governments?
Secretary MELLON. Yes, sir.
Senator SIMMoNs. What have they that we have no knowledge of
Secretary MELLON. I do not know.
Senator SIMMONS. I can not conceive of anything.
Secretary MELLO. I have not been in these negotiations at all.

I do not know. I am not anticipating that they would have anything,
but you have to meet conditions as they absolutely exist, and if there
should be something of that kind that was binding it would have to
be observed.

Senator LA FOLLETTE. Then do you not think that it would be a
good idea to ascertain that fact and then come back and report to
Congress what the conditions actually are so that Congress, when it
votes upon this matter, shall know what it is doing I

Secretary MELLO. I would be rather handicapped in a negotiation
to settle this matter if I had no authority to do it.

Senator LA FOLLETTE. You would ascertain what the actual con-
ditions are, what the obligations of the Government are, what the
claims of the other Governments are, and report that information
back to Congress, and then we would know, if we gave you carte
blanche in the matter, what we were doing.

You say, yourself, that you do not know that these other Govern-
ments have facts or records of which we know nothing; and until
those are produced you can not know that the whole situation is and
what our obligations are and what our opportunities are.

Senator REiE. I beg to suggest that it is a very easy matter to get
at. The Secretary wrote a letter and inclosed these documents.
All he has to do is'to communicate with the British Government and
ask them if they claim there are any papers or documents or commit-
ments outside of these instruments. Having an answer to that,
which he ought to get very promptly, because he has given them this
information some little time ago- - *

Senator LA FOLLETTE. Two months ago.
Senator REED. He can take these papers and take his advisers or

his secretaries-I do not know that he needs any advisers-and sit
down and go through them and then he can give us an answer.

Mr. Chairman, I do not want to be doing so much talking, but I
want to do the right thing in this matter, the practical thing. I have
a very great deal of confidence in Mr. Mellon, but if this thing goes
on to the floor in the state and in the form in which it is now, we will be
debating it until next October. If it comes on with a clear-cut state-
ment, and with the recommendation of this committee, probably a
bill can be enacted with reasonable promptness.
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Secretary MELwN. As far as I am concerned, I am not anxious to
have the responsibility of these negotiations. I would consider it
my duty to do the best I could and make the most for the interests of
our own Government. If some other person can do that, if a com-
missioner can be appointed, or somebody, I would be very glad to be
relieved; but you can not make a good piece of work of this without
having authority to do it; I am sure of that; and 3 m, can not do it
in the way of legislation-rather, I mean you can not--

Senator CALDR. You can not set down hard and fast rules I
Secretary MELLON. You can not do It by way of legislative negotia.

tions. It has to be done like any piece of work of that sort. There
is a certain amount of money owing there. It does not appear to
me to be difficult at all; and so far as any rights that they may have
for the deferment of interest, etc., those will appear and will be con-
sidered, and it will be obvious whether we are bound by what has
gone before.

The statement I made was that when a public statement is made
and the foreign governments have been advised that they would have
this privilege of deferment, it seems to me that it would be going to
an extreme to say to them now that they can not have that defer-
ment to the extent stated. No private individual would do that.

Senator REED. But the thing is not a commitment. As far as it is
printed here it simply says in case they so desire we are prepared to
discuss with them the exchange of demand notes for long-time obliga-
tions. That has not been done, and in that connection, to discuss
the-

Senator SIMMONs. I understood Senator La Follette to say a little
while ago that they antedated this Rathbone conference.

Senator LA FouTrrE. Oh, yes; by two years, or a year and a
half, anyhow.

Senator WATSON. Those letters refer to the question that we are
discussing here, the postponement of interest ?

The CHAIRMAN. That is all they refer to.
Senator WATSON. I read a few of them. Do they undertake to

bind the Government in any way I
Secretary MELLON. You understand those were tentative negotia-

tions and were not binding on either party, and it is so stated in my
letter to the ambassador.

Senator SIMMONs. If they are not binding how can you say that,
the letter written before suggesting this conference, is binding ?

Secretary MELLON. Would you consider that after two years have
elapsed, when a public statement has been made and the govern*
ments have been advised that they had the privilege of this defer-
ment of interest, and no question had ever been raised about it--

Senator SIMMONS. Did the Secretary at any time after this Rath-
bone conference say they would be extended that privilege I have
not heard it read.

Senator LA FOLLETTE. It is not on page 58, the matter that has
been read here. That simply says they were notified.

Secretary MELLON. But the deferment has gone on for two years.
Senator LA FOLLnrS. That may have been just through the

carelessness of our representatives.
Senator SIMMONS. It may have been that the Treasury felt that

the situation was such that they could not well demand payment
of the interest.
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The CHAIRMAN. They could not get it; that is the substance of
the thing.

Senator SIMMONS. Yes; and therefore they did not demand it.
Senator REED. Let me make this suggestion: The clause reid

from the Secretary's report is a mere statement that we will take
Sup two things. One is the matter of the long-time obligations, and
Sin that connection, the deferring of interest. Two years afterwards

negotiations were entered upon. The Secretary states that because
that clause regarding the payment of interest appears in that docu-
ment and we did not collect the interest and did not force these
nations to pay, therefore we are bound as to that.

Let us see where that leads us.
In these documents which are attached to the letter occur the clause

about deferment of interest and occur the whole scheme for the long-
time obligations, and paragraph 6 says:

Anything herein contained to the contrary notwithstanding, it is distinctly under-
stood that the Sec:'etarv of the Treasury, in the exercise of his unrestricted discretion,
shall determine whether or not the exchange of obligations contemplated by this
arrangement shall be actually made and concluded and if he shall determine to make
such exchange the time when such exchange shall be effected. In case the Secre-
tarv of the Treasury shall determine not to make such exchange, then this arrange-
ment shall cease to have any future effect whatsoever. Neverthelqse until such
exchange is effected or until the Secretary of the Treasury has given notice that he is
not willing to conclude the arrangement for such exchange, neither the principal nor
the interest will be demanded on the aforementioned demand obligations of the
British Government contemplated to be exchanged as above provided, except only
to the extent tht such principal or interest would be payable under the terms of the
obligations for which it is now contemplated that the same shall be eventually ex-
changed.

There is an agreement there that they will not demand the interest
without notice during these negotiations.

Secretary MELmLN. I understand thoroughly that I am not bound
by any of those tentative arrangements. It is so stated, clearly, and
so stated in my letter to the ambassador.

Senator REED. Then the statement comes that there may be other
correspondence. That was made yesterday. There may have been
other arrangements. I sent for these papers and started to get them
out, and then we adjourned. I still insist upon my proposition that
the Secretary ought to take these papers and tell us what he is going
to do. I have got to go to my office, but I want to be voted that way.

Senator SIMMONS. Mr. Wadsworth, I understand, has made a more
careful examination of the papers than the Secretary has made per-
sonally. I want to ask him if there has been any statement by the
Secretary of the Treasury since the termination of those Rathbone
conferences which could in any way bind this Government to any-
thing that the conference might have discussed 9

Assistant Secretary WADSWOTH.. I have never seen any state-
ment of any sort that would bind the Secretary of the Treasury.

Senator SIMMoNs. The statement of the Secretary was a statement
made before those conferences and had reference to the clearing of
the way for those conferences.

Assistant Secretary WADSWORTH. Yes.
Senator SMOOT. If you have no objections, I would like to ask

Senator Reed a question.
The CHAIRMAN. Senator Reed, Mr. Smoot wants to address an

inquiry to you.
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Senator SMooT. As I understand you, in the statement you just
made you suggested that the Secretary of the Treasury or the United
States Government direct a letter to a representative of the British
Government and ask whether there were any other obligations or
understandings in relation to the payment of the interest that do not
appear in certain papers that have been produced.

Senator REED. Attached to the letter of the Secretary of May 11.
Senator SMooT. Do you not think that would be a rather strange

procedure, to ask another Government to tell our Government what
obligations there were ?

Senator REED. No; if they claim that there are any negotiations
or agreements outside of what are in these documents. The only
reason I suggested that was that the Secretary said that they might
come forward and claim something of that sort.

Senator SMooT. Never mind, Senator; let it pass.
Secretary MELLON. As I said before, this is a tentative arrange-

ment. Tentative arrangements are not binding. A statement has
been made in every instance to that effect. The only thing that I
said in regard to what may have constituted an obligation on the part
of this Government was that advice to those Governments that they
had the privilege that had been given. If I owed Senator Reed some
money and he said I could defer the payment for three years, and
then at the end of two years, without ever having said anything
further about it, he should demand that interest, I think I would con-
sider that I was entitled to three years, because I was given that infor-
mation and it was acted on. I think that between two individuals
it would constitute a contract to that extent. That is only an
opinion; but, at the same time, if it has gone to the extent of being
an obligation---

Senator LA FOLLETTE. May I ask you right there, Mr. Secretary,
if the negotiations also covered the noncollection of interest upon
interest, and that had not been done, you would then feel that you
were foreclosed from collecting interest upon the unpaid interest 0

Secretary MELLON. I doubt whether I would consider that,
because-

Senator LA FoLLETuz. If it had been acted on in the same way as
the other, why would you not be bound in like manner ?

Secretary MELLON. To the extent of the time that has expired, I
think we would be bound up to that time, but I am not sure about
that. If it, could be included, I would expect to include it.

Senator REED. But the time has expired, and we can not go back
and make them pay it as of some time prior to this. But the ques-
tion would arise whether you would feel that you were now privi-
leged to say to them that you now want the interest, or whether you
would feel bound to extend it over a period of years, as outlined in
this scheme.

Secretary MELLON. I would expect to collect all of the interest we
'are not precluded from including.

Senator REED. The question is, what do you think we are pre-
cluded from I

Secretary MELLON. I do not know.
Senator REED. We will never get at this, Mr. Chairman, unless we

can have the Secretary do as I suggested.
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Senator SIMMONS. In regard to the assurance that they might have
this deferred interest-that was for three years, was it not ?

Senator WATSON. Two or three years, the letter said.
Senator SIMMONs. I understand that you say those three years

have already elapsed ?
Senator LA FOLLETTE. No- not until April, 1922.
Secretary MELLON. More than two years have elapsed, and we are

in the third year.
Senator REED. This clause in this instrument would be some evi-

dence of the understanding up to that time:
Nevertheless, untilsuch exchange is effected or until the Secretary of the Treasury

has given notice that he is not willing to conclude the arrangement for such exchange
neither the principal nor the interest will be demanded on the aforementioned
Demand obligations of the British Government.

So that it would seem that you are at liberty to notify them that
you want this money, and that you will make the exchange for
securities upon the basis laid down in these documents.

Do you think that would be the case ?
Secretary MELLON. What would be the case
Assistant Secretary WADSWORTH As I understand it, Mr. Chair-

man, those documents are no commitment to anybody. That was
perfectly clear when they were written. They were just a suggested
form of doing this thing, and they meant nothing, any more than
any other memorandum would.

The CHAIRMAN. That is my understanding.
Senator REED. And yet these documents which were made after

all these negotiations took place are some evidence of the state of
mind of the parties at that time, and when one of these documents
contains a clause that "nevertheless until such exchange is effected
or until the Secretary of the Treasury has given notice that he is not
willing to conclude the arrangement for such exchange, neither the
principal nor the interest will be demanded on the aforementioned
demand obligations of the British Government contemplated to be
exchanged as above provided," that would seem to indicate that this
Government was left in this shape, that pending these negotiations it
would not collect the interest, but that the moment it declared the.
negotiations off it then would be at liberty to demand this interest.

Is not that what your view of it is, Mr. Mellon ?
Secretary MELLON. I think that is so.
Senator REED. So that it does not look as though we had made an

absolute agreement to defer this interest and scatter it over a period
of years, does it ?

Secretary MELLON. All I have is the statement that was made
there.

Assistant Secretary WADswOBTH. That was written down as the
frame of mind of one individual a year and a half ago. It bound
nobody.

Senator REED. Was there a frame of mind in some other indi-
vidual's head to the contrary that binds us If our Government did
not so understand it, and the British Government understood it
otherwise, are we bound by the British conception of it

Assistant Secretary WAswoTaH. In the writing of all of these
memoranda it was clearly stated that they bound nobody; that they
were simply a basis upon which this thing might be put through later.
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Senator REED. And yet we are being told that we are bound by
some sort of an understanding and action under it.

Mr. Chairman, I move that the Secretary be requested to take all
these documents and papers that he desires to refer to, to examine
them, and at the next meeting of this committee to advise us to what.
extent, if at all, the United States is obligated in regard to any matter-
concerning the loans made to foreign governments.

Secretary MELwsN. Will you just let me say that that is a pretty
big contract. It is going to take a lot of study.

Senator REED. It s going to require a lot of study. and somebody
has got to study it.

Senator WATsoN. Of course somebody has got to proceed to
arrange this indebtedness.

Secretary ML N. My idea of the procedure in arranging the
indebtedness would be, if I had the authority, to cut out all of this.
There is that much owing and there is that much interest. With that.
as the basis I do not think there will be any objection to the payment
of the interest nor to the meeting of the full obligation.

Senator SIMMoNs. Mr. Secretary, if you would say to this com-
mittee that you would enter upon these negotiations with a feeling
that you had a free hand and open mind and that you were not handi-
capped by anything that had transpired in the past I think that we
would feel very much better satisfied.

Senator WATsoN. Is there anything in the way except that one
year's deferment of interest, even under the suggestion of Secretary
Houston I

Secretary MzoN. That is all there is.
Senator WATSON. That letter said that it might be extended two

or three years. Two years are up. Unless there is some sort of fixed
agreement by which the postponement of that interest shall be made
for three years, the time is up. What else is there

Secretary MELtow. I do not believe that there would be any con-
tention or the other side. I think that they would be agreeable to
meeting the interest from the time that the negotiations could be
had and the matter could be settled.

Senator WATSON. Of course, there is some of this interest, Mr.
Secretary, that you can not collect if you had all the power in the
world

Secretary MELLON. As to some of these Governments there are'
amounts owing and you can not get the money. That is all

Senator WATSONo If you sent an Army over there you could not
get the money, and there must be negotiations with reference to those.

Secretary MuLLN. Yes.
Senator WATSON. Therefore the only point of contention here, as

I understand it, is simply as to the ostponement of interest under a
statement made by the Secretary of the Treasury.

Secretary MELaON. I would say that I would undertake in every
one of these cases to collect every dollar of interest that is due the
United States, and the only interest that I consider not due to the
United States would be something that they could show me that they
were.within their rights in their contentions for.

Senator WATson. &'irpose this letter had never been written, and
Sweecoing up as g for athority Do you believe you *&culd

havethe right' to defer interest payments where it was at all possible
to collect the interest?



,,

WWI4-21-E 4---S

o,

REPUNDING OF OBLIGATIONS OF FOBEIGN GOVERNMENT,

Secretary MELLON. There might be conditions where it would be
desirable to agree to some deferment of interest. I do not know,
You must meet conditions that exist.

Senator SIMMONS. Mr. Secretary, then, as I understand you, if you
should finally reach the conclusion that this assurance of the Secre-
tary of the Treasury as to two or three years' extension of interest
was binding, you would not consider that binding as to any interest
that might accrue after the two or three years?

Secretary MELLON. Oh, certainly.
: Senator SIMMONS. But you do want a free hand if you think it is

to the best interests of this country to further extend the interest
payments .

SSecretary MELLON. Yes. I want you to understand there is,no
bias in my mind in favor of any of these Governments. I want t. do
the very best and make the very best settlement that can be made of
the matter, just as any of the members f the committee do.

Senator SMOOT. Former Secretary Glass or former Secretary
Houston have never stated that they could not compel any of those
countries to pay the interest. Secretary Glass, in hisletter of Decem-
ber 18, 19 to Hon. Joseph W. Fordney, gives a reason why it has
not been collected, in these words:

If the Treasury does not defer the collection of interest and thus added to the present
difficulties in the financial and economic rehabilitation of the world by demanding
an immediate cash payment of interest before the industry and trade of Europe has an
opportunity to revive, we should not only make it impossible for Europe to continue
needed purchases here and decrease their ultimate capacity to pay their debts to us,
but should hinder rather than help the reconstruction which the world should hasten.
A nation can liquidate its foreign debts only by the accumulation of foreign credits,
which may be accomplished through an excess trade balance, invisible exchange
items, the creatio of credits by loans, or by the export of gold, etc.

Senator SIMMONS. That makes it clear that Secretary Glass did
not think we were under any binding obligation to do it, but it was
just a matter of extension.

Senator SMoor. He said on the floor of the Senate the other day
that under the law we had a perfect right to defer the payments of
interest, and he said that Secretary Houston took the same position
and he had no doubt that Secretary Mellon would take the same
position. It was a policy.

Senator SIaMONs. I want to say that I recognize that the Secretary
ought to have very large latitude in carrying on these negotiations,
and I do not want, myself, to hamper him in any way, butl do want
to know very definitely what his views are.with reference to certain
vital phases of this question.

S Senator SMOOT. I think he has stated them very clearly.
Senator SIMMONS. I think Congress would want to know that

' because if they should happen to disagree with him, then they would
be disposed to place some limitations upon his power.

Senator REED. Mr. Wadsworth, is there a letter from the British
Government or from the French Government asking to have this
interest deferred I

Assistant Secretary WADSWORTH. There is none that I know of.
Senator REED. How was the request made for deferring the

interest
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Assistant Secretary WADSworrH. I think, as I remember it, t.
tRathbone spoke to the representatives of these nations abroad an

simnpl said that as this negotiation was now begun the interest
oUid not be demanded.
Senator RaED. Where is Mr. Rathbone now?
Assistant Secretary WAswoRT. He is in New York, I think.
Senator Rlen. Mr. Chairman, I think I am going to insist on my

motion, unless somebody-
The CnAnmx. What is your motion, Senator
Senator Ruma. My motion was that the Secretary of the Treasury

be requested to examine all the documents in this case and Lb pre-
pared-I said at the next meeting, but I am entirely willing that her
ill have all the time he wants-at the conclusion of his examina-

tion to appear before the committee and advise it just how far, if at
All, he regards the United States bound morally, legally, or otherwise
by any negotiations or correspondence that have taken place.

The CHARMAN. Would it be well to appoint a subcommittee of two
members of this committee to examine these papers?

Senator REzD. Very well I thought the Secretary was the man
who had to make up his mind, but I am perfectly willing.

The CnuArMAN. I will appoint Senator La Pollette and you to
examine the papers-a nonpartisan committee.
'Senator SIMMONS. It is not a matter of examining papers. It is a

nmtter of what the opinion of the Secretary is from those papers.
Senator L FouLETrz. Of course it is. That is the purpose of the

motion.
The C7atAu. The committee has heard the motion. If there is

no objection the motion will be considered as adopted-
.Senator WATSON. I move that the committee proceed to executive

session. I think we ought to talk about that among ourselves and
outline a policy.

The CHAIRMAN. Is the examination of the Secretary finished for
to-day

Senator Raw. Yes.
The Cmaamrl. Have you any further questions, Senator La

Follette
.Senator LA FOLLETTE. Not to-day.
The CHAIRMAN. Then the committee will proceed to executive

session. •
(Whereupon, at 11.55 o'clock a. m., the committee went into ex-

ecutive session, after which an adjournment was taken subject to
the call of the chairman.)


